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SIXTH ICA/JAPAN TRAINING COURSE 
FOR STRENGTHENING MANAGEMENT OF AGRICULTURAL 

COOPERATIVES IN ASIA,
INDIA / THAILAND / JAPAN / PEOPLES REPUBLIC OF CHINA

OCTOBER 21,1991 - MAY 10,1992

1. BACKGROUND

Under an agreement signed between the International Cooperative Alliance 
(ICA) and the Ministry of Agriculture, Forestry and Fisheries (MAFF) of the 
Government of Japan, the ICA launched in 1986, the Management Training 
Project for Agricultural Cooperatives in Asia. Under this Project, five training 
courses of six months' duration each were organised during 1986-87,1987-88,
1988-89,1989-90 and 1990-91. The present training course, sixth in the series, 
is commencing in New Delhi on October 21,1991.

2. OBJECTIVES

The overall objective of the training programme under this Project is to help 
strengthen and improve agricultural cooperative performance in the Asian 
region in order to bring about a qualitative and quantitative improvement in 
cooperative services to member farmers at the grass-root level with the 
ultimate objective of increasing member's income and ensuring his active 
participation in cooperative business.

3. PARTICIPANTS

Fifteen participants holding middle or senior level managerial positions in 
cooperatives and their supervising organisations are selected to attend this 
course. Participants for the Sixth Course have been selected from 12 Asian 
countries i.e. Bangladesh, Peoples' Republic of China, India, Indonesia, Iran, 
Republic of Korea, Malaysia, Pakistan, the Philippines, Sri Lanka, Thailand 
and Vietnam.

4. PROGRAMME OUTLINE

The six-months training programme is spread over four countries viz. India, 
Thailand, Japan, and the Peoples Republic of China. After the first part of the 
programme in India for two months, the participants will return to their 
respective countries for forty five days to prepare cooperative development 
projects in consultation with the concerned cooperative organisations in their



respective countries. These Projects will be appraised in Bangkok during first 
half of February 1992.

The project appraisal sessions will be followed by two weeks' study visits 
programnne to agricultural cooperatives in Thailand. Thereafter the partici
pants will proceed to Japan for the second part of the programme to be 
conducted at the Institute for the Development of Agricultural Cooperation 
in Asia ( ID AC A ) in Japan which will be followed by two weeks field study 
visits in the Peoples Republic of China.

The broad outline of the entire programme is as follows:

PROGRAMME OUTLINE OF PART - 1 OF THE COURSE IN INDIA
Monday, October 21 to Saturday, December 21,1991

Saturday,
Sunday,

Monday,

19th Oct 9 1 -  
20th Oct.

21st Oct FN
AN

Tuesday, 22nd Oct.

Wednesday, 23rd Oct. FN
AN

Thursday,

Friday,

Saturday,

Sunday,

24th Oct.

25th Oct.

26th Oct.

27th Oct.

Monday, 28th Oct.

Arrival of Participants in Delhi 

Inauguration
Review of Cooperative Movements in the 
Region.
Presentation of Country Papers:Bangladesh

Country Papers Contd.
China, India, Indonesia

Visit to National Cooperative Union of India 
Visit to National Agricultural Cooperative 
Marketing Federation of India Ltd.

Country papers contd.
Iran/ Korea /  Malaysia

Country Papers contd.
Pakistan/Philippines/Sri Lanka

Country papers (contd)
Thailand/Vietnam

Free /  Sightseeing in Delhi.
MODULE ON INTEGRATED COOPERA
TIVE DEVELOPMENT

Introduction to the Concept of Integrated 
Cooperative Systems (ICS)
OHP Transparencies 
Discussion.



Tuesday, 29th Oct.

Wednesday, 30th Oct.

Thursday, 31st Oct

Friday, 1st Nov.

Saturday, 2nd Nov.

Sunday, 3rd Nov.

Monday, 4th Nov.

Tuesday, 5th Nov.

Wednesday, 6th Nov.

Thursday, 7th Nov.

Friday, 8th Nov.

Saturday, 9th Nov.

Essential Features of ICS.
Introduction to AMSAC.
Case: Saranga Coop Sugar Factory. 
Discussion.

Concept of Business Planning.
Exercises on Business Planning 
Discussion.

Concept of Business Planning.
Case: Don Jeddi's Business Plan.
Discussion.

Role of Manager in ICS
Case: Royal Multipurpose Cooperative
Society (A&B),
Discussion.

Role of Manager in ICS
Case: Rajmani Agrl.Cooperative (A&B)
Discussion

Visit to Taj Mahal, Agra

Potential for Developing Integrated Projects 
Discussion.

Holiday - Diwali.

Holiday - Free

MODULE ON PLANNING AND 
MANAGEMENT - 1 
(Computers to be used)

Basic Cost Concepts, Break Even Analysis. 
Case: ABC Cooperative.
Discussion.

Understanding Financial Statements. 
Discussion.

Working Capital Management
Case: Mahapalika Rice Mills Company
Discussion.

Sunday, 10th Nov. Free



Monday, 11th Nov.

Tuesday, 12th Nov

Wednesday, 13th Nov

Thursday, 14th Nov.

Friday, 15 th Nov.

Saturday, 16th Nov.

Sunday, 17th Nov.

Monday, 18th Nov.

Tuesday, 19th Nov

Wednesday, 20th Nov

Thursday, 21st Nov.

Friday, 22nd Nov.

Saturday, 23rd Nov.

Resource Allocation Decisions.
Case: Planning the P ro d u ct Mix of 
Panchatantra Corporation.
Case: The Farmers Dilemma 
Discussion

Operations Planning and Control.
Case: Government Silk Filature, Chilahalli. 
Discussion.

Marketing.
Discussion

Marketing.
Discussion.

Marketing
Discussion.

Marketing
Discussion.

Free

Cash flow ŝ, time value of money.
Exercises on Cash flows and time value of 
money.
Discussion.

Techniques of investment Analysis. 
Exercises on Investment Analysis. 
Discussion.

Investment Appraisal.
Discussion.

Investment Appraisal.
Case: Sabitha's Modern Rice Mill Project 
Discussion
Location Decisions.
OHP Presentation
Exercises on Location Decisions.
Discussion.
Capacity Planning
Case: Capacity Problem of Fatehnagar Oil 
Corporation.
Discussion.



Sunday, 24th Nov.

Monday, 25th Nov

Tuesday, 26th Nov.

Wednesday, 27th Nov

Thursday, 28th Nov

Friday, 29th Nov.

Saturday, 30th Nov.

Sunday, 01st Dec.

Monday, 02nd Dec &
Tuesday, 03rd Dec.

Wednesday, 04th Dec.

Thursday, 05th Dec.

Friday, 06th Dec.

MODULE ON PLANNING AND 
MANAGEMENT (H)
(Computers to be used)

Network Techniques 
Exercises on Network techniques.
Discussion

Comprehensive Case Analysis.
Case: Rama Reddy's Rural Develop.Dilemma. 
Discussion

Comprehensive Case Analysis.
Case: Strawboard Project in Haryana 
Discussion.

Organisation Design.
Case: Phonhong II Coop Society.
Discussion.

MODULE ON PROJECT DESIGN ON 
AGRICULTURAL COOPERATIVE 
DEVELOPMENT.

Designing Projects, Project Cycle.
Case: Agricultural Development Planning in 
Vientiane.
Discussion.

Guidelines for Project Preparation. 
Discussion.

Free

Project Comprehensive Exercises 
and Presentations.
Discussion.

Presentations and Summing Up.

FIELD STUDY VISITS IN INDIA.

Leave Delhi for Ahmedabad by morning 
flight.
Stay at IIMA

Visit AMUL, NDDB at Anand.

Free



Saturday, 07th Dec.

Sunday, 08th Dec.

Monday, 09 th Dec.

Tuesday, 10th Dec.

Wednesday, 11th Dec.

Thursday, 12 th Dec.

Friday, 13th Dec.

Saturday, 14th Dec.

Sunday, 15 th Dec.

Monday, 16th Dec.

Tuesday, 17th Dec.& 
Wednesday, 18th Dec.

Thursday, 19 th Dec.

Friday, 20th Dec.

Saturday, 21st Dec.

VisittocooperativesnearAhmedabad.

Travel to Bombay.

Visit Maharashtra State Coop Bank 
Travel to Nashik.

Visit Nashik District Central Coope
rative Bank.

Visit Adegaon Multipurpose Co
operative Society, Adegaon, Nashik.

Market Committee at Pimpalgaon. 
Nashik District Coop Grape Sparkling 
Wine Factory Ltd., Pimpane, Jaulke 
v^adi, Dindori taluka, Nashik.

Nashik Dist. Coop Fruits and 
Vegetable Processing Society, 
Lasalgaon. (VEFCO)
Niphad Sahakari Sakhar Karkhana.

Nashik District Tree Growers Coop 
Society, (near Niphad)
Free

Visit Pra vara Nagar Coopera tive Sugar 
Factory.
Stay at VMNICM, Pune

Workshop on Agricultural Marketing/ 
Processing at VMNICM

Visit Katraj Dairy
Visit Maharashtra State Cooperative 
Union., Pune.

Travel to Delhi by evening flight.

Summing up of Part I and Evaluation.

ICA Farev^ell Dinner.

Departure of Participants to respec
tive countries for 
Home Country Assignment.
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6. HOME COUNTRY ASSIGNMENTS;
Monday, 23rd December 1991 to Tuesday, 4th February 1992

An important component of the Training Programme is the participant's field 
assignment in his/her home country for about 45 days following the First 

 ̂Part in India. The home country assignments are intended to provide to the 
participants an opportunity to identify areas for viable projects in the course 
related subjects, in consultation with their organisations and formulate 
cooperative development projects for appraisal at the Project Appraisal 
Session in Bangkok, Thailand. It is expected that these projects, to be finalised 
towards the end of the training course, will provide a valuable framework for 
the sponsoring organisations to plan and implement development projects 
on similar lines for strengthening the structure and functioning of agricul
tural cooperatives in the respective countries.

7. PROJECT APPRAISAL SESSION & FIELD STUDY VISITS 
IN THAILAND

Wednesday, 5th February to Thursday, 29th February 1992

Wednesday, 5th Feb 92 Arrival of Participants in Bangkok. 
Stay at Royal Hotel, Bangkok.
PROJECT APPRAISAL SESSIONS

Thursday, 6th Feb to Project Appraisal Session at Royal
Saturday, 8th Feb Hotel.
Sunday, 09th Feb Free
Monday, 10 th Feb to
Thursday, 13th Feb Project Appraisal Session contd.

HELD STUDY VISITS IN THAILAND
Friday, 14th Feb Inauguration at Co-operative League of Thai

Saturday,
Sunday,
Monday,

AN

15th Feb.
16 th Feb.
17th Feb. FN

AN

land(CLT)
Introduction to CLT and Co-operative Move
ment in Thailand.
Visit to Co-operative Promotion Department 
(CPD) Thailand
Visit to Week end Market
Free
Visit Agricultural Cooperative Federation of 
Thailand (ACFT)
Visit to Bank for Agriculture and Agricul
tural Cooperatives (BAAC).



Tuesday, 18th Feb. FN

Wednesday, 19 th Feb.

Thursday, 20th Feb to 
Thursday, 27th Feb.

Friday, 28th Feb.

Sunday, 29th Feb

Visit Chachemg Sao Agricultural Coopera
tive Federation Ltd.

AN Visit Muang Pad riu Agrl.Coop Ltd
V isit to D on C hedi A g ricu ltu ra l  
Cooperative.Ltd.
Visit to Nakomratchasima Province.
Visit Lam Takong Land Settlement Coopera
tive Ltd.
Visit Nakomratchasima Provincial Agricul
tural Cooperative Federation Ltd.
Visit Dan Khunthod Agrl.Coop Ltd.
Visit Komburi Agricultural Coop.
Travel to Udomthani.
Visit Nongkai.
Travel to Khonkaen 
Visit Nam Pong Agrl Coop Ltd.
Travel to Bangkok.
Panel Discussion at Royal Hotel.
ICA Dinner
Group departure for Tokyo.

9. PART n  OF TRAINING COURSE IN IDACA, TOKYO, JAPAN  
Sunday, 1st March to Friday, 24th April, 1992

Saturday, 29th Feb. Arrival of participants in Tokyo.
Sunday, 1st March Free
Monday, 2nd March Opening Ceremony

Introduction to National Federations and 
Observation of Nokyo Building.
Orientation Contd.
Video film on Life in Japan
Outline of Agriculture in Japan 
Discussion.
Present Situation and Functioning of Agri
cultural Cooperatives in Japan.

Friday, 6th March Changes of Rural Communities in Japan
Discussion

Saturday, 7th March Observation of Tokyo Fruits and Vegetables
Market

10

Tuesday, 3rd March 

Wednesday, 4th March 

Thursday, 5th March



Sunday, 8th March

Monday, 9th March

Tuesday, 10 th March

Wednesday, 11th March

Thursday, 12th March

Friday, 13th March

Saturday, 14th March

Sunday, 15th March

Monday, 16 th March

Tuesday, 17th March
Wednesday, 18th March

Thursday, 19 th March
Friday, 20th March

Saturday, 21st March

Sunday, 22nd March

Monday, 23rd March

Free

Sightseeing in Tokyo.

Visit to Tsukuigun Primary Agricultural Co
operative.

Japanese Experiences of Marketing Business 
and Distribution Systen\ of Agricultural 
Cooperatives.
Discussion.

Japanese Experiences on Purchasing Busi
ness of Agricultural Cooperatives 
Discussion.

Japanese Experiences of Procurement of Farm  
Management Fund for Member Farmers. 
(Central Coop Bank)
Discussion.

Japanese Experience of Farm Guidance Ac
tivities and Better Living of Agricultural Co
operatives.
Discussion.

Group discussion.

Leave Tokyo for Kumamoto Prefecture for 
Study Visits.

Visit to Kumamoto Prefectural Union of 
Agricultural Cooperatives and Economic Fed
eration.

Visit to Agricultural Cooperative I 
Observation agricultural facilities in the Pre
fecture.
Visit to Agricultural Cooperative - II 
Observation in the Pr^ecture.
National Holiday.

Return to Tokyo.

Free

Case Study on Better Living Activities. 
Discussion.
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Wednesday, 25th March

Thursday, 26th March

Friday, 27th March

Saturday, 28th March

Sunday, 29th March

Monday, 30th March

Tuesday, 24th March

Tuesday, 31st March 

Wednesday, 1st April 

Thursday, 2nd April

Friday, 3rd April

Saturday, 4th April

Sunday, 5th April

Monday, 6th April.

Tuesday, 7th April

Japanese experiences on agro-processing by 
agricultural cooperatives.
Discussion.

Case Study on Some Excellent Producers 
Groups.
Discussion.

Presentation of Measures for Organising 
Regional Farm Management Groups. 
Discussion.

Cas^Study on Operation of Commodity wise 
Groilps.
Discussion.

Group Discussion.

Free

Agricultural Structure Improvement Projects 
for Vitalization of Agriculture and Rural Com
munities.
Discussion.

Case Study by ICA Resource Person - 1

Case Study by ICA Resource Person - II

Measures for Strengthening Management 
Foundation of Agricultural Cooperatives. 
Discussion.

Presentation on Measures for Drafting Re
gional Agricultural Promotion Plan (RAPP) 
and Business Plan of Agricultural Coopera
tive

Group Discussions on the above subject. 

Free

Leave Tokyo for Shizuoka Prefecture for study 
visits.

Visit the Shizuoka Prefectural Union of Agri
cultural Cooperatives.
Observation of Facilities of Shizuoka Prefec
tural Economic Federation.
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Wednesday, 8th April 

Thursday, 9th April 

Friday, 10 th April

Saturday, 11th April

Sunday, 12th April

Monday, 13th April

Tuesday, 14th April

Wednesday, 15th April

Thursday, 16th April

Friday, 17th April

Saturday, 18th April

Sunday, 19th April

Monday, 20th April

Tuesday, 21st April

Wednesday, 22nd April 

Thursday, 23rd April

Friday, 24th April

Saturday, 25th April

Visit to Agricultural Cooperative - 1 

Visit to Agricultural Cooperative - II 

Move to Kyoto for sightseeing.

Move to Tokyo.

Free

Review of Field Study Visits.
Group Discussions.

Presentation of Publicity Activities of Agri
cultural Cooperatives.
Discussion.

Presentation on Price Stabilisation Measures 
for Agricultural and Livestock Products. 
Discussion

Presentations on Agricultural Loss Compen
sation Schemes.
Discussion.

Outline of Consumer Cooperatives in Japan 
Discussion.
Outline of Fishery Cooperatives in Japan. 
Discussion.

Group Discussion.

Free

Presentations on Agricultural Extension. 
Discussion

Group discussion.

Report Writing /  Revision of Projects

Report writing /  Revision of Projects

Evaluation and Closing Ceremony

Move to Peoples Republic of China for Study 
Visits to Agricultural Cooperatives in China.
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9. FIELD STUDY VISITS IN THE PEOPLES REPUBLIC OF CHINA 
Sunday, 26th April to Sunday, May 10,1992

Saturday,

Sunday,

Monday,

Tuesday, 28th April

Wednesday, 29th April

Thursday,

Friday,

Saturday, 2nd May

Sunday, 3rd May

Monday,

Tuesday,

Wednesday, 6th May

Thursday,

Friday,

Saturday,

Sunday,

25th April 1992 Participants arrive in Beijing from Tokyo 

26th April Local sight seeing.

27th April Inauguration.
Introduction to Agricultural Cooperatives in 
China (Credit, Marketing and Supply).

Xiang He County Cooperative Complex Duck 
raising project.
Overnight stay.

San He County Cooperative Union 
(Poultry and feed mill complex)
Travel by night train to Jinan, Shandong Prov
ince.

30th April Briefing by Shandong Provincial Federation.

1st May Sight Seeing. National Holiday. (May Day)
Move to Linju

Visit Apple Cooperative 
Supply & Marketing Coop. Research Centre - 
Chick rearing.

Move to Weihai.
Briefing.

4th May Cooperative Poultry Complex.

5th May Shangnang County Vegetable and Farming
Complex.

Zhuchong Animal Husbandry and Vegetable 
Production Cooperative.

7th May Observe facilities.

8th May Return to Beijing by Train.
Sight seeing.

9th May Closing and Evaluation
ICA Farew^ell Dinner.

10th May Departure of participants to home countries.

14



10. METHODOLOGY;

10.1 Participative methods will be followed throughout.

10.2 Group work based on assignments given by resource persons (case 
studies, documents, books, computer software).

10.3 Group exercises.

10.4 Lectures will mainly be for introducing a subject for group discussion. 
The lecturer will act as a facilitator of learning. Case studies will be 
widely used.

10.5 Participants will be actively involved in the preparation of model 
plans for integrated cooperative development and detailed plans for 
various levels of activities. They will also be asked to prepare budgets, 
financial statements and field situation reports. Towards the end of Part 
II of the programme in Japan, the participants will be asked to prepare 
a Regional Agricultural Promotion Plan (RAPP) on the Japanese model.

10.6 Use of related books and documents will be encouraged.

10.7 Audio-visual aids will be used where appropriate.

11. RESOURCE PERSONS;

Resource persons for the Indian Part of the course will be drawn from 
the ICA Regional Office, the Vaikunth Mehta National Institute of 
Cooperative Management, Pune; the Indian Institute of Management, 
Ahmedabad; the Maharashtra State Cooperative Union, Pune, and 
others. Services of resource persons /  specialists in different fields will 
also be obtained wherever necessary.

For Part II of the Course in Japan, the resource persons will be recruited 
through IDACA from the Japanese Agricultural Cooperative Move
ment and other National Federations.

For the Project Appraisal Sessions in Bangkok, resource persons will be 
drawn from ICA, IDACA, IIMA, CLT and CPD.

The Cooperative League of Thailand (CLT) and the Cooperative Promo
tion Department (CPD) of Thailand will provide resource persons for 
field study visits in Thailand.

The All China Federation of Supply and Marketing Cooperatives of the 
Peoples Republic of China will provide resource persons for the field 
visits programme in that country.
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12. ACCOMMODATION: 

New Delhi, India

During field visits in India

Bangkok, Thailand

IDACA, Japan

Beijing, China.

Rajdoot Hotel
Mathura road. New Delhi 110 014 
Telephone: 699583 (10 lines)
Telex: 031-74129 RJTH. IN

Indian Institute of Management,
IIMA Hostel, Vastrapur,
Ahmedabad. 380 056. Gujarat State 
Phone: 407241 (30 lines)
Telex: 121 6351 IIMA In. *»
Fax: 91 272 467396
Vaikunth Mehta National Institute of Co
operative Management,
VMNICM Hostel, University Road,
Pune 411 007.
Phone: 59445, Telex: 0145-706 VICM 
Hotel Green View, Trimbek road,
Nasik Phone: (0253) 72231,2,3 
Gram: Green view, Nashik.

Hotel Nataraj, Bombay.

Royal Hotel,
2, Rajdamnern Avenue,
10200 Bangkok.
Telephone:2229111 to 26 
Telex: 84252 RoyalHo.TH 
Cable: Royal Hotel, Bangkok.

IDACA Hostel, 4771 Aiharao cho 
Machida shi, Tokyo. 194 02.
Japan.
Telephone: 0427-82-4331 
Telex: 720-2872205 IDACA J 
Fax: 0427 82 4384 
Cable: IDACAINASIA, Tokyo.

To be arranged.
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The entire programme will be coordinated by the Project Director for 
the full duration of the Training Course. Details on all arrangements 
will be communicated to all concerned at the appropriate stage of 
project preparation and implementation. For further details, please 
contact:

Mr M.V. Madane 
Project Director

OR

Mr A.H.Ganesan 
Project Assistant

ICA Training Project for Management of Agricultural 
Cooperatives in Asia,
International Cooperative Alliance, Regional Office for Asia, 
Bonow House, 43 Friends colony, East 
New Delhi. 110 065. India
Telephone: 6835123, 6835319.
Cable : Interallia, New Delhi.
Telex: 31-75025 DICA IN 
Telefax: 011-6835568

Mr M.V.Madane Res. Phone 6440342

Mr A.H.Ganesan Res. Phone 5594516

13. COURSE COORDINATION
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SIXTH ICA/JAPAN TRAINING COURSE 
FOR STREN G TH EN IN G  OF M ANAGEM ENT OF 

AGRICULTU RA L CO O PERA TIV ES IN ASIA, 1991-92

October 21,1991 - May 10,1992 

LIST OF PARTICIPANTS

Bangladesh 1. Mr Suc^hir Chandra Das,
Sr Asst Manager,
Bangladesh Milk Producers Coop Union. 
139-140, Tcjgaon Industrial Area,
Dhaka. 1208. Bangladesh.

China 2. Mr Zhang Guang Lun,
Foreign Trade and Economic Relations Dept 
Shaanxi Provincial Supply and Marketing 
Cooperative Union,
81,7th West Road, Xi'An.
Shaanxi Province. China.

3. Ms Liu Quan,
Foreign Trade Dept
Shanghai Federation of Supply & Marketing 
Cooperatives
N o.l, Lane 353, Najing Road (East) 
Shanghai. 200 001. China.

Lnaia 4. DrR.N.Kundu
Area Agronomist
Indian Farmers Fertilizers Cooperative Ltd. 
33 Defence Colony,
Hissar. 125 001. Haryana. India.

5. MrV.S.Sidhu 
Joint Registrar
Office of Registrar of Cooperative Societies, 
Government of Himachal Pradesh,
Khalini, Shimla 171 002.
Himachal Pradesh. India.
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Indonesia 6. Mr Johny Prilyana
Staff, National Union of Diary Cooperatives 
C /o  Dewan Koperasi Indonesia 
Wisma Koperasi, Jl.letjen S Parman 
Kav.8-0. Lt n, Slipi,
Jakarta 11420 Indonesia.

Iran 7. Mr Mohammad Reza Gramipour
Managing Director,
Union of Rural Coop. Corporations of Teheran State 
C /o  Central Organisation for Rural Cooperatives of 
Iran,
735 Valli e asr, PO Box 14155-6569 
Teheran. Iran.

Rep.of Korea 8. Mr Hyun Keun Myung
Staff, Farm Management Division,
Rural Development Dept,
National Agricultural Cooperative Federation,
75,1 ka, Choongjong ro, Jung Ku,
Seoul. Korea.

9. Mr Won Tae Kim
Staff, Inti Cooperation Dept,
National Livestock Cooperative Federation,
451 Sungnae dong, Kangdong Gu,
Seoul.134 030. Korea.

Malaysia 10. Mr Rofien Sapiin,
Admn.Officer, Kesedor HQs,
18300 Gua Musang, Kelantan.
Malaysia.

Pakistan 11. Mr Gul Muhammad,
Asst Director
Federal Bank for Cooperatives,
PO BOX 1218,
Islamabad. Pakistan.

Philippines 12. Ms Belma H Sales,
Manager,
Coop Rural Bank,
Capital Hills, Batangas dty.
Philippines.
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Sri Lanka

Thailand

Vietnam

13. Mr Ananda Walisinghe 
Supplies and Marketing Manager 
Cooperative Marketing Federation of Sri Lanka,
127 Grandpass Road,
Colombo. 14 Sri Lanka.

14. Mr Pronchadin Potiya,
Manager
Maetaeng Agricultural Cooperative Ltd,
133, Moo 3, Tumbol Sanmahaphol,
Ampure Maetaeng,
Chiengmai, Thailand.

15. Mr Nguyen Quoc Tuy
Head, International Department
Central Council of Vietnam Supply and Marketing
Cooperatives
77, Nguyen Thai Hoc Street 
Hanoi. Vietnam.

Project Director 

Project Assistant

Mr M.V.Madane 

Mr A.H.Ganesan

ICA Japan Management Training Project 
International Cooperative Alliance 
Regional Office for Asia and the Pacific, 
Bonow House, 43 Friends Colon (East) 
New Delhi. 110 065. India.

on
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21st October 1991

WELCOME ADDRESS by Mr M.V.Madane, Project Director, 
at the Inaugural Session of the Si>ith ICA Japan 
Training Course for Strengthening Management of 
Agricultural Cooperatives in Asia,
New Delhi.
21st October 1991

Your Excellency Ambassador Shunji Kobayashi,
Your E;<c&llency Dr Zakhariev,
Distinguished Guests,
My colleague Mr Fogelstrom,
Fellow Participants,
ICA Colleagues,
Ladies and Gentlemen:

I am privileged to welcome you all to the International
Cooperative Alliance and to the Inaugural Session of the Sixth 
ICA Japan Training Course for Strengthening Management of
Agricultural Cooperatives in Asia.

The International Cooperative Alliance, popularly known as 
the ICA, is one of the oldest of non-governmental international 
organisations. It is a world-wide confederation of cooperative
organisations of all types. Founded by the International
Cooperative Congress held in London on 18th August 1895, it now 
has affiliates in 77 countries, serving over 648 million members 
at the primary level. There are 195 national and ten 
international level cooperative organisations from all over the 
world in the membership of the Alliance. It is the only 
international organisation entirely and exclusively dedicated to 
the promotion of Cooperation in all parts of the world.
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ICA works in close collaboration with and enjoys the right
of participation in meetings and development work o-f the United 

t
Nations Specialised Agencies such as the ILO, FAD and UNESCO, and 
holds consultative Status o-f Category I in the United Nations 
Economic and Social Council (UN ECOSOC).

Besides its Head Office which is in Geneva, ICA has four 
regional offices (i> the Regional Office for Asia and the 
Pacific in New Delhi, (established in 1960); (ii) the Regional 
Office for East, Central and Southern Africa at Moshi, Tanzania 
(established in 1968); the Regional Office for West Africa at 
Abidjan, Ivory Coast (established in 1979) and the Regional 
Office for Central America and Caribbean at San Jose, Costa Rica 
(established in 1990).

The ICA Regional Office for Asia and the Pacific in New 
Delhi was formally inaugurated by the then Prime Minister of 
Ind^a, Pandit Jawaharlal Nehru, on 14th November 1960.

54 national level organisations from 19 countries 
representing nearly 400 million individual cooperators are in the 
membership of the ICA from the Asian and Pacific Region. These 
countries are : Afghanistan, Australia, Bangladesh, China,, Fiji, 
India, Indonesia, Iran, Japan, Demccratic Peoples Republic of 
Korea, Republic of Korea, l^salaysia, Pakistan, the PhilippineB, 
Singapore, Sri Lanka, Thailand, USSR and Vietnam,
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ICA Objectives:
a. to be the univ'ersal representati ve of cooperative 

/ organisatians o+ all types which, in practice observe 
the Cooperative Principles, as set out in Article B of 
the Rules and Standing Orders;

b. to propagate cooperative principles and iTiethods
throughout the world;

c. to promote Cooperation in all countries;
d. to safeguard the interests of the Cooperative Movement in

all its forms;
e. to maintain friendly relations between the affiliated

organisations;
f. to promote economic relations between the cooperative

organisations of all types, nationally and
i nternati onal1y ;

g. to assist the promotion of the economic and social
progress of the people of all countries, and

h. to work for the establishment of lasting peace and
security.

Towards the fulfilment of these objectives, the Regional 
Office promotes exchange of information and experiences, assists 
in project identification and formulation, encourages 
establishment and development of apex orgatii sat i ons and 
organises seminars, conferences, and special meetings on varied 
subjects.
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In deciding upon its priorities in dev'elopment programmes, 
the Regional Office is guided by a Regional Council and several 
specialised committees consisting o-f representatives -from the 
regifonal cooperative movements-

Because o-f its size and the richness of its cooperative 
experience the Asian region is now receiving greater attention of 
the world cooperative community. The next Congress of the ICA is 
to be held in Tokyo, Japan, during October 1992. This is the 
first time that the ICA is holding its Congress on the Asian 
continent. Preservation of basic cooperative values and
protection of environment- are the two major themes to be debated 
at this Congress.

ICA Projects for development are funded by cooperative
movements and governments across the six continents.

The ICA Japan Management Training Project for Agricultural 
Cooperatives in Asia was launched in July 1986, with generous 
support from the Government of Japan and with very active
collaboration of the Central Union of Agricultural Cooperatives 
of Japan. Since then we have completed five years of activity and 
I do hope that we will have very fruitful results from the Sixth 
Training Course as well.

The special features of this training course is that the 
programme design is based on documentation related to actual 
field situation of different Asian countries and that the 
emphasis in training is on improvement of services in order to
strengthen their income. A very special feature of this course



R e g io n a l O f f ic e  fo r  
A s ia  & th e  P a c if ic

is that mid-way into the programme, the participants return to 
their home countries to prepare cooperative development projects 
and then return for the remaining part of the training with these 
projects. These projects will later be appraised in Bangkok at an 
appraisal session during the -first week of February 1992. It is 
heartening to note that some of the projects prepared during the 
last five years are being implemented through their respective 
organi sati ons.

I believe the follow up of the training programme is equally 
important in order to ensure that the fruits of our training 
reach the cooperative member farmers. ICA is therefore constantly 
endeavouring to identify sources which could help the member 
organisations in implementing these projects. During the Project 
Appraisal Session held in Bangkok in February 1991 in which all 
related U.N. agencies and donor organisations were present, 
discussions centered on locating sources of funds and technical 
assistance to several projects found economically viable and of 
great value to the concerned cooperative members.

Excellencies, Ladies and Gentlemen, I am glad to mention 
here that during the past five years, the ICA has developed very 
close collaboration with the Central Union of Agricultural 
Cooperatives of Japan and the Ministry of Agriculture, Forestry 
and Fisheries of the Government of Japan, in promoting and 
implementing this Project. From the indications received so far,
I believe we shall be able to continue this programme for years 
to come. This has been aptly demonstrated by the addition of a
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new Project for the training o-f rural women leaders in the Asian 
Region. For this kind support and consideration, I would like to
place on record our sincere thanks to the Government of Japan and

f

to the Central Union of Agricultural Cooperatives in Japan and 
hope that this col 1aboration will be further strengthened in 
future.

I am grateful to you. Your Excel1encies, to all the 
Distinguished Buests and participants for attending this 
Inaugural Function.

Thank You.



STATEMENT BY AMBASSADOR SHUNJI KOBAYASHI 

AT THE OPENING CEREMONY OF 

THE SIXTH ICA-JAPAN TRAINING COURSE FOR STRENGTHENING 

MANAGEMENT OF AGR[CDLATURAL CO-OPERATIVES IN ASIA 

ON 21 OCTOBER 1991 AT THE ICA HEADQUARTERS, NEW DELHI

It gives me a great, pleasure to take the floor at this welcome 

occasion of the iauguraLion of the Sixth ICA-Japan Training Course 

for Strengtheing Management of Agricultural Co-operatives in Asia.

As is well known, agriculture is an essential sector of any 

national economy playing extremely important roles not only in 

supplying basic foodstuff to the nation, but also in contributing to 

safeguarding the environment of the land and securing job 

oppoi't uni r. ies for t.lie ponulaMon. In developing countries of Asia 

from 60 to 80 pei' cent of the Gross National Products is accounted 

for by agriculture, and the contribution by the agricultural sector 

to the uplifing or national welfare and the economic growth is 

proportionately greater.

At the same time it is growingly crucial for these countries to 

ensure the increased production of food grains commonsui-ale to the 

population growth through the improvement of infrastructure for 

agricultural production and t.he introduction of liigh-yielding 

improved varieties. It is equally important to stabilize the farm 

management through, among others, the promotion of co-operatives 

activities.

Under these circumstances it is extremely opportune and 

significant that this Lraiiiing course designed to uonii-ibum to the 

qualitative and qiiant i'.at i ve i'nprovoiiien.t of agricultural



co-operatives movement, now the sixth of its series, is being 

organizoci under the auspices uf ICA in close collaboration with a 

number of Asian countries..

The Japanese Government and the co-operatives organizations in 

Japan take great pleasure in having another opportunity to 

contribute to the agricultural development in the Asian region 

through the strengthening of agricultural co-operatives. I may 

assure you that we will continue to extend to you all possible 

co-operation in years to come.

Before concluding, may I express my sincere hope that each one 

of the participants present here tin's morning will fully benefit 

from the training course now inaugurated.
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SIXTH ICA JAPAN TRAINING COURSE FOR STRENGTHENING 
MANAGEMENT OF AGRICULTURAL COOPERATIVES IN ASIA 
OCTOBER 21 , 1991 - MAY 10, 1992
REGISTRATION FORM FOR PARTICIPANTS

1. Name
2. Father's Name
3. Mother's name

Wi f e/Husband ' 5 nafne:

4. Address : Of-ficial : Designation :
Address:

Personal Contact Address:

Telephone Nos. Q-f-fice Residence:

5. Name of birth

6. Place of birth
7. Passport No. Issued at:

Issued On Valid Until:

B. Indian Visa No. Issued at:
Date a f  Issue Valid Until:
Restrictions on visa, i-f any
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Name of airlines issueing ticket

Ticket no.
Flights Confirmed!

Flights yet to be canfirnisd:

10. Documents brought: Sa copies a-f country paper 
case study

anv other material

11. Teaching aids i-f any: Slides

video casette

audio casette

12. Others: Hobby equipments 
National dress

Date Si cna-Lure.
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SIXTH ICA JAPAN TRAINING COURSE GN 
STRENGTHENING MANAGEMENT OF AGRICULTURAL 
COOPERATIVES IN ASIA,
OCTOBER 21, 1991 - NAY 10, 1992
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Ms Liu Quan China.

GROUP C Mr Zhang Guang Lun, China 
Mr GliI Muhanunad, Pakistan 
Mr Anand Weiisinghe, Sri Lanka 
Mr Nguyen Quoc Tuy, Vietnam 
Mr Hyun Ksun Myung, Karea-
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CASE STUDY 
ON

HATURIA-JAGAKNATHPUR PRIMARY 
MILK PRODUCER’S CO-OPERATIVE SOCIETY LIMITED.

Haturia-Jagannathpur Primary milk Producer's Co-Operative 
Society Limited Code No.251 is an affiliated Primary Soc
iety of Bangladesh Milk Producer's Co-Operative Union Ltd 
in Bera Upazilla under Pabna District.The Society is Sit
uated in a remote area of about 5 km from the Upazilla head
quarter. There . i about 15000 people live in Haturia and
J agannathpur.

Most of the people of this area are farmers. They live 
on agricultural income.Prom ancient time,the villagers rear 
livestock for ploughing land and for milk production. Some mar
ginal farmers have also Cattle. There was no organised milk mar
ket in this area. The villagers sold their milk to the local mar
ket. In the local market, mi'.lk price was controlled by the middle
man and vendors who purchased milk at a monopoly price and milk 
price was fifty percent less than that of district town and other
urban areas. In the month of February and March due to abundant
milk production price was going so down as it was 50^ less than 
the production cost.

In mid 60’s a dairy plant was set up at Lahirimohanpux
under Ullapara Upazilla about 40 km from this area and some Co-Op
erative Societies were also formed to supply milk to that plant.

In 1973, some dedicated social workers of Haturia-Jaganna
thpur area motivated farmers to organize a milk producer's
Co-Operative Society through which they will supply milk to the 
Lahirimohanpur Dairy Plant for better milk price.
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The leading social workers Contacted the local Office of Co-
/

Operative Department to form a co-operative society in this area. 
Accordingly, a milk society named "Hatxiria-Jagannathpur Primary 
Milk Producer's Co-Operative Society limited *' was formed with 
the milk producing farmers of Haturia and Jagannathpur village of 
Bera Upazilia. As per existing co-operative rules and by laws the 
society was registered on 30.10.1973 in the office of the Assis
tant Register of Co-Operative Societies, Pabna.

Objectives of the Society.

- To help farmers practising, rearing of high yielding Cattle 
for milk Production.
To give Credit to the farmers for p\irchasing of high yielding 
Cattle.

- To help farmers for their animal treatment. Vaccination,fodder 
development and in artificial insemination.

- To Supply Cattle feed at a reasonable price and to arrange 
pastureland.
To arrange transportation facilities for milk Collection,
Sale and to set up milk cooling machinary at society level.

- To create awareness among farmers about pure milk supply and 
to ascertain its quality.
To motivate farmers in savings deposit and to reduce the unne
cessary expenses,

- To motivate members for education of their children and enco
urage self help practice .

- To develop better communi’cation for rural people and to mo
tivate them in development activities.



Activities of the Society,

The society is governed by a Managing Comittee(MC) of six 
members consisting of one Chairman,one Vice-Chairman and four 
directors.The Managing Committee members are elected for two 
years by the member-farmers of the society. The managing Comm
ittee is responsible for overall development of the society.
For smooth functioning of the society,the managing committee in 
consultation with central union appoints-

One Secretary-Cum-Manager for up keeping the Office reco
rds, banking transaction and milk bill payment to the 
Producer's.
One Delivery assistant for milk purchase and quality test. 
One Artificial inseminator and veterinary first aid worker 
for veterinary first aid and artficial insemination works. 
One or two casual labour for transportation of milk to the 
delivery point and other works.

Every morning and evening the villagers bring their milk to the 
society office, the delivery assistant records the quantity in 
the purchase register ans also in the daily milk sale pass book 
of the farmers for subsequent payment. In peak season daily milk 
col]ectioni3 about 800-1000 litres which declines to 100 litres in 
lean. Milk is then transported to central union’s dairy plant for 
processing. Sometimes milk quality is tested in the society office 
and price is paid on the fat contents of the milk. Some needy far
mers take daily payment (Milk of the previous day ).
Most of the farmers are paid on every 8 days interval when 8 days 
milk bill is paid from central union. Farmers’ milk bill payment 
is also recorded in their milk selling pass book.
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Sometimes thrift deposit is collected from the farmers for
/

their future savings, The farmers may take return of their 
thrift deposit according to need.

The society is paid two types of milk price from the 
central union,one is for the growers and another is for the 
society on the basis of fat contents of the supplied milk. The 
society milk price is about Tk: 0.60-0.70 higher than the gro
wers price which is called commission of the society. From this 
excess commission, the society meet up salary of its paid emplo
yees stationary cost and other daily expenses.

Inspite of all expenses, the society earns a net profit of 
its milk business in every year which is distributed as divident 
to its members, employeesbonus, village development funds, Co-Op
erative devlopment fund, Societies reserve fund, etc in the Annual 
General Meeting (AGM ) according to co-operative rules.

In every month, the MC members sit in a meeting at its 
office to discuss the overall activities of the society and its 
decisions are explained to the members at milk collection time 
by the Secretary-Cum-Manager. Producer's facing any problem for 
milk bill payment discuss it with the Chairman or MC members and 
even to the officers of central \inion for immediate solution.

The member-villagers bring their heated cows and other 
sick animals at the treatment centre of the society for artifi
cial insemination and treatment regularly.



Present Position-
Ko. of Members- 205 ( one from each family ).
Cattle population- 1300 ( Members ).
Members share Capital- Tk-2340.00 (Tk 10 per share )
Thrift deposit Tk;57,241.90
Share purchase in central society(BMPCUL) 1,73,426.30
Cattle Development fund deposit in Central Union-247096.50
Date of last AGM- 30.11.89.
Land purchased 0.6,2 acre- value Tk:100000.00
Hand pump tubewe11 - 1 No.
Cattle treatment trevice - 1 No.
Building 2.Nos.(0ne for Office & another for industry )

Value Tk;2,00,000.00
Television ' 2 Nos.
Furniture fixtue Tk:15000.00
Net Profit ear̂ fed in 1989-90 - Tk:53,342.81

Problems in management of the Society.
* Non availability of pastures land leads acute fodde^ 

scarcity from July to December and milk production is going 
down. During this period it is very difficult to run the 
society with less quantity of milk supply.

* In adequate supply of veterinary medicines and vaccines from
Central Union (BMPCUL ) hampers cattle health programmes for 
which it is very difficult for most of the farmer members to 
cure their sick animals -by procuring medicines from local 
markets.

* Post pactum anoestmn problem is a major constraint for 
increased milk production in the society.
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Gradual decrease of high yielding Cows in the society 
results decrease in milk production.
Non availability of low interest rate credit from bank 
for cattle purchase.
Some illiterate farmers are ignorant about the Co-Opera
tives and their right in the society.
Thrift deposit collection is not satisfactory and there is 
no seperate bank account for thrift deposit, share capital 
and reserve fund of the society. Thrift deposit ledger is 
not maintained properly.
Milk quality test of the individual farmers not done regu
larly in the society and price is paid on average fat per
cent which stimulate adulteration practice by some farmers. 
No milk chilling or Cooling facilities are available in the 
Society which results milk sourage problem.
Vouchers are not recorded properly in the society cash in 
hand of the secretary cum manager is alsays excess to the 
actual requirements which is the violation of co-operative 
rules.
The Present trading commission from Central Union is not 
enough to meet up the pay and allowances of the employees 
and other expense.of the Society.
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COUNTRY PAPER.

Bangladesh is an agrobased riverine developing country in the South 
-East Asia. It is located in between 20.34 and 26.38 North latitude 
and between 88.01 and 92.48 East longitude with an area of 1,43,998 
square kilometres. The coxantry is surrounded by India in west/north 
and east, Burma in South eastern frontier and the Bay of Bengal in 
the Southern irregular deltaic coast.
There are 108 million of Population in Bangladesh of which male is
55.6 and female is 52.4 million and density per square kilometre is 
550. The percentage of urban population is 24.91 and rural is 75.09. 
The birth and death rate per thousand are 33.00 and 11.40 respecti
vely and annual population increase per thousand is 21.60. More than 
98% of the people speak in Bengali, English is also widely used in 
Bangladesh. Literacy rate is about 24%.
There are mainly three seasons in Bangladesh Viz,Summer,Rainy sea
son and winter though there is Autumn, Late autumn and spring also.
The cultivable land of Bangladesh is about 8160957 hectres and each 
farm area is 0.81 hectres. Fragmentation of land on gradual family 
division is an obstacle for mechanised cultivation in Bangladesh.
Livestock is reared mainly for ploughing and other draught purposes. 
Milk,Meat, hides S c skin come as live stock by products. The main 
agricultural crops are rice. Jute,Tea, Sugarcane,Potato,Tobacco Pep
per and oil seeds. Various types of tropical fruits and vegetables 
are also produced here.
The gross domestic product (GDP) of the country at constant market 
price is 490883 million Taka with annual rise of 2.52% and the Gross 
National Product(GNP) is 455914 million Taka with an annual rise of 
2,22%, The gross domestic product of milk and milk products is 3538 
million Taka. Per capita income is 4332 Talca (112 US dollar).
( Sourse-Bangladesh Bureau of statisties- 1990 &  Census- 1991).

Background of Co-operatives in Bangladesh.
In undivided India, Co-operative credit societies Act-1904* was 
passed in 1904 by the British Government.Bengal Provincial Co-opera
tive Bank was established in 1922. In 1940, Bengal Co-operative soc
ieties act was passed to strengthen Co-operative movement .



East Pakistan Provincial Co-operative Bank was established in 1948 
by the joint venture of co-operators and the Government. In I960,
Mr, Akhter Hamid Khan introduced two tier Co-operative System in 

Comilla which he later reorganised as**Comilla District Integrated 
rural Development programme CDIRDI ", To extend this two tier Co-op
erative system throughout the country, Integrated Rural Development 
Programme IRDP was established.
After the independance of Bangladesh in 1971, various Co-operative 
societies like Fisherman,Sugarcane,Handloom,Weavers, Milk etc were 
organised to improve the socio-economic condition of the people.

Present position of Co-operative societies in Bangladesh.
* No of National Co-operative society 12
* No of Central Co-operative society 1063
* No of Primary Co-operative society 118,900
* Total No of Co-operative society 119975
* No of Members 6770131
* Share Capital 591,13 million Taka,
* Thrift Deposit 984,63 million Taka.
* Reserve Fund 138,96 million Taka.
* Fixed assets 2808,15 million Taka.
* Invested Financial assets 3 308,26 million Taka,
* Fixed Deposit 1196,36 million Taka,
( Source-Short interim Annual Report of the Co-operative Department 

of Bangladesh 1990-1991 )•
Dairy Co-operatives
There are some milk Pocket areas in Bangladesh from long before of 
which Lahirimohanpur & its surrounding area in greater Pabna district 
are one of them. This area was known for its abxindant supply of milk 
before the Partition of India, After the partition of India^ in 1952 
Mr, Mukhlesur Rahman a Philanthrophist set up a private dairy plant 
at Lahirimohanpur, Later he reorganized the private owned dairy plant 
to a co-operative organization, in the name of Eastern Milk Producer's 
Co-Operative Union Ltd in 1965, Mr, Mukhlesur Rahman is the Pioneer 
of dairy Co-operatives in Bangladesh.

-  2 -
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Initially 100 Nos of Milk Producer's Co-operative societies for
med to supply milk to that Co-operative Dairy Plant.
The Government of Bangladesh in its first Five year Plan (1973-78) , 
decided to establish a Co-operative Dairy Industry similar to AMUL 
of India based upon collection of milk through a net work of milk 
producer's Co-operative societies in 4 milk pocket areas. The 
basic idea is to organise primary Dairy Co-operative societies of 
the small, landless and marginal milk producer farmers to give 
reasonable milk price and to supply hygienic milk in the urban 
areas thus to create a year round milk market for the groweirs.
By this time the Government also took over the responsibilities 
of Eastern Milk Producer's Co-operative Union Ltd. 3[n 1978 the name
of Eastern Milk Producer's Co-operative Union Ltd is changed to
Bangladesh Milk Producer's Co-operative Union Ltd (BMPCUL), In
the first five year Plan 4 rural and one market Dairy Plants were
commissioned in -
Place______  Nature of Plant_______  Daiiry Processing Capacity
Dhaka(Mirpur) Milk and Ice-Cream Pro- 60,000 Litres.

cessing(Market Plant)
Tangail Milk Chilling 10,000
Manikgonj Milk Chilling 10,000 "
Takerhat Milk Pasteurization 25,000 "
Baghabarighat Milk Product Processing 50,000 "
The total investment cost of the Project amounts to Taka 155.61 
million of which Taka 94.54 million was financed by the govern
ment through the Ministry of local government Rural Development 
and Co-opoiMtive. The rest of Taka 61.07 million was received 
from the Danish government and other International Agencies. Mini
stry of Live Stock & Fisheries was associated in the first phase 
for Cattle Development Programme. A Cattle Development Programme 
sponsored by the Government of Australia was operated in Baghabari
ghat Milk Shed Area till 1982. FAO of the United Nations also ass
ociated with BMPCUL for Live Stock and Dairy Development Progra
mme which wind-up in mid 1989. All costs of Live stock Development 
and some dairy equipments were also meet up from the FAO Project.
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The main Products of the organisation are Butter,Powder Milk, 
(FCMP and SMP), Various types of Ice-Cream, Pasteurized Liquid 
Milk,Ghee (Clarified butter),Flavoured milk and lassi. These are 
marketed under the brand neme of"Milk-Vita
Problems,

- hThe objectives of Dairy Co-operatives could not>>achieved due to
factors like-
1. Lack of Milk Policy in the country and no Dairy development 

board had yet been set up to implement a suitable milk policy 
for the country.

2. Unrestricted import of milk Powder and milk Products at a 
subsidised rate which is cheaper than the local milk and milk 
Products hampers the local milk production and growth of 
dairy industry.

3. Poverty and illiteracy of the Co-operators Confined them in 
superstition and hampers the Co-^Operative movement.

4. Shortage of Pasture land which leads to acute fodder scarcity 
pairticularly from July to December when milk Production dec
lines rapidly.

5. Withdrawl or Wind up of the donor agencies from BMPCUL hinder 
the Cattle development activities like animal health care^ br
eeding and fodder development Programme which is a Predisposing 
factor for increased milk Production.

6. Gradual decrease of high yielding Cows in the Milk Shed Areas 
due to fodder scarcity and owners poverty results decrease in 
milk Production.

7. Undemocratic management in the Co-operative society is a limi
ting factor for the development of Co-operative activities.

8. Limitation of Credit facility for the Producer farmer in lean 
jdason (July to December) diverse them to Private traders and 
money lenders for credit and selling their milk at a flat price 
for the lactation period "which arrests the Co-operative success,

9. Budget Provision of huge expenditure in iinproductive sectors 
instead of productive one declines the progress of development.
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The following recommendations may be proposed to overcome the 
above mentioned problems.
Recommendation
- A Dairy Development Board Should be formed immediately to 

formulate the milk Policy of the Country,
All foreign milk and milk products should be imported with the 
prior approval from the proposed Dairy Development Board. 
Provision of Government subsidy on local dairy industry will 
encourage the milk production of the Coxmtry.

~ Mass education campaign should be strengthene/to remove curse 
of illiteracy from the country. Co-operative educ>tion and 
training at the grass root level are to be intensified,

- All surrendered. Vested and government unxised lands should 
be ear marked and brought under the net work of pasture land 
for fodder cultivation.
Foreign or International donor agencies should be invited to 
assist the cattle development Programme of the country.

- Provisions of short term easy credit facilities from the bank 
or government institutions for cattle purchase will help to 
increase the high yielding cattle population in the-country.
An integrated cattle development programme should be undertaken 
from the Ministry of livestock,Agriculture, Rural Development 
and Co-operatives and with other related non government organi
zations .

- Democrntisatlonin the management of co-operative societies will 
enhance the real Co-operative development and Progress.
During budget preparation,priority should be given on productive 
and development sectors rather than unproductive one.

Trends of Dairy Co-operatives.
The establishment of dairy Plants in the rural areas acts as an 
incentive to the milk producers to supply more milk to the Co-opera
tive societies, BMPCUL organised 2 57 Nos. of Primary Milk Producers 
Co-operative societies in rural areas with a total member of thirty 
five thousands who supply daily on average about 2 0 thousand litres 
of milk to the dairy Plant.
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The Co-operative extension activities are enxunerated in table-1 
Table - 1 ; Societies Extension activities.

Year

1981-82
1982-83
1983-84
1984-85
1985-86
1986-87
1987-88
1988-89
1989-90
1990-91

No of 
Societies,

245
266
269
270 
2 63 
258 
258 
257 
257 
257

No of 
Members
26,933
30,717
31,605
31,885
32,788
33,715
34,369
34,423
34,677
34,863

*

*

Milk Collection 
in litres.______
92,41,317
101,18,337
36,83,037
44,35,603
49,19,130
70,05,709
38,28,564
32,000,38
50,57,868
62,26,978

( * less collection is due to flood and Foot and Mouth Disease 
outbreak after flood )•

To Strengthen the institutional base at village level, BMPCUL has 
under taken cattle development programme in the primary Co-opera
tive societies through Animal Breeding,Animal Health care and Fod
der Extension Programme. In animal health care programme, mobile 
veterinary clinics are operated in the rural areas for cattle 
treatments of farmer members.
Achievements of animal health care programme is - 

Table- 2 ; Cattle health care.
YearYear____ Cattle treatment
1981-82 34155
1982-83 23304
1983-84 12926
1984-85 26988
1985-86 15367
1986-87 29303
1987-88 28662
1988-89 21950
1989-90 30551
1990-91 27500

vaccination
33184
35903
19200
27517
30691
19388
20092
28175
28931
12500
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In animal breeding programme BMPCUL started artificial Insemi
nation service with imported deep frozen semen from February 
1987 and a total of 2 6,000 heads of Cow have been inseminated 
up to June 1991 and 93 71 Nos of high yielding variety calves 
born. Some of the high yielding Fl Cows are lactating at present.
In Fodder extension programme BMPCUL also provides technical 
advice on green fodder production/Concentrate cattle feed formu
lation^ Urea straw treatment and urea molasses block preparation 
in the rural Co-Operatives,
To make BMPCUL a -self sufficient organization a deduction of Taka 
0,10 per litre of milk towards purchasing of share capital of pri
mary societies to the central union has been started from Dec.1984 
and now the total share acpital of primary societies is Taka 3.69 
million.
To continue the cattle development programme, a cattle development 
fund was created by deducting Taka 0.10 per litre of milk from 
1982 which increased to Taka 0.20 per litre from 1988 and the 
total accumulation of fund is Taka 6.75 million up to June 1991.
The Co-operative extension and cattle Development activities mot
ivated rural farmers to become more co-operatives in dairy sector.
The milk products of Bf-tPCUL is mainly marketed in the Dhaka city.
The progres of marketing of the milk products is shown in table-3
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Table *■ 3 : Marketing Progress
Year Llq-uid milk Butter Ghee Ice-cream FCMP Flavoured milk

Lac litre Lbs JSSL Litres Lac lbs Pkt
1981-82
1982-83
1983-84
1984-85
1985-86
1986-87
1987-88
1988-89
1989-90
1990-91

79.34
78.82
72.53
61.05
56.31
53.08
39.28
30.41
29.52
34.43

76068
153152
236426
156993
294070
329655
351910
314600
319000
334400

10170
49785
19929
3433
2799
8173
8770
901
1 7 1 6
8346

78839 
79533 
71984 
5 52 43 
49894 
42254 
11574 
11700 
43000 
54000

3.63
4.07
3.52
0.22
0.38
0.74
0.83
0.05
0.06
3.10

189200
254014
350812
375465
530433
710016
483440
1123200
959000
77000

*  PCMP = Full cream milk powder
* SMP = Skimmed milk pov/der.
Efforts made to develop Co-operative management Parctices; 
Bangladesh Academy for Rural Development (BARD) at Comilla and 
Rural Development Academy(RDA) at Bogra were established to train 
the different officials asociated with Co-operative activities in 
the country on " Rural Development and Management of Rural Indus
trial and Agricultural Projects." One Co-operative College and 
eight Zonal Training Institutes had also been set up to train the 
Co-operative Personell and Co-operators on " Co-operative i^nage- 
ment Practices."
Besides, nev;ly recruited Officers and staffs of central Union and 
Primary societies are trained on Co-operative management and farm 
Practices at the head quater of respective milk shed areas.
During this training course/documentary film on Co-operative and 
cattle development activities ..and modern farm practices are also 
displayed. The same documentary films are also displayed in rural 
areas for the rural farmers.



-  9 -

Measures to solve Management Problems.
Problem arises either in the Primary Co-operatives or in the 
central union solved immediately by sitting together with the 
disputing group and the concerned officials. In major problems, 
the Managing Committee (MC) may also take immediate step to solve 
the crises.

Measures introduced in financial management,inventory and Personal 
management ; _^ _
In financial management. Finance and Accounts division of BMPCUL 
disburse, reimbuse and controls all financial matters of the orga
nisation. Expenditures of different divisions paid or reimbursed 
by the Finance and Accounts division as per Previously approved 
budget Provision in the Annual general Meeting (AGM). All expen
ditures are also thorughly audited by government Audit team after 
ending of the financial year.
The Primary Co-operative society also prepeare their buget prior 
to starting of the financial year which is to be approved in the 
Annual general Meeting and expenditures are audited after ending 
of the financial year.
Materials required for the society procured with the approval of 
the concerned authority and enlisted in the inventory register 
for future redords.
The Personal Management of the Primary society is governed by an 
elected Managing Committee of two years,But in central Union the 
Personal Management is controlled by the General Manager^who is 
assisted by Additional General Manager,Deputy General Manager and 
Manager of the respective divisions.
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Planning Approach of Project Development :
Prior to setting up a project,Preliminary survey or feasibility 
study is done by the concerned experts which is followed by de
tails survey of the area. This feasibility and servey reports 
are then placed before the Managing Committee for necessary action. 
The Managing committee approves the viable projects and ask the 
concerned planning experts to make infrastructures and budget pro
vision of the project which is to be approved in the Annual Gene
ral Meeting of the organisation*

PjrpJ,ect_ , ^ g Q Ŝ]:;.,j.
On request of the growers of abundant milk Production area to set 
up a Co-operative society,necessary suirvey of milk production and 
cattle population of that area are performed first by the extesion 
Personells. The servey report is then evaluated and in feasible 
cases project for a dairy Co-operative society is organized as 
per existing Co-operative rules.

The Co-operative society is then supervised and its activities 
are monitored regularly by concerned supervisor during routine 
visit. The performance evaluation inrcspect of milk Production, 
business transection. Cattle development and over all management 
activities are rr«Dnitored on monthly basis. The best society of 
the respective milk shed areas are awarded at Annual general 
Meeting of the Central Union. Similarly the best Co-operator of
the Primary society is also awarded in the AGM of Primary society.

0000-
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Introduction:
Bangladesh is a deltaic land comprising an area of 1^3^998 square 
kilometers with population o f about 110 million which is increasing 
at the rate of 2.5% annually. The literacy percentage is 28 only.
It is predominantly an agricultural country with 88% of the popula
tion living in the rural areas depending mainly on agriculture for 
earning their livelihood. Although the rural sector occupies an 
important position in the economy, the social and economic conditi
ons of the rural peoples are disappointing. More than 50% are func
tionally landless and another 25% find it difficult to ensure subs- 
istance from their cultivable land. The per capita income is 170 
U.S.Dollar.

In view of the socio-economic realities in rural Bangladesh, Coope
rative has been accepted as a vehicle for rural development in the 
country. The present Government on assumption of pov/er in 1982 felt 
keenly the need for rural development and formulated specific poli
cies for development of rural sector. The main agricultural cropos 
of Bangladesh are rice, jute, tea, sugarcane, potato, tobacco, spi
ces and oilseeds. Besides, various types of tropical fruite and 
vegetables are also produced here,^Sources of anumal protein are 
fish, poultry, beef and mutton.

Climate;
Bangladesh has three clearly defined seasons in a year, namely 
winter (November-February) , Summer (March-May) and Monsoon or 
Rainy Season, Temparature ranges from 10°C in Winter to 35^C in 
Summer months,



Rainfall^ Lowest - 122.5 cm, Highest - 575.4 cm.

Natural Resources;
The richest natural resource is gas. Total proven resource of 
gas is 9o5 trillion cubic feet.

V/ater ways; 13,572 square kilometres.

Industry:
The industries sector plays dn important role in the economy 
of the country. Although the share of industries sector to GDP 
is only 10%, its tole in the national economy is increasing 
gradually. It provides essential consumer goods and key inputs 
for mechanised agriculture and accounts for about 65% of fore
ign exchange earnings through export. It also provides employ
ment for a large number of v/ork force. Due to limited cultiv
able land and high rate of population growth stabity in econo
mic and social development of the country is not possible with
out repaid industrialization. The present Government announced 
a New Industrial Policy in June 1982 which provided special em
phasis for the development of the private sector. To improve 
the private sector, a number of important policy measures have 
been taken. These are reorganisation of public sector corpora
tions, allowing increased flexibility in pricing capital res
tructuring, progress towards setting up an improved system for 
monitoring the performance of the enter prise etc. In the nev/ 
industrial policy of 1986 emphasis has been laid on development 
of small, cottage and handloom industries as a priority sector.

The Jute industry plays a dominant role in the economy of Bang
ladesh, It earns about 55% of the total foreign exchange. The 
handloom sector accounts for about 80% of locally made cloth, 
Bangladesh now produces about 8,00,000 Metric Tons of Urea, 
1,00,000 Metric Tons of TSP and 9,500 Metric Tons of Ammunium 
Sulphate. The installed capacity of the Sugao? Industry is 
about 1,62,000 Metric Tons a year but the actual is much less



now. The oil refinery can produce about 1.3 million Metric Tons 
of crude oil.

Gross Domestic Product (GDP):
During 1987/88 gross domestic product (GDP) at 1984/85 constant 
factor cost was estimated to increase "by 2.. 58%. During 1986/87 
the growth rate in GDP v/as 4.44-. During 1987/68 output of cereals 
and other cash crops including jute fell sharply due to unprece
dented flooda Besides, the depressed demand for industrial pro
duct resulting from the decrease in output and income in the agri
cultural sector had adverse effects on industrial production. As 
a result, the GDP was estimated to increase by 2.58% during 1987/ 
88. Except sugarcane all other agricultural products during 1987/ 
68 was estimated to fall. During 1989/90 (July-March) the general 
index of industrial prodent ion (base: 1973-74 = 100) has been in
creased by 3.77% compared to 2.92% of the previous year.

The growth rate in power and gas sector during 1989/90 was esti
mated to 14,93% compared to be 23«60?6 during previous year. The 
growth rate in construction sector was estimated to be 8.57% du
ring 1989/90 as against 5<>44% of the previous year. In other sec
tor, the growth rate was estimated to be 4.62% during 1989/90 
while it was 2.92% during previous year.

At 1984-85 constant factor coGt, contributions of different sec
tors to GDPi during 1989-90 v/ere as follows
Agriculture *38%, Industry 10%, Power & Gas ']% Construction 

Trade 21% and oihers 24%. '

R o l e  o f  a g r i c u l t u r a l  c o o p e r a t i v e s  i n  t h e  t o t a l  d e v e l o p m e n t  p r o c e s s ;  

I n  B a n g l a d e s h ,  t h e r e  a r e  tw o  s y s t e m s  o f  c o o p e r a t i v e s  o n e  i s  t r a d i 

t i o n a l  t h r e e - t i e r  s y s t e m  w h ic h  i s  c a l l e d  g e n e r a l  c o o p e r a t i v e s , a n o 

t h e r  i s  m o d e rn  t w o - t i e r  s y s t e m  w h i c h  i s  know n a s  BRDB-UCGA c o o p e r a 
t i v e s  .



A , Traditional Coo-peratives:
Traditional or general cooperatives v;as introduced in this part 
of sub-continent is 1904, with a view to support agricultural 
credit in kind and cash to increase the agricultural produces by 
the farmer members» Under this system loan is chanelised through 
three-tiors viz, (1) National level which is called apex coopera
tive society (2) Secondary level which is called central coopera
tive T̂ ank ltd./central cooperative society ltd. and (3) Primary 
cooperative society at village level.

National or apex cooperative society provides necessary credit 
and other services to the central cooperative bants/societies. 
The Central Cooperative Banks/Societies are generally located 
at district level. These societies support credit and other ser
vices to the primary cooperative societies. Primary cooperative 
societies are located at villages and these provide credit and 
other development services to the individual farmer members.

Bangladesh Samabaya Bajik Limited is the only apex cooperative 
society which is involved in agricultural credit operation thr- 
ou^-out the country.

Bo Description of Bangladesh Samabaya Bank Limited;
The then East Pakistani Provincial Cooperative Bank Ltd, has been 
turned into the Bangladesh Samabaya Bank Ltd, with a position of 
National level cooperative bank in the country in 1971 • The mem
bership of the Bank is open to all classes of cooperative socie
ties dealing with agricultural credit.

At present its affiliated banks and societies are as follows
C . M e m b e rs h ip  s t r e a m  o f  t h e  B a n g l a d e s h  S a m a b a y a  B a n k  L i m i t e d :

S I . N o .  C a t e g o r i e s  o f  c o o p e r a t i v e s  N um ber

1. Central Cooperative Bank 71
2. Upazila Central Cooperative Association 5̂1
3. Central Sugarcane Growers’ Coop.Societies 13



Si,Ho. Categories of cooperatives Number
Central Cooperative Multipurpose Society 30

5» Cooperative Land Mortgage Bank 42
6. Fishermen Cooperative Society 2 .
7, Urban Cooperative Bank 10
8p Liquidated Cooperative Bank/Society 14
9. Primary Multipurpose Cooperative Society 14?
10 a Others
11. Government 1

The operational structure of the Bangladesh Samabaya Bank is 
as follows
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BSBL : Bangladesh Samabaya Bank Limited
CCB : Central Cooperative Bank
SG.CCS : Sugarcane Grov/ers' Centj?al Cooperative Society
UCCA : Upazila Central Cooperative Association
CLMB ; Cooperative Land Mortgage Bank
UCMPS ; Union Cooperative Multipurpose Society 
KSS : Krishi Samabaya Samity
ISoGCS : Primary Sugarcane Growers' Cooperative Society.



The Bank is managed by a Board of Directors, The Cheif Executive 
of the Bank is the General Managero This bank plays an important 
role in agriculture sector through the operation of cooperative 
agricultural credit in the country* The short term loan is mainly 
issued in the shape of cash, seeds, fertilizers, fuel etc. for 
cultivation of various types of crops such as paddy (HYV), jute, 
wheat, sugarcane, oilseeds, potato etc. Medium term loan is iss
ued for purchase of plough cattle and small size agricultural 
equipment. Long terra loan is provided through the cooperative 
land mortgage banks for redemption of old debts, purchase of ag
ricultural machineries and improvement of land.

Financial position of BSBL (1989-90)-
(1) Share capital (paid up) Tk. 295.^ lac
(2) Reserve Tk. 2550.55 II
(5) Deposit Tk. 202.06 II
(4) Borrowings Tk. 8655001 !l
(5) Other liabilities Tk. 6252,50 n
(6) Investment in share & securities Tk. 46.50 It
(7) Cash & Bank balance Tk, 2167c84 II
(8) Loaiid & Advances Tk. 9148,21 II
(9) Fixed assets Tk.' 15.88 It
(10) Other assets Tk. 7028.99 It

The position of agricultural loan operation of the bank are 
as follows :-
(1) Loans issued in the financial year (1988-89) Tk. 1550.98 lac
(2) Amount recovered in the same year Tk. 864.95 "
(5) Amount outstanding (Principal & Interest) Tk.15085o59 "
,(4) Amount overdue Tk,10650.15 "
The Bangladesh Bank provides concessional credit facilities below 
the bank rate to BSBL for lending to its members against Govern
ment Guarantee to the extent of 25a v;hich is the main source of 
the fund of bank.



UCCA
KSS
EMSS
PBSS
IMBSS
OPSS

Upazila Central Cooporative Association = ^ 9
Krishi Samabaya Samity = 56C21
Primary Mohila Samabaya Samity = 9153
Primary Bhittuhin Samabaya Samity = 11364-
Primary Mohila Bliittiihin. Samabaya Samity = 323
Other Primary Samabaya Samity = 1130

At present, 44075 general primary agricultural cooperative socie
ties and 77991 BRDB-UCCAs primary agricultural cooporative socie
ties are functioning for increasing agricultural productivity and 
net faiTii income in the country.

Out of the total of 10 million farm house-holds in the country 
44,85»568 farm house holds arc the me;nbcrs of agricultural coope
ratives which is 45% of the total farmers= The cooperative farmers 
holds 10o35 million acres of frxm land out of 23 million acres in 
the country.

As a whole, agriculture sector contributes about 38% in GDP in 
which 17»10% is contributed by the cooperative farmers and 20»90% 
by the non-cooperative farmers.

In Bangladesh, BSBL and BRDE-UCCAs are the only sources of formal 
cooperative agricultural credit which cover around 15% of total 
agricultural crcdit in the countryo The rest is covered by the 
commercial banks and others.

The agricultural cooperative societies are rendering about 25% of 
irrigation services by installing Deep Tube-wells, Sallow Tube- 
wells, Power pumps and in other v/ays. Both the agricultural coope
ratives BRDB and General, provide about 25%'Of fertilizers, 20% of 
seeds, 20% of pesticides and 40% of irrigation machineries and equ
ipment to their farmer members through their primary cooperative 
societies purchasing from Bangladesh Agricultural Development Cor
poration (B l̂DC) and other concerned agencies.
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ProlDloms:
Following problems are observed in the operation of the different
levels of cooperative societies -

(1) The apex, secondary and primary cooperative societies are 
independent organisations. The apex cooperative society has 
no administrative control over the secondary level socie
ties and similar is the position of the secondary level so
cieties over primary societies.

(2) Board of Directors are elected/nominated for two years only 
which is not enough time to take any effective plan for im
proving its operational and financial position.

(3) The budget prepared by the society requires approval of the 
concerned Cooperative Officor which 'takes unusTial. timo and 
thereby hampers the operation of the socicty.

(4) Proposed budget of the society is sometimes curtaillod by 
the concerned officers which also creat problems in the 
operation of the society.

(5) The lender society may supervise the financial activities, 
check the records and cash position of the affiliated loa
nee societies but cannot take any action for any irrigula- 
rities.

The above mentioned problems create non-homozonous atmosphere
among the various levels of the societies.

The following steps are under consideration of the Government to
over come the problems -
(i) No cooperative society will be registered if it is not found 

economically viable ;
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(ii) The cooperative societies which is not viable as well as 
workable will be placed under liquidation ;

(iii) The cooperative societies with huge amount of overdue loans 
will be placed under liquidation ;

(iv) The membership of willfull defaulters will be cancelled.

(v) Re-organisation of BSBL as the single agency for all kinds 
of cooperative loans.

(vi) Unification of traditional and BRDB agricultural cooperat
ives at village level.

(vii) Introduction of rural based project financing for creating 
ofif-farm season employment.

(yiii) Planning for integration of cooperatives at all levels and 
introduction of competent professional management.

Trends in agricultural cooperatives;
During the past ten years BRDB-UCCAs cooperatives have been enor
mously increased in comparison with traditional agricultural coop
eratives. Government has encouraged the agricultural cooperatives 
to purchase agricultural machinery, equipment and other necessary 
inputs from BA.DC at easier terms & conditions for modernization of 
agriculture in Bangladesh.

I
Besides, Gbvernment has planned to create year round employment 
opportunities on the cooperative basis at the village level for 
effective utilization of the unemployed and under employed labour 
force. During the past ten years agricultural sector has been par
tially modernized with positive result to accelarate position of 
the farmer members as well as non-cooperative farmers.

Trends in respect of membership, share, reserves, deposit, loans 
and working capital over the last ten years is appended below:-
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“̂p i ; H c S ^ ? r ‘‘̂ “Y e J r “T2Me£:^op£;:"13rrectora^i~^ ---- I ' T Z ^
L».—______________ ?___________

No. of 1977-78 11 3 4 4 4 9 O6 O 1 2 3 5 28484societies
1 9 3 5 - 8 6 1 7 553 52028 1 4 5 3 67554
1 9 3 7 - 8 8 20 4 9 7 48904 1 4 5 9 7 4 7 2 4

No. of 1977-78 4595 54618 4362469 187 28992 566024members
* 1985-86 5014 58273 4 4 2 7 1 ^ 44-8 66481 2 1 3 I8 6 6
t 1987-88 4 7 7 9 54249 4424825 448 7 4 2 3 0 2401358

Share capital 1 9 7 7 ^ 7 8 28846 37935 8 3 4 5 2 19896 18475(Figures in 
thousand) 1985-86 5 2  308 78757 155764 - 1 5 7 2 2 4 182400

1987-88 56896 79376 233464 - 201783 2 1 0 5 9 2

Reserves
^  TTV * •

1977-78 4 4 7 3 7 30018 28777 9224 4046
(Figures in 
thousand) 1985-86 171803 64731 5 1 4 4 5 - 55854 1 1 2 3 0

■ji' 1987-88 235408 77666 87314 - 76213 16659

Peposits
/  TTl * - •

1977-78 2 3 2 4 3 4 9 7 5 4 65022 3 1 9 5 1 2 5 W(Figures in 
thousand) 1985-86 2 9 9 4 5 92605- 146834 - 210409 199833

1987-88 28534 9 3 4 7 7 2 5 1 1 5 4 - 281364 278986

Loans 1977-78 451482 393912 402047 162518 168118
(Figures in 
thousand) 1985-86 1 1 2 3 4 3 9  799793 875630 - 1 7 0 9 1 7 2 1725813

1987-88 1 1 5 0 2 2 7  758979 868833 - 1582036 1568174

V/orking capi 1977-78 548309 639009 624840 200004 196567tal (Figures 
in thousand) 1985-86 1365431 1035884 1227673 - 2172658 2^19285

1987-88 1 4 4 9 0 6 5  1 0 0 9 4 9 8 1 W 7 6 5 2141395 2 0 7 4 3 9 1
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6. Efforts made for developmont of cooperative manap;ement practices;
The Government has already set up Bangladesh Academy for Rural 
Development (BARD) at Comilla and Rural Development Academy (RDA) 
at Bogra for training on "Rural Development and Managenent of 
Rural Industrial and Agricultural Projects." BRDB has set up a 
Rural Development Training Institure at Sylhet for the'same pur
pose.

The Co'operative Department has set up one Cooperative College and 
Eight Zonal Training Institutes at suitable places for providing 
training on "Cooperative Management Practices" for Cooperative 
Officials as well as the representatives of the different levels 
of the cooperative societies.

Apart from those training contres, the UCCAs are providing trai
ning facilities for the cooperatives on modern farm practices.

7 0 Measures for financial mana|2;oment< inventory & personal management;
All levels of cooperative societies have their own financial poli
cies that may not be similar but in major cases it is identical.
The objective of the policy is to ensure maximum return through 
investment of financial assets. In this case societies are using 
modern capital budgeting techniques such as ROI, ARR, Pay back 
period, Break-even point, Cash flow statement, BCR, NPY & IRR to 
select profitable investment projects. The Cooperative Societies 
at different stages assess the financial needs.covering credit 
programme and any other business and manage the required capital 
from, the different sources such as collection of share capital, 
mobilisation of savings, borrowing, aids, grants etc. The socie
ties are maintaining accounts and other records in modern process. 
To controll the operation and performance of the society the 
financial budget is used as controlling technique to check & 
confirm physical and financial activities the societies are 
audited by the concerned departmental officers. In case of
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c o o p e r a t i v e  s o c i e t i e s ,  d e b t / e q u i t y  r a t i o  h a s  b e e n  f i x e d  a t  2 0 : 8 0  

f o r  e n c o u r a g i n g  i t s  b u s i n e s s  a n d  u n d e r t a k i n g  l o c a l  r e s o u r c e s  b a s e d  

p r o j e c t .  F o r  t h i s  e n c o u r a g i n g  p o l i c y  t h e  c o o p e r a t i v e  s o c i e t i e s  a r e  

m o b i l i z i n g  s h a r e s  a n d  s a v i n g s  d e p o s i t s  f r o m  t h e  m e m b e rs  t o  im p r o v e  

i t s  f i n a n c i a l  p o s i t i o n  a s  w e l l  a s  t o  u n d e r t a k e  p r o f i t a b l e  p r o j e c t s c  

T h o u g h  som e UCCAs a n d  o t h e r  c o o p e r a t i v e  s o c i e t i e s  h a v e  t h e i r  own 
godov.-ns f o r  t i m e l y  s u p p l y  o f  p r o d u c t i o n  i n p u t s  a t  r e a s o n a b l e  c o s t  

b u t  t h o s e  a r e  v e r y  i n s u f f i c i e n t  a s  p e r  r e q u i r e m e n t  and  a s  s u c h  

B A D C 's  god ovm s a r e  u s e d  t o  m e e t  t h e  r e q u i r e m e n t o

T h o u g h  n o  m a j o r  p r o b l e m s  a r i s e  i n  c a s e  o f  p r e s e r v a t i o n  a n d  s u p p l y  

o f  i n p u t s ,  p r o b l e m s  a r i s e  i n  c a s e  o f  p r e s e r v a t i o n  o f  a g r i c u l t u r a l  

p r o d u c e s .  G o d o w n s A i r e  h o u s e s  c o n s t r u c t e d  a t  d i f f e r e n t  p l a c e s  a t  

d i f f e r e n t  c a p a c i t i e s ,  b y  t h e  p u b l i c  a g e n c i e s  a r e  n o t  e n o u g h  f o r  

s c i e n t i f i c a l l y  m a n a g e d  t o  p r e s e r v e  t h e  a g r i c u l t u r a l  p r o d u c e s .  T o  

m i t i g a t e  t h e  a b o v e  s i t u a t i o n  t h e  c o o p e r a t i v e  s o c i e t i e s  a r c  t a k i n g  

s t e p s  t o  c o n s t r u c t  new godov/ns and  c o l d  s t o r a g e s  a s  p e r  r e q u i r e 

m e n t  o f  t h e  f a r m e r  m e m b e r s ,  o n  t h e  on e  h a n d  and  m a n a g in g  t h e  n e c e 

s s a r y  w o r k in g  c a p i t a l  f o r  m a r k e t i n g  t h e  s u r p l u s  p r o d u c e s  o f  t h e  

f a r m e r  m em b ers  a t  a t t r a c t i v e  p r i c e s  t o  p r o t e c t  t h e  b e n e f i t  o n  t h e  

o t h e i i

A t  p r e s e n t  t h e r e  i s  a  p r a c t i c e  o f  d e p u t i n g  G o v e r n m e n t  O f f i c e r s  t o  

m a n a g e  t h e  a f f a i r s  o f  t h e  c o o p e r a t i v e  s o c i e t i e s  i n  w h ic h  g o v e r n 

m e n t  p a r t i c i p a t i o n  i s  m o r e  t h a n  5 0 % o f  s h a r e  c a p i t a l  o r  l o a n s  a n d  

a d v a n c e s  i s  g i v e n  o r  g u a r a n t e e d .  T h e  G o v e r n m e n t  d e p u t e d  O f f i c e r s  

p e r f o r m  t h e i r  d u t i e s  u n d e r  t h e  d i r e c t  c o n t r o l  o f  t h e  M a n a g in g  C o 

m m i t t e e  b u t  t h e  m a n a g e m e n t  o f  t h e  s o c i e t i e s  c a n n o t  i n i t i a t e  a n y  

a d m i n i s t r a t i v e  a c t i o n  a g a i n s t  th em  i n  c a s e  o f  t h e i r  n e g l i g e n c e  t o  

d u t i e s  a s  t h e y  b e l o n g  t o  t h e  G o v e r n m e n t .  T o  o v e r c o m e  t h i s  p r o b l e m  

g o v e r n m e n t  h a s  r e c e n t l y  t a k e n  s t e p s  t o  I 'd th d r a w  i t s  o f f i c e r s  f r o m  

t h e  c o o p e r a t i v e  s o c i e t i e s  a n d  a d v i s e  t h e  m a n a g e m e n t  o f  t h e  c o o p e 

r a t i v e  s o c i e t i e s  t o  r e c r u i t  t h e  o f f i c e r s .  A c c o r d i n g l y  t h e  m a n a g e 

m e n t  o f  t h e  s o c i e t i e s  h a s  s t a r t e d  r e c r u i t m e n t  o f  o f f i c e r s  t o  e n s u r e  

b e t t e r  p e r f o r m a n c e  a n d  im p r o v e m e n t  o f  t h e  s o c i e t y  2 .s ‘ a  .whol'o 

T h e  o f f i c e r  v / i l l  b e  h e l d  r e s p o n s i b l e  i n  d . i s c h a r g e  o f  t h e i r  d u t i e s  

t o  t h e  M a n a g in g  C o m m i t t e e .
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® » Plarm-ing approac^ss:
The objectives of the short and long range planning is to improve 
the living standard of the members through economic and social gain 
J^eparing draft plan physical and financial (Budget estimated) the 
operational management placc it to the Board Meeting and the Board 

Check and Examine the objectives, strategis, alternative course of 
action, policies before placing the same to the A.GoMofor approval. 
In cooperative planning major emphasis is given for ensuring members 
benefits by giving them all sorts of development and promotional 
services. The development/progress at physical financial activities 
are checked and controlled by the competent authorities as per bud
get provisions.

9o Areas for planned development;
In Bangladesh, there is no scope of full time employment in agricul-* 
tural sector. During off-farm season marginal and small farmers in
cluding farm labourers become fully un-employed which creats finan
cial and economic crises for them. Besides, the small farmers cannot 
gain through farming because they sell their products at lower price 
during harvesting period and purchase it at higher price sometimes 
after the harvesting.

To overcome this situation and to make the farmer prospective throu
gh gainfull farming, there is need of creation of additional produC“ 
^ive base and employment facilities.

•

For these, marketing facilities and rural based profitable indus
trial project implementation is essential. The cooperative society, 
as the. promoter, can originate project proposal through its manage
ment and submit it to the Bangladesh Samabaya Bank Ltd. for finan
cial support. UCCAs and its member societies can originate project 
proposal and apply for necessary financial assistance & other ser
vices to BRDBc BRDB may sanction projoct to any UCGA or primary 
cooperative societies.



16

T h e  r r o . j e c t  s u b “ C O "iT i i t tc o  o f  t h e  s o c i c t y  im p lG ino nt and m o n i t o r  

t h e  c p 3r a t i o n  o f  t h e  p r o j e c t o  UCCA r e v ie v /  t h e  o p e r a t i o n  o f  t h e  

p r o j e c t  f r o m  t i m e  t o  tim.Oo

B e s i c . 5 3 ,  t h e  UCCA e v a l u a t e  t h e  o p e r a t i o n a l  p e r f o r m a n c e  o f  t h e  

p r o ’ C'Ct u n d e r  i m p l e m e n t a t i o n  p h a s e - v i/ is e .  A ny m em ber s o c i e t y  o f  

B a n g l a d e s h  S a m a b a y a  B a n k  L t d o  may o r i g i n a t e  p r o j e c t  p r o p o s a l  

an d  s-p p ly  f o r  l o a n  f o r  i m p l e m e n t a t i o n  o f  t h e  s a m e .  B e f o r e  s a n c 

t i o n i n g  l o a n ,  B 3 B L  o f f i c i a l  c o n d u c t  p r e - i n v e s t m e n t  s t u d y  f o r  

c h e c l i i n g  i t s  i n v e s t m e n t  v ;o r th o  I f  i t  i s  fo u n d  f i n a n c i a l l y  s o u n d ,  

t e c h n i c a l l y  and e c o n o m i c a l l y  v i a b l e  t h e  B S B L  a p p r o v e  t h e  p r o p o -  

s e d  p r o j e c t  f o r  i m p l e m e n t a t i o n « T h e r e  a f t e r  B S B L  a r r a n g e  n e c e 

s s a r y  m o n i t o r i n g  a n d  o v a l u t i o n  p r o c e s s  o f  t h e  o p e r a t i o n  o f  t h e  

p r o j e c t  b y  i t s  l o c a l  o f f i c e r s / s t a f f „

C o m p a r a t iv e  r o l e s :

No s e p a r a t e  r o l e  i s  p l a y e d  b y  t h e  a r g i c u l t u r a l  c o o p e r a t i v e  s o 

c i e t i e s  f o r  i m p l e m e n t a t i o n  o f  s c h e m e s  v / h ea th e r  i t  i s  a l l o t t e d  

b y  t h e  G o v e r n m e n t ,  o t h e r  a g e n c i e s  o r  t h e i r  ov/n. I n  m a j o r  c a s e s

o p e r a t i o n  i s  h a m p a re d  b y  t h e  n a t u r a l  c a l a m i t i e s  l i k e ,  f l o o d ,

h a i l - s t o r m ,  d r a u g h t  e t c »

T h e  p e r c e n t a g e  o f  p r o b a b i l i t i e s  o f 'D a m a g e s  S t a t e  o f  t h e  W o r ld "  

a r e  a s  f o l lo v / s

P r o b a b i l i t i e s  o f  t h e  h e a v y  d a m a g e s  i s  25%

P r o b a b i l i t i e s  o f  t h e  m .o d e r a te  d am ag e  i s

P r o b a b i l i t i e s  o f  t h e  l i g h t  d am age i s  40%c

C o n c l~ . is io n :

T h e  c c o p e r a t i v e s  h a v e  b e e n  p l a y i n g  a  v e r y  i m p o r t a n t  r o l e  i n  

n a t i o n  b u i l d i n g  a c t i v i t i e s  b y  u s i n g  m o d e rn  t e c h n i q u e  o f  d e v e 

lo p m e n t  o f  a g r i c u l t u r e  i n s p i t e  o f  m a n i f o l d  h i n d r e n c e s ,  d r a w 

b a c k s  a n d  d e f i c i e n c i e s .  T h e  c o o p e r a t i v e s  h a v e  b e e n  m o t i v a t i n g  

t h e  f a r m e r s  t o  u s e  f e r t i l i z e r s ,  i n s e c t i c i d e s ,  HYV c r o p s ,  P o w e r  

pu m p s, D eep T u b e - v / c l l s ,  S h a l lo v /  T u b e - v / e l l  a n d  o t h e r  m a c h i n e r y  

an d  e q u ip m e n t  t o  a u g m e n t  t h e  a g r i c u l t u r a l  p r o d u c t i o n  an d  h e l p



H e g io n a i O f f ic e  to r  
A s ia  & th e  P a c if ic

Si;:th JTC/91-9: 21st 0ctDberl991

SIXTH ICA JAPAN TRAir4ING COURSE ON 
STRENGTHENXNG HAMAGEriEMT Op AGRICULTURAL 
COOPERATIVES IN ASIA,
DCTGSER 21, 1991 - MAY IS, 1992

Paints fcr Group Discussiar, - 2 1 .10.91 
Banal adash

1. What ars ths charactsristics Df the Bangladesh dairy 
agricultural canperativs ;r:Qvej7ier;t?

What ars the pasitive and negative factors you have 
identi-fisd in respect af • affective services tc .TieiTibsrs?

I'Jhat are yaur suqgesticns for imprDVing th.e organi sati onal 
set u p  and functions of ths cGoperstives in Bangladesh?

GROUP LEADERWS TO REPORT ON TRANSPARANCIES USING THE OVERHEAD 
PROJECTOR.
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t p C H l N A  F E D E R A T I O N  O F S U P P L Y  AND M A R K E T I N G  C O - O P E R A T I V E S  

----------------------------------------------------------------------------------------------------------- -—— —

t h e  s u p p l y  a n d  m a r k e t i n g  c o o p e r a t i v e s  in c h i n a

*■ ?•'.■:•
' •
‘.The cooperatives case into being in China in 1920s 

/ihen China was still a seoi-feudal and semi-co1onia 1
'W-•'country, and the people then lived a misoiy life. Soae

^workers, faroers and students organized a few
t-
^consumer cooperatives, industrial cooperatives, tran

sport cooperatives and trust cooperatives for the
k
.better. But those cooperatives failed to grow widely
l>.duo to many re as on s .

After the founding of the People's Republic of China 

,ln 1949, the Chinese Governoent started to encourage 

the establishment of different cooperatives and took 

■any «>••:»suros to support then, as a result, the 

^hinese Supply and Marketing cooperaives (SMCs) en(.«^rod
r new historial era of rapid development. At present,

.there exist the SMCs , credit unions, handicraft
•f
Cooperatives and housing cooperatives etc. The Chinese
u’T
V
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SMC.s with faroers as the liuckiioiie, is usnong all th^ 

largest-scaled and :.u>.st influential cooperative 

Boveaent in China and it has bo.ciui.i .» vr.i y important 

sector of our natiuonal economy playing a vital rol^ 

in our oodernization drive. By the end of 1989, the 

SMCs* neabership is 150 aillion households, 80 per 

cent of the total rural faoilies and the share capital 

of members totals 3.9 billion yuan, the capital in 

SMCs reaches 50.4 billion yuan and the annual turnover 

adds up to 350 billion yuan. Nationwide, there arc 

800, 000 service net-works of different kind with 4. 6 

million employees. The Chinese SMCs are in a four~lier 

structure as shown below.*

32,000 primary socititics 

2,300 cooperati ve ' ^ i o n s  at county level 

29 cooperative unio^fs at provincial level
y1 federation 

All China Federation of Supply 

and Marketing Cooperatives

The aim of setting up the SMCs in China is to serve 

farmers in t!»eir ^induction and tlieir life, tlius- tin 

SMCs have a wide business scope. As a matter of fact, 

tiiey are dealing with whatever farmers need in their 

daily production and life, such as c o t t o n ,,j u t e , tea, 

animal products, fresh and dried fruits, vegetables



j other mil; [ VO l> i OiiiicI..s , i:h('.iii i ca I f orl. i I i zor.s ,l900
pesticides, futm plastic film, small tools, large 

faroing machines, daily necessities and non-stable

^Ifoods, they are also recycling waste materials,
4fextending catering, hotnl, nipairing and other

'^gQf-yices. Among tliesc, the handling of cotton and 

fagricultural production means are even monoplized by 

?SHns as entrusted liy the state.

For m e m b e r ’s convenience, tlie SMCs put a lot of 

efforts to the establishment of their business 

inet-works and the service outlets of SM(>s are 

spread over 2/3 of all villages across the country. In 

recent years, the SMCs have aKso osi.ahlished 7, 295

r department stores in small townships and 3, 807
¥
agricultural and sideline product.s trading centres in 

cities. With these net-works as the basis, the SMCs 

organize primary cooperative societies to jointly 

purchase industrial products and sell them through 

■any cooperative outlets^ and collect farm products 

through many cooperative outlets and sell them jointly 

this way, tlie cost for tiaiuiliiig is reduced and the 

business efficiency increased.

regard of supporting farmers' production, the SMCs 

only manage to supply the needed agricultural



production neans and soil out farmers' products 

their behalf, but also bring up an agriculture^ 

tochi) i i: i .1 n rori^o of iiioro than 200,000 people to gu{^ 

farmer meBbers to develop couiiiiorc i a 1 i zed production. 

And esch year, the SMCs also use a ourtui| 

proportion of the profit after tax as- the productioJ 

aids for farmer members.

China is an agricultural country with 80 per cent of 

its 1.1 billion people living in t;ho countryside. The 

agr i cu 1 tura I-tM'oduc t i on directly influences the. wlmlfi 

development of the national economy. Since 1979 when

the rural economy reform started, the system of.f
• - -4

family-based self-responsibility for the profits andy|
losses was was widely adopted which once largely*
stimulated f armers’ enthusiasm in production and 

strongly promoted the development of agricultural 

production. However, the family based production was 

also confronted wi t.h a lot of difficulties too big for 

the families to tackle by themselves. So, the social' 

services become more and men i-. necessary. To solve 

problem, the SM(>s n»:tively seek and proper the syste* 

of supporting agricultural pruductiou. First, they s e t  

up over 80,000 "crop hospitals" and other s e r v i c e  

centres of I.In; similar kind to carry out the soil 

analysis and protect against pests for farmers.



Secondly, they develop commercialized production bases 

j-o orfeanize farmers' production and operation. In 

recent years, the SMCs have supported the

establishment of 743 commercialized production ba.seS 

which promotef the rural commercialized production to 

grow into rational scale. Thirdly, the SMCs organized 

- f ^ m o r e  than 10,000 specialized production 

associations and specialized cooperative societies in 

order to facilitate farmers' production in anorganized 

way and develop the comranrnia 1 iznd production towards 

the direction of integral operation, t'orthly, the SMCs 

largely promote tiu; process of agricultural products.

At present, the SMCs have already set up 35,000 farm 

product pro«;nssing uii f.<irpr i sos with an annual turnover 

of nearly 20 billion yuan. All the measures mou (. i (uu-.d 

above liavo coti I. r i bu l.od a lot t:h«i iln v li I u l. of the

rural coiniiw . . ' ? i ' i .1 p i odit c. t i on and tlio increase of

the f a r m e r s ’ income.

Wliel.hcr a coopcrii J. i v i- '=-;■ i/.ati(»n is successful or 

not depends to u groat upon the management

c;»iitib i 1 i ty of cooper a t i eve I ea ders . Therefore, the 

Chinese SMCs on one hand, have os i.ab I i sliod a r.H.hor 

coaplete and strict system of intnrniil management, on 

the other^ they put much emphasis on mmnber and .staff 

'•*'ainning and education. Tlirough efforts of the past



40 years, tlio Chinese SMCs have already set up 1, 50 q 

edncation institutions of different kinds, aaong which 

there are two cooperative institutes of 4-year 

>»schooling period with 3,200 students, 84 technica 

scfiddls (>r X-yt'.ur schooling period with 25, 000 

students, 1,488 short period, trainning schools capahlo 

of trainning 400,000 people each year. In a word, a 

whole cooperative education systen has been completed.

Currently, the Chinese SMCs arr. striving to fulfill 

the t a s k s h&lov/.

to provide systeaatic services for rural coranodity 

production and to shoulder the tasks of exploring now 

arc.is for production, extending technical guidance to 

farmors and processing and marketing farm produces for 

U) o m b e r s .

---- to develop horizenal econoaic cooperations,

organize miilti regi 'ui', s«5«;f;ors col 1 iihora I. i ons

(if V ii I i ous forms at d i i t t i < «. t V  ' ,uid constant 1 y 

expend business scale and service areas.

— to further develop faro products processing 

businesses and to improve the quality of products 

efficiency of bu.siiK^sses througli utilization of



advanvf id  t(5i:hno 1 ony and w o r k m a n s h i p .

----to introduce various methods in matnigeinent and

oxtcnd all kinds of oo I I ahorut. i ons with othnr 

entities and serve as agc'nts of members in purchasing , 

■arketing, storing, and transporting.

---- to open more supply and marketing cent.ii.; iind

develop markets and agricultural products who1:.s;ile 

centres in urban areas and constantly enlarge business 

range, and

---- to develop education and science undertakings with

■ore efforts put into the existing institutes, nud 

technical schools to improve staff and m e m b e r s ’ 

management standard and accelerate the commodi1;y 

interflow with modern means.



R e g io n a l O f f ic e  fo r  
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Sixth JTC/91-92 26th October 1991

SIXTH ICA JAPAN TRAINING COURSE ON 
STRENGTHENING MANAGEMENT OF AGRICULTURAL 
COOPERATIVES IN ASIA,
OCTOBER 21, 1991 - MAY 10, 1992

Points f a r  Group Discussion - 26.10.91 
China

What are the character!stics of the Chinese 
agricultural cooperative movement?

2. What are the positive and negative -factors you have 
identified in respect of effective 
services to members?

3. What are your suggestions for improving the organisational 
set up and functions of the cooperatives in China?

GROUP LEADERS TO REPORT ON TRANSPARANCIES USING THE OVERHEAD 
PROJECTOR.
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A CRITICAL EXAMINATION OF COOPERATIVE ORGANISATIONAL 
STRUCTURES AND MANAGEMENT PRACTICES AND PROBLEMS IN DELHI

1. INDIA - PHYSICAL
1.0 GEOGRAPHICAL SITUATION AND FRONTIERS:

India natively known as Bharat, lies in the Norhtern
Hemisphere. The mainland extends between latitude
8“4' and 37°6' North and longitude 68°7' and 
97°25' East. It measures 2,000 miles (3,124 km) 
from north to south and 1,850 miles (2,933 km)
from east to west, covering an area of 32,87,782 
sq.kms. It has a land frontier of 9,, 425 miles
(15,200 kms.) long and a coastline of 3,535 miles 
^,689 kms.)

India is the seventh largest and second most 
populous country in the world. According to 1991
census it has a polulation of 845 million (Provisi- 
sional..), 80 percent of which resides in rural 
areas.

India is surrounded by Nepal, Bhutan and China
to the north; Pakistan and Afghanistan to the
north-west and Bangladesh, Burma and China to
the east. To the south we have the Indian ocean 
and island country of Sri Lanka.

1.1. TOPOGRAPHY OF THE LAND:
1. TOTAL LAND AREA; ;̂ 28 million hectares (810 m.

acres).
2. PLAINS: 141.6 m hectares, covering

43% of total land.
3. MOUNTAINS 35 m. hectares, accounting

for 10.7% of total land and 
only 5% of which is suit
able for agriculture.

4. PLATEUS: 103 m. hectares i.e. 27.7%
..of total land. Half
of the plateus lies in



central India, 12.1 m.ha. in
North-West 11.5 m.ha. in
South and 8.3 m.ha. in
East India.

5. HILLY TRACTS: 61 m.ha or 18.6% of total
land.

1.2 PHYSICAL DIVISIONS:
Geographically India comprises of the following 
five well marked natural divisions, based on
physical conditions:

a) The Himalayan Region;
It stretches over a length of 2400 kms. long
the northern boundary of India with a varying
width of 240-320 kms.

b) The Plains of Northern India:
This region includes the most fertile Indo- 
Gangetic Plains of the Satluj, the Ganga and 
the Brahmaputra rivers.

c) The Great Indian Desert:
To south west of the Satluj - Ganga Plains,
stretches the Great Indian Desert having 
sandy plains dotted with hillocks and shifting 
sand-dunes.

d) The Deccan Plateau:
This is the great table-land of south Indian 
Peninsula,, stretching from the Aravallis,
the Malwa Plateau, the Vindhyas, the Satpura
Hills and Chhota Nagpur Hills in the North, 
almost right ̂ down the Cape Camorin (Kanya-
kumari) in the south.

: :  2 : :
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e) The Coastal Plains;
These plains iie between the sea and the
Western and Eastern Ghats. The west coast 
plains in a very narrow and. the East Coast 
Plain is fairly wide and contains the fertile 
deltas of Mahanandi, the Godavari, the Krishna 
and the Kaveri.

: 3 :

1.3 AGRO-CLIMATIC REGIONS:
The Planning Commission of India has delineated 
15 agro-climatic regions, based upon broad agro- 
climatic similarity;, planning and operational 
convenience. Zoning of the country in such a manner 
that the variations within a zone is less, aims 
at scientific management of regional resources 
to meet food, fibre, fodder and fuel woods without 
adversely affecting the status of natural resources 
and environment. The regions are:

ZONE
NO.

GEOGRAPHICAL 
NAME OF THE REGION AREA(m.ha.)

RAINFALL RANGE 
IN SUB ZONES(mm)

i. Western Himalayan Region 24.5 0165-2,000
ii. Eastern Himalayan Region 27.5 1840-3,528
iii. Lower Gangetic Plains Region 06.9 1302-1,607
iv. Middle Gangetic Plains Region 17.0 1211-1,470
V . Upper Gangetic Plains Region 14.3. 0721-0,979
vi. Trans Gangetic Plains Region 12.5 0360-0,890
vii. Eastern Plateau S Hills Region 39.5 1271-1,436
viii. Central Plateau 6 Hills Region 37.5 0490-1,570
ix. Western Plateau S Hills Region 33.2 0602-1,040
X . Southern Plateau 5 Hills Region 39.4 0677-1,001
xi. East Coast Plains S Hills Region 19.2 0780-1,287
xii. West Coast Plains S Ghat Region 11.4 2226-3,640
xiii. Gujarat Plains 6 Hills Region 19.6 0340-1,793
xiv Western Dry Region 17.5 395
X V  . The Islands Region 08.3 1500-3,086

..4



2.0 INDIAN AGRICULTURE AT A GLANCE:
The large extent of area and a great variety of physical 
and natural features and climate combined with natural. 
fertility of the soil, enable the country to produce 
every kind of vegetative life. A brief mentioirt is
as under

2.1 TEMPERAT/01E HIMALAYAN REGION:
(i) Eastern Himalayan Region:

Heavy rainfall, thick forest of sal, mainly
tea-growing area with a little paddy culti
vation.

2.2 WESTERN HIMALAYAN REGION:
Dry climate but more winter rainfall on northern
side, Mainly horticultural crops - particularly almond, 
apples, cherries, apricots, peaches, pears and plums 
are grown. Other cultivated crops are potato, maize 
and paddy. Goats and sheeps are principal domestic 
animals.

2.3 NORTHERN DRy (or Wheat)REGION;
Comprises of Punjab, Haryana, Delhi, North Guj/^t,
Western UP and parts of IMP having a very low rainfall 
with alluvial and sandy soils. The chief crops include 
wheat, barley, gram, maize, jawar, bajra and cotton. 
Camels, cattles, buffaloes, donkey, sheeps and goats 
are also common.

2.4 EASTERN WET (or Rice) REGION:
It includes Assam, Meghalaya, Tripura, Manipur, 
West Bengal,, Bihar, Orissa, Eastern UP, Andhra
Pradesh, Eastern Tamilnadu, Kerala and Eastern MP. 
The annual rainfall is around 150 cms. soils are mainly 
alluvial and main : crops are rice, jute, sugarcane 
and tea.

: :  4 : :
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2 . 5  WESTERN WET (or Malabar) REGION:
iyIt comprises Keraia, Western Coastal st̂ p, Karnataka

and adjoining areas having annual rainfall over 250 
cms. and lateritic soils. This region is best suited

: :  5 : :

for plantation crops viz. Coconut,, Tapioca, Cashew- 
nuts, Acrecanuts, Rubber, Spicg, Black Pepper and 
Cardamom* Rice is main food crop.

2.6 CROPPING PATTERN:
Food grain crops are concentrated upon rice, millet 
and wheat with some maize and barley occupying 
about 71 percent of cropped area. The area occupied 
by rice is 23 percent^ c^rse cereals 22 percent, wheat 
and oilseeds about 13 percent each and followed by
oilseeds with 10.5 pecent. A substantial area also 
lies under tobacco, potatoes, fruits, tea, coffee,
rubber and coconuts.

2.7 AGRICULTURAL PRODUCTION AND PRODUCTIVITY:
After Independence, Indian agriculture has made tremendous 
progress. The food-grains production increased from 
50.8 million tonnes in 1950-51 to 176.5 m. tonnes in
1990-91 (provisional). Production of sugarcane increased 
from 57 million tonnes to 210 million tonnes during 
the same period. Oil seeds production was more than 
doubled during 1950-51 to 1988-89 from 5.16 to 17.9 
million tonnes. Similarly production of cotton (lint), 
jute and mesta increase’d from 3.04 million and 3.30

a
million balles to 8.09 million and 7.70 million bales 
respectively during the same period.

. . . .  6 .
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AGRICULTURAL PRODUCTION AND PRODUCTIVITY 
(1951-52 TO 1988-89)

S.
NO. CROP

TOTAL PRODUCTION 
(M.TONNE^ 

1951-52 1988-89
AVG. YIELD 
(KGS/HA.) 

1951-52 1988-89
1. Rice 21.3 70.6 714 1,688
2. Wheat 06.1 54.0 653 2,241
3. Coarse Grains 23.0 35.0 - -
A. Beans 03.4 13.7 448 589
5. All Foodgrains 52.0 1700 536 1,327
6. All Oil seeds 05.1 17.9 430 827
7. Sugarcane 61.0 204.0 31,786 60,673
8. Fruits 6 Vegetables - 70 - -
9. Cotton (Unit) @ 3.3 8.7 85 202
10. v|ute & Mesta * 4.7 7-7 1,074 1,725

@ M.Bales of 170 kgs. each 
M.Bales of 100 Kgs. each

Analysis of growth in the agriculture reveals that 
during the period 1900-1950, the growth rate was
0.3% per annum; which shots up to 2.65% during the 
period 1949-50 to 1978-79. The growth rate further 
shot up to 3.59% during Sixth Five Year Plan.

The growth in Indian agriculture may be contributed 
to structural changes in the land ownership right, 
tillers, substanial increase in irrigated , adoption
of High Yielding Varieties and use of modern agro
inputs like seed, pesticides, fertilisers, credit etc.

3.0 AGRICULTURAL COOPERATIVE IN INDIA:
The cooperatives in India started with the limited 
spectrum of disbursement of credit to rural people 
as a defensive mechanism against usurious money lending. 
These cooperatives have diversified in many new

.... 7
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fields viz. marketing and processing cooperatives, 
inputs supplying coperatives, integrated cooperative
industries, consumer cooperatives, industrial coopera- 
tioves, housing cooperatives etc. As on 31.3.1990, 
there are 3,38,000 cooperative societies having a 
total membership of 156 millions. The paid-up capital 
and working capital of these cooperatives are Rs. 52423 
millions and Rs.6,21,445 millions respectively.

The growth of these cooperatives during pre-Indepen
dence period was influenced by the emergence of 
small and marginal farmers due to fragmentation of 
land holdings. Statistics indicates that as against
6.6 percent increase in the rural households between 
1953-54 and 1971-72, the cultivated area increased 
by only 20 percent which led to reduction in the 
average size of farm holding from 2.5 hectares to
a little m o re than 1.5 hectares.. The growth of coop
eratives during post-Independence period showed remark
able progress due to government policies. The govern
ment viewed the cooperation as an instrument to improve 
the rural economy.

The illiterate and ignorant rural masses found the 
agriculturaL cooperatives as a source of cheaper loan 
and, therefore, they joined these societies to get 
loans or scarce commodities or other facilities made 
availabe on concessional.

3.1 BROAD STRUCTURE OF INDIAN COOPERATIVES:
By and large the cooperative institutions in India 
observe a three-tier struture. Members join together 
to form a primary agricultural cooperative societies 
(PACS) like village level primary multi-purpose societies 
which undertake activities like credit, marketing, 
supply of inputs and consumer items or single purpose

: :  7 : :
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societies like urban cooperative banks and urban
industrial soocieties. These societies r.c.c
at the District or Provincial or Natinal level. 
The primary cooperative societies reinforce their
financial resources and receive managerial and
technical assistance for running the society.

At District level the major cooperative institutions 
are the District Cooperative Central Banks, District 
Cooperative Land Development Banks, District Co
operative Consumes and Marketing Societies. These 
Districts level societies do funding of primary
societies and enable them to serve their members 
by providing short, medium and long term credits, 
inputs and managerial and technical guidance.

The Primary and district level institutions federate 
themselves into provincial level sectoral cooperative 
institutions. Important among them are State Co
operative Marketing and Supply Federations, State 
Cooperative Consumer Federation, State Cooperative 
Banks and State cooperative Land Development 
Banks. Most of the state level institutions are
also having their regional and branch offices at 
the District level. The institutions are financially 
very sound and play major rol<̂  in policy formulations 
and supply of resources to their member institutions.

3.2 ROLE OF COOPERATIVES IN INDIAN AGTRICULTURE:
As stated earlier, cooperatives have diversified 
in many segments and they have recognised as
principal instruments of achieving the objectives 
of National Agricultural Policy. Over the years, 
four types of agricultural cooperatives have emerged 
in the country:

: :  8 : :
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1. Input Supply Cooperatives proovide
agro-inputs at the farmers doorsteps 
and also provide storage facilities
for fertilisers, seeds, agro-chemicals 
etc. at the village level. These co
operatives are also known as PACS 
and large sized agricultural multi-purpose 
societies (LAMPS) in tribal areas. 
Total number of such societies is nearby
90,000 with a membership of 91.8 millions.

2. Marketing Cooperatives are enagged 
in sale and purchase of agricultural 
produce. These societies intervene the 
market at primary level and provide 
support price to secure better price 
to the farmers.

3.. Value Adding Cooperatives also known
as processing and specialised commodity
cooperatives are engaged in agro-processing 
activities,, Important among them are
sugar cooperatives, coooperative spinning 
mills, weavers cooperatives dairy coo
peratives, oil seeds and horticultural 
cooperatives, tobacco; grovers' cooperatives, 
fisheries cooperatives, labour cooperatives
etc.

4. Integrated Cooperative Industries to
manufacture agricultural inputs and 
machinery. Important of these are IFFCO 
and KRIBCHO in fertilisers production
and National Heavy Engineering Cooperatives 
for manufacturing machinery for sugar, 
dairy and oilseeds cooperatives.

9 : :
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3.3. SERVICES BY AGIRUCLTURAL COOPERATIVES TO
FARMING COMMUNITY:
1. provide short term, medium term and long

term agricultural cooperatives.

2. supply of agro-inputs such as fertilisers,
seeds and agro-chemicais.

3. harnessing of irrigation potential.

4. creation of infra-structure for processing
and marketing of agricultural produce.

5. provide specific programmes support for
the development of rural poor, small and
marginal farmers.

3.4 AGRICULTURAL CREDIT THROUGH COOPERATIVES;
The agricultural cooperative movement in Indian 
started principally as Cooperative Credit Movement. 
Till 1969p cooperatives were the sole agency to 
provide agricullture with investment and working 
finance. After 1969, with the adoption of multi
agency approach to agricultural finance, nationalised 
commercial banks and regional rural banks have
also provided agricultural credit in additioin
to cooperatives. Credit Cooperatives disbursed 
Rs. 54420 millions of agricultural credit during
the year 1988-89 through 90,000 PACs,, affiliated 
to 351 Central Cooperative Banks. Long term credit 
structure consisted of 1384 Primary Land Development 
Banks affiliated with cooperative agriculture and 
Rural Development Banks; which disbursed long 
term loans of tha order of Rs.7310 millions in 
1988-89.

...n.
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At the national level, the short and medium loan 
disbursing structure is affiliated to National Fe
deration of State Cooperative Banks (NFSCBs).
Similarly long term structure is having National 
Cooperative Agriculture and Rural DevelOj^pment 
Bank's Federation (NCARDB). These federations
eing promotional and Development Organisations, 
provide a common forum to member banks to come 
together and try to find out solutions to problems 
facing the cooperative credit structure.

: :  11 : :
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Institution 1980-81 1981-82 1982-83 1983-84 1984-85.

1, Co-operatives
i. Short-term
ii. Term Loans

15260
6000

17660 19570 
6830 8090

22420 25000 
6630 7500

21260 24790 27660 29050 32500

II. Commercial 
6 Regional 
Banks

Banks
Rural

i. Short-term
ii. Term-loans

5170*
4970*

6230* 8000** 
5050* 10100**

9400** 11000** 
12100** 14500**

10140* 11280* 18100** 21500** 25600**

* Relates to Commercial Banks 
Estimated

DISTRIBUTION 'OF AGRICULTURAL CREDIT (RS. IN CRORE)

AGENCY 1985-86 1986-87 1987-88 1988-89 1989-90 Anti-
(Target) cipa

te d
Achievement

1989-90
1 2 3 4 5 6 7

Cooperatives
Short term 
Med.Term 
Long Term

2747 2824 
394 531 
543 560

3320
567
691

3833 4494 4223 
381 392 416 
731 893 869

3684 3915 4578 4945 5779 5508

Commercial Banks/ 
Regional Rural Banks
Short Term 
Term Loan 3110 3796 3934 6310 7535 NA

GRAND TOTAL 6794 7711 8512 11255 13294 5508



Entire organisational set-up of agricultural finance 
is linked with National Bank -.'Of Agrticulture
and Rural Development (NABARD). The bank supports 
cooperative agricultural financing system by pro
viding refinance at concessional rates of interest- 
Credit limits are sanctioned for normal and special 
agricultural development programmes. As on 31.3.89, 
the refinance outstanding was Rs. 53420 millions 
and general line of credit for short/medium and
long term were at Rs.24500 and Rs.2660 millions.

It has been estimated that the direct demand 
for agricultural credit will gradually rise from
Rs.27,500 million in 1989-90 to Rs. 57300 millions
in 1994-94 and further to Rs. 10,800 millions in 
1999-2000. This is to be met jointly by the
cooperative credit structure as well as commercial
and rural banks. The cooperative statement and 
flow of credit to the agriculture sector during
10 years is given in table 1..

3.5 AGRO SERVICE CENTRES:
To meet the requirements of farmers,, particularly 
small and marginal, cooperatives have established 
about 230 agro-service centres for providing custom 
hiring facility in agricultural machinery largely
in agriculturally less developed states.

3.6 HARNESSING OF IRRIGATION POTENTIAL:
Irrigation and lift irrigation cooperatives are
playing a limited role in harnessiong irrigation 
potential mainly ground water utilisation. Agricul
ture and Rural Development Cooperative Banks 
have been extending technical and financial support
in their areas. They have started 8044 ordinary

eand 2,80,233 schematic projects inv^ving an amount 
of Rs.282,000 million.

: :  13 : :
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3 . 7 M AR KETIN G  C O O P E R A T IV E S :

xnCooperative showedjhemarkable performance 
marketing of agricultural produce to|provide proper 
marketing support to the farmers. Almost every 
primary marketing centre in the country is covered 
by a cooperative marketing society.

During the year 1989-90, marketing cooperatives 
handled agricultural produce worth over Rs.62,000 
millions. Coperatives procured 24 percent worth 
of total wheat procurement in the country and
37 percent of national procurement of jute by 
the Jute Corporation of India.

Cooperatives through a wide network of nearly
76,000 retail outlets distributed 4 million tonnes 
of fertiliser nutrients during the year 1989-90, 
which accounted for 35 percent of the total ferti
liser distribution. Other inputs worth Rs.2180 
millions were also provided through cooperatives.

The progressive business turnover of the coopera
tive marketing societies for the past 10 years 
is as under:-

YEAR (Rs.in Million) YEAR (Rs.in Million)
1978-79 17970 1984-85 30322
1979-80 18000 1985-86 41335
1980-81 19500 1986-87 40138
1981-82 21000 1987-88 54160
1982-83 23178 1988-89 -

1983-84 25664 1989-90 62000

15
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The network of cooperative marketing structure 
comprises of 7141 primary marketing societies,
164 district/central societies, 29 general state 
cooperative marketing federations and 16 special 
commodity marketing federations. At the national
level, National Agricultural Cooperative Marketing
Federation of India (NAFED) is the apex Coo
perative Marketing organisation.

3.8. COOPERATIVES PROCESSING:
Value adding cooperatives are engaged in agro
processing activities providing infra-structure 
for the benefits of farmers through value addition 
to various agricultural commodities. The principle 
segments of these cooperatives are sugar, spinning, 
dairy, oilseeds and horticultural crops.

1. Sugar Cooperatives:
In order to support sugarcane price and
procure care on remunerative prices to farmets,
217 cooperative sugar factories are organised 
which crushed 52 million tonnes of sugar 
cane and produced 5.05 millions of sugar
(1989-90) accounting for 60.5% of National 
Production of Sugar. These factories are
federated in 9 State Federations of Coopera
tive and at the national level National..
Federation of Cooperative Sugar Factories
works as apex body.

2. Cooperative Spiminq Mills:
These are 429 cotton ginning and processing
units and 107 cooperative spinning mills
with a total spindleage of 2.913 millions
accounting for 20 percent of total spindleage
capacity of spinning mills in the country.

: :  15 ::
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These societies are federated into 6 State
Federations of Cooperative Spinning Mills 
and at national level into an All india Fede
rations of Cooperative Spinning Mills.

3. Weavers Cooperative:
These are organised to promote domestic 
and export market for handloom products.
Nearly 58 percent of the Handlooms in the 
country are under the cooperative fold accoun
ting for 30 percent of the total fabrication. 
These are 16,571 primary handloom weavers 
cooperative societies federated into Regional/
District & State Handloom Cooperative Federations 
and finally into; All India Handloom Cooperative 
Fabrics Marketing Cooperative Society.

These cooperatives had a business turnover
of Rs.5187 millions during the year 1989- 
90.

4. Dairy Ccxjperatives:
They have not only helped small farmers 
to increase their income but also made avail
able milk to urban population. There are
60,000 Primary/District/State Cooperative 
Federatiions federated at national level 
into National Cooperative Dairy Federation
of India Ltd. having a membership of 6.90
million farmers procuring 8.29 million by
milk pe>tday.. There is 13.93 million litres
per day rural milk processing capacity 
and 7.17 million litre per day urban milk 
marketing.

: ;  16 : :

___ 17.



Nearly 27,300 societies are covered under 
the Animal Health Programme, 10,405 villag®6 
societies were provided with Artificial 
Insemination services and about A305 tonnes 
per day balanced cattle feed, compounding
capacity available is 173 milk shed of 22
states/UTs.

National Dairy Development Board (NDDB)
is responsible for development of a cooperative 
based National Milk Grid.

5. Oilseeds Cooperatives:
300 cooperative oilseeds processing units
are organised for achieving self-reliance
in oilseeds. In order to help the marketing
operations,, cooperatives have established 
664 rice mills, 73 dal mills, 53 groundnjUtt
processing units, 12 for cotton seed processing,
5 for soyabean, 35 solvent extraction units 
and 6 hydrogenation plants.

6. Horticultural Crops;
Cooperatives have been improving their
performance in marketing of fresh fruits
and vegetables. The value of fruits and
vegetables marketed by cooperatives during 
1988-89 is estimated at Rs.835 million.
38 fruits and vegetables processing units
have been set- up by cooperatives which
produced 1701 tonnes fruit and vegetable
products in 1987-88 and marketed products 
worth Rs.28 millions. In order to provide
scientific cold storage for potato and other 
semi-perishable produce, the cooperatives
have organised 239 cold storages with 6,80,000 
tonnes capacity. ,

: :  17 : :
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Tobacco Growers' Cooperatives, Labour Co
operatives, Fisheries Cooperatives, Housing 
Cooperatives are also working in their res
pective sectors to help the poor masses.

3.9 FERTILISERS COOPERATIVES
IFFCOand KRIBHCO produced produced 1.876 million 
tonnes of fertilises nutrients in 1989-90, accounting 
for about 22 percent of indigenous M.&P production 
in the country. Capacity utilisation of those co
operatives is a model for other fertiliser units. 
IFFCO I marketed 2.87 miliiion tonnes and 1.72

^  A < A > c c t iv « ! Lmillion tonnes of fertiliser material^ ̂ during  ̂the 
year 1990-91 through PACS and their own network 
of about 200 farmers Service Centres.

3.10 STORAGE;
Cooperatives have created a storage capacity

Vof 11 million tonnes and pro^de scientific sotrage 
to agro-inputs and agricultural produce. Over
4,800 PACS and most of the marketing societies 
now own their godowns.

3.11 SOCIO-ECONOMIC DEVELOPMENT THROUGH COOPERATIVES:
For poverty alleviation, national development 
strategy visualises three types of programmes 
viz. Integrated Rural Development Programme (IRPP) 
for providing necessary fil^ance to the people
below poverty line too enable them to undertake 
both land based and non-farm activities for self- 
employment, National Rural Employment Programme 
(NREP) for generation of additional gainful employ
ment in rural areas to the extent of 300-400 million 
mandays per annum; Rural Landless Employment 
Guarantee Programme for providing employment 
guarantee by involving them in various public
works. Although these programmes are beneficiary

...19.



Oriented,, but cooperatives thejfte. play an impor
tant role in providing them with necessary financial
and organisational support. Beneficiaries under
IRDP are encouraged to form cooperatives such
as dairy, poultry, piggery etc. so that an assured
avenue for earning is opened to them.

To undertake triple functions of credit, marketing 
and distribution of consumer articles in tribal 
rural areas 2912 large size Adivasi Multipurpose
Societies (LAMPS) are organised, wherein specific
schemes for enrolling the scheduled caste and
scheduled tribes are envisaged and about 23%
of a total membership of 4.78 millions belongs
to these section.

The fertiliser cooperatives (IFFCO & KRIBHCO) 
undertake a number of farmers welfare activities
as an essential part of their fertiliser promotion 
programmes which comprises of farmers education
programmes such as . farmers meeting,, Field Demon
strations, Crop Seminars, Distribution of Technical 
Literature to farmers and several social welfare 
activities like tree plantation, - medical check
up campaigns for animals and human beings in 
the villages adopted by them for overall socio
economic development. These cooperatives also
organise training programmed for grass root workers 
of PACS.

3.12 GENERATION OF EMPLOYMENT OPPORTUNITIES:
Cooperatives have provided direct employment 
to thousands of people. There are 17,983 Primary
LabouTU Contract and Construction Cooperative Societies 
having a membership of 1.18 millions and 1,556
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Primary Forest- Labourers Cooperative Societies 
with a total number of 0.58 million members.
Similarly there are 35,270 Primary Industrial 
Cooperatives having a membership of 2.35 millions. 
These cooperatives not only provide gainful employment 
to the weaker sections of the society but also
act as agency for ensuring social justice.

3.13 IMPROVING QUALITY OF LIFE:
*Cooperatives with a very wide network and their 

effective proximity to rural prople improve the 
economic status of people by ensuring higher
income and improve the quality of life by providing 
essential commodities viz. sugar, edible oils,
soft cake, kerosene, tea, coffee, match boxes,
exercise book for children etc. through Public
Distribution System. Essential consumers items
worth Rs.20,750 millions were made available 
to the rural community by cooperatives in 1988-
89 through PACS and LAMPS. Besides, in urban 
areas also a wide network consumers cooperatives 
at primary,, secondary and national level has
been created. There are 23,048 primary consumers
cooperative stores 631 wholesale consumers coop
erative stores federated into 25 State Cooperative
Consumer Federation and at national level into 
National Cooperative Consumer Federation as on 
31.3.1989.

4.0 DEVELOPMENT OF COOPERATIVES IN INDIA:
Various Approaches:
The Indian Cooperative Movement is more than
eighty years old but its development is largely
of a lopsided nature. The credit sector is dominant
and marketing, processing and consumers cooperatives
are yet to take deep root.

: :  20 : :
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A planned approach towards promotion and organisation 
of cooperatives was taken up dring second five 
year plan. The All India Rural Credit Survey
Committee Report of 1954 suggested state partnership
in the share capital of cooperatives to strengthen
the credit and market activities. The extension 
of crop loan was also linked up with marketing
processing. In a course of subsequent development,
under the plan, the three structures for credit
marketing and consumer activites have been set
up.

For promoting and development of cooperative
programmes for various economic activities in 
the rural areas, the Govt, of India has set up
the National Cooperative Development Corporation
(NCDC) which provides consultancy and technical 
services to cooperative institutions, financed by 
it. The promotional agencies operating at the 
central level for revitalisation of cooperatives
are NCUI and NABARD.

4.1 TRAINING S EDUCATION
The National Cooperative Union of India is vested 
with the rersponsibility of arranging training 
and education for human resources development 
in cooperatives. It organises con4rences, seminars, 
expert meetings and study group to review field 
experiences, policies and programmes of cooperative 
development, socio-economic impact of cooperation 
and the emerging needs and challenges facing the 
cooperative movement and makes recommendations, 
particularly, relating to orientation needed in 
strategies, policies and procedures relating to

... 2t2t.
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cooperation.

The cooperative training programme comprises 
of a three tier$, structure in the country. At 
national level, there is Vaikunth Mehta National 
Institute for Cooperative Management at Pune (VMNICM) 
caters to training requirements of senior and key 
personnel of State Cooperative Departments and 
Institutions. There are 18 cooperative colleges 
at the State level to train intermediate and 95
junior cooperative training centres to train junior 
cooperative personnel.

4.2 BUSINESS INTEGRATION IN COOPERATIVE DEVELOPMENT
The committee on Cooperative Credit, 1960, recommended 
that viable unit of cooperatives services and
business should be promoted which may render 
expected services adequately to the largest possible 
number of customers within a reasonable time
without depending upon financial • assistance from
the government except for limited period. Most 
of the states reorganised the village cooperatives 
and brought down their total numbers down from 
153 thousands in 1973-74 to below 90 thousands
in 1989. Inspite of the reorganisation a large 
number of village societies continue to have low
borrowing membership, low business turnover
and high level of overdues resulting in accumulated 
losses.

Bulk of the rural cooperatives are feeling difficulty
in facing the growing competition with other sector. 
The share of agricultural credit has declined 
from 78 percent in, 1974-75 to about 45 percent 
in 1989-90. Similarly, the percentage contribution
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of fertiliser distribution has fallen from 55 percent
in 1962-63 to below 35 percent currently.

4.3 COOPERATIVE INTEGRATION
While some of the cooperatives may prove to 
be successful on business, yet the share of their 
own constituents has not been showing an adequate 
rise. So there is a need for integration within 
cooperatives and system integration.

Average membership in a village society is low. 
Deposit mobilisation is low, as against national 
growth saving of 23 percent cooperatives have 
achieved a growth of only 17 percent.

A large number of PAC5 have a loan business
of less than 200 thousands, laid out viability 
norms in 1973.

Though total volume of business transaction 
increased over a period of time but 90 percent 
of it came from only 8 states. The average 
turnover per society is a bit higher than 
Rs.3 millions, suggested for viability of a
marketing society way back in the year 1965.

51 percent of primary marketing societies were 
running in profit, 30 percent incurred losses 
and 18 percent had neither profit nor loss.

Dependence of the cooperatives on government 
for share capital has increased except in the 
states of Gujrat and Maharastra. Excessive 
participation by government eroded autonomy 
in working of the coperatives. State partnership 
which was conceived as a measure for strength
ening the cooperatives, has paved way for 
ever increasing state control over cooperatives.

: :  23 : :
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5 .0  WEAKNESS OF AGRICULTURAL COOPERAIVES

I) STRUCTURAL WEAKNESSES : The efficiency
of federated structure depends on inter cooperative 
and intra cooperative relationship with emphasis 
on strong primary units. Insps^te of consistent
efforts to reorganise the cooperatives, the primary 
cooperatives continue to be weak, various cooperatives 
are working in isolation and weak federal structure 
at secondary level leaves a gap for unified working 
system of the federal structure.

II) INCAPABILITY FOR COMPETITION - Cooperatives
are not capable of competing with private and
public sector in rural credit and gradually its
share is declining.

III) CONFUSION ABOUT ROLE OF COOPERATIVES

Cooperatives implement various government programmes 
like IRDPA and public distribution scheme and
distribution of agricultural inputs i where they
suffer losses. On the other hand cooperatives
are expected to fulfill the objectives set out
by their members. This has resulted into confusion
of role which turns the cooperatives into non viable
and non functional.

IV) LACK  OF PROFESSIONAL MANAGEMENT

Though several cooperative training and developmental 
agencies are working but so far there is no man
power planning, no defined personal management 
policies. More than 25 percent of primary level 
societies do not have full time paid managers 
and 50 percent of available managers have no
training.

j
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V) INADEQUATE INFRA-STRUCTURE - Inspite of 
the facts that the cooperatives have developed 
a vast network from village to national level 
but a large number of PACS do not have own office 
building, storage facilities and workable link 
with marketing system.

VI) INADEQUATE AGRO-PROCESSING S TECHNOLOGY
ABSORPTION - Indian cooperatives, concentrated
more on agro-inputs distribution than value addition 
through technological development except in sugarcane, 
cotton, milk and late oil sector. Therd"' has been 
a good success in sugar and spinning but a number 
of units are financial sick because their machinery 
requires modernization due to lack of technology 
and expertise cooperatives could not make a dent 
on export market though they produce several 
export commodities.

VII) POOR PLANNING AND LOW RESOURCE GENERATION
resulted into regional growth imbalances, overdependance 
on government for financial assistance which sets 
in a slow but gradual processing of turning the 
cooperatives into government managed sector.
Even the most successful business cooperatives 
are also affected by this process of loosing their 
autonomy.

VIII) POLITICISATION OF COOPERATIVES - Indian 
cooperatives could not develop a sense of belongingness 
among their members provided chances to the

k -Lgovernment to infere in the internal management
K

through appointing nominated committees, directors 
and administrators who are non accountable to 
the general body of members. In view of under 
development of the healthy democratic cooperatives, 
some individuals or groups monopolies the various
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offices and politicize them for fulfilling their 
narrow vested interest. Participation of common 
member of the cooperatives in their working became 
a ritualistic incidence.

IX) RESTRICTIVE AND RIGID COOPERATIVE LAW -

The government enacted cooperative laws for develop
ment of cooperatives on cooperative principles, 
but there laws emerged as an instrument of control 
of already politicized cooperatives.

6'0 ISSUE FOR CONSIDERATION FOR DEVELOPM ENT OF 

THE COOPERATIVE MOVEMENT IN INDIA v is  a  v is  

AGRICULTURAL SECTO R.

I) Revitalisation of Cooperative Movement 
through a processing of building up a viable linkage 
between preharvest agricultural activities (credit, 
inputs supply, irrigation potential harnessing) 
to post harvest agricultural activites (marketing, 
processing, storage etc.);

II) Technological upgration and propagation 
thru' cooperatives to ensure high returns to farmers 
from their farming operations;

III) How to make cooperative role more pronounced 
in the price support system to protect farmers
income j

IV) In a multiagency system how to keep pre
eminence of the cooperative credit structure in 
comparison of commerical bank;

V) How to increase the role of cooperative 
in processing of sugar, spinning, milk and oil 
seeds processing and- expand inJto other areas 
of value addition where several private multinationals 
are trying to exploit the farmers;

:: 26 ::
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VI) Reducing the dependence of the cooperatives 
on the Government and how to mobilise internal 
resources within cooperative is a key issue;

VII) To integrate the existing federated cooperative 
net work, how to establish effective vertical 
and horizontal relationship is the most important 
issues.

7'Od i r e c t i o n o f  a g r i c u l t u r a l  c o o p e r a t i v e s  r o l e
IN INDIAN AGRICULTURE

Indian agriculture faces a task of increasing
the foodgrains production from 170 million tonnes 
to 235 million tonnes alongwith a corresponding
increase in fodder, fuel-woods and fibre by the
turn of 20th century to meet demands of an estimated 
population of 1000 millions. There is almost a 
negligible scope for increasing area under crops 
and limited scope for increasing irrigated area,
the thrust of Indian agricultural development ^ on
the rainfed farming systems to achieve the national 
agricultural policies targets.

The process of raising agricultural production 
requires a matching support of credit and marketing 
facilities. The productivity component in planning
of agricultural development needs to be emphasized 
with market mechanism so that the farmers may
get reasonalbe returns of their produce.

In view of the above perspective, the PACS should
own the role of a strong member owned grass 
root institution capable of meeting the total need
of the farming community. Other secondary and 
tertiary level cooperatives should orient their
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functioning to support the village level cooperatives
rather than using the PACS as their agents working
on a nominal margin. A time bound programme
for reorganisation of the societies keeping in
view viability norms, rehabilitation through various 

i,administraijve and fiscal measures should be undertaken 
on a priority basis.

Revitalisation plan has to be executed in such 
a manner that the societies become financially 
and managerially viable units.

The cooperatives in under developed and least
developed area* will require a higher financial 
allocation at softer terms and carefull programme 
of nurturing cooperative societies in such etf'eas.

To tackle the problems of ever mounting overdues, 
the Government and the cooperatives will require 
a bold initiative.

The government should give preferentieil treatment 
to cooperatives in licencing and financial support,
particularly in agro-processing sector. Wherever 
governmental policies affect the finances of cooperatives 
e.g. welfare scheme and public distribution system, 
the government should make up the loss to keep
the cooperative structure healthy and viable.

The government policy to support the movement 
financially, managerially and administratively 
should be checked from turning into a gradual 
process of interfering into the internal functioning 
of the society.
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The cooperatives should build up their professional 
management with due emphasis on HRD thru' more
intensive efforts by the focal training institutions 
like NCUI.

The Institution on Registrar should continue to 
have developmental function and steps should 
be taken depoliticalisation of the cooperative
movement. The cooperatives should be managed
on the principles of democracy. The provisions 
in cooperative laws which are not in accordance 
with cooperative principles should be amended.

The cooperatives should work out a plan of action 
on long term basis aiming at :

(1) Resource Mobilisation (2) Business Diversification
(3) Enhancing Members Participation (4) Organisation
inactive members into self help group and (5)
Promote marketing of the village produce.

O— <0—0
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The Co-operative Movement has emerged as a 

major fo rce , providing impetus for accelerated  economic 

growth in various sectors of the s ta te 's  economy. Under

the Five Year Plans, the movement has been playing an 

effective role  in implementing s ta te ' s economic p olicies

p articu larly  in the fields of agricultural c re d it , marketing 

of agricultural produce, processing storage, distribution of 

essential commodities under Public Distribution System and

also chem ical fe rtiliz e rs  to the farm ers at the nearest 

re ta il outlet.

The Prim ary Agricultural C o-operative Societies 

popularily known as 'PACS' are  playing a major role in

improving the social and economic conditions of the people 

living in ru ral areas of the s ta te . The number of these  

societies at present is  2116 covering all the v illages and 

almost every  family of the P rad esh . The main a c tiv itie s  

of PACS are divided into th ree groups, i . e . ,  c re d it ,

esp ecially  for agricultural purposes, distribution of

essential commodities under Public Distribution System and

Agricultural inputs esp ecially  chemical fe r ti l iz e rs . The 

PACS are serving the cause of ru ral m asses, which include 

the small and marginal farm ers, ru ral a rtisa n s , agricultural 

labourers e tc . The membership of these societies at

present is  7 .90  Lakhs with share cap ital of R s .1380.72  

Lakhs. To inculcate the habit of savings amongst the

rural people, the PACS also acts  as mini-banks in ru ral  

areas and has mobilized deposits to the tune of R s .4048.49  

Lakhs as on 3 0 .6 .9 0 . The working of these societies is  

managed by an elected Board. The elections are held  

every two y e a rs . It is note-w orthy th at th ere  is  hardly



any prim ary Agricultural Co-operative Society in the state  

where management stands superseded aS'^suspended for the  

p resen t. Thus, these societies are self-governed in 

Himachal Pradesh with almost no interference from 

Government to maintain th e ir  dem ocratic and voluntary  

c h a ra cte r .

CO-OPERATIVE CREDIT

Credit is  one of the most important inputs for 

the development of agricu ltu re. Like any other industry, 

the agriculture also needs c re d it . With the increasing  

application of la test technological methods in the field  of 

agricu ltu re , the requirment of agricultural cre d it has 

assumed significant proportions. Providing finance through 

co -op erative for improved agricultural production 

programmes to farm er members is  given utmost importance 

in the s ta te . The co-op erative cred it is  provided to the  

members under th re e -tie r  system . At state le v e l, H .P . 

State C o-operative Bank is  functioning and at d is tr ic t  level 

two Central C o-operative Banks are functioning for 6 

d is tr ic ts  out of 12 d is tr ic ts  of the s ta te . In remaining 6 

d is tr ic ts ,  the Apex Bank is  also acting as Central Bank. 

The main fucntion of these Banks is  to provide cre d it to 

the PACS who in turn provide cred it fa cilitie s  fu rth er to 

th e ir  farm er members. The Prim ary Agricultural Co

op erative C redit Socieites are the only institutional agency 

in the state  which make the cred it available to the 

farm ers at there- door steps within the sh ortest possible  

period and also on the easiest terms and conditions, e .g . ,  

a farm er member of the prim ary agricultural cre d it society  

on a simple application can avail cre d it fa cilitie s  to the  

extent of R s .1 0 ,0 0 0 /-  from his so cie ty , by giving two 

personal sureties of non-defaulting members. In th is  way 

these societies are doing excellent job to improve the 

economic conditions of th e ir  members by providing tim ely  

cred it in the shape of crop loan and medium term loan for



agricultural purposes at reasonable rate  of in terest.

During the year 1989-90, the Prim ary  

Agricultural Credit Co-operative Societies provided short 

term loan of the ord er of R s.455 .90  Lakhs and M.T. loan 

to the tune of Rs. 1218.70 Lakhs to th e ir  farmer members 

for agricultural purposes. Loan recovered  during the year  

was R s .1217.11 Lakhs and outstanding as on 30th June, 

1990 was Rs. 4575.58 Lakhs out of which the amount of 

overdues was R s .2231.03 which is  64% of the demand and

.49% of the amount of loan outstanding.

2 . DISTRIBUTION OF CONSUMER GOODS UNDER P .P .S .

Distribution of controlled and non-controlled  

essential commodities is  another important a ctiv ity  of the

PACS in our s ta te . In view of scattered  population in 

th is  h illy  state of the country, with 90% of the population 

residing in ru ral a re a s , it  was not found economical and

feasible to form C o-operative Consumers Store in Himachal 

Pradesh for the purpose of distrubution of consumers 

goods. T herefore, th is  work was entrusted to PACS in 

addition to supply of agricultural c re d it . These co

operatives are running 2148 F a ir  P rice  Shops in ru ral and 

far flung areas of the state  which form over 80 per cent 

of the total such shops functioning here at present. The 

controlled and non-controlled consumers goods d istribu ted  

through PAC fa ir  p rice  shops during 1989-90 amounted to 

R s .5175 .95 . Thus these societies are serving the cause of 

rural people by providing essential consumer goods to 

them at reasonable ra tes  at the nearest point.

DISTRIBUTION OF AGRICULTURAL INPUTS

The th ird  requirement of the ag ricu ltu ralists  is  

tim ely av ailab ility  of chemical f e r ti l is e rs , seed s, 

in sectis id es/p restic id es  and agricultural implements at the



nearest re ta il  outlet at reasonable ra te s . In Himachal 

P rad esh , cent per cent procurement and distribution of 

chemical fe r tilis e rs  at whole sale  level has been entursted  

to the co-op eratives by the State Government. So far as 

re ta il distribution of different fe rtiliz e rs  is  concerned, it  

is  being done by PACS in the s ta te . These C o-operatives 

have opened 2429 fe rtiliz e r  re ta il  outlets in ru ral and 

remote areas of the state which forms over 90% of the  

total re ta il points and make the fe rtiliz e rs  available to the  

farm ers at the time of th e ir  requirement and at th e ir  door 

step . Thus the PACS are  not only watching the in terest of 

farm ers in the state but also serving the cause of National 

Programme of increasing the Agricultural Production of the  

Country. During the year 1989-90, the PACS re ta iled  

chemical fe rtiliz e rs  valued at R s.907 .50  Lacs through th e ir  

re ta il ou tlets. So far as distribution of other agricultural 

inputs is  concerned, it  is  s t i l l  being done by the  

Agriculture Department of the State Government excep t in a 

few cases where C o-operatives have been involved in the  

distribution of seed s, in sectic id es/ p esticid es and 

agricultural implements on experim ental b a sis . As per 

policy of the Government the distribution of these  

commodities are also expected to be tran sferred  to the co

operatives in the state  by stages in the near future.

The overall position of working and financial 

position of the PACS during the la st two years is  deplicted  

in the following table : -

(R s. in Lakhs) 

SI.No. P articu lars 1988-89 1989-90

1 .(a )  No. of Societies 2110 2116

(b ) of which viable 903 886

2. Membership (in Lakhs) 7 .7 3  7 .90

3 . Share capital 1240.91 1380.72



4 . Deposits 3503.02 4048.59

5. Reserve andOtherFunds 572.66 645.80

6 . Working Capital 9092.71 10247.43

7 . Loan Advanced

(a ) Short Term 648.56 455.90

(b ) Medium Term 1616.76 . 1218.70

2265.32 1674.60

8. Loan recovered  1645.88 1217.11

9 . Loan Outstanding 4118.09 4575.58

10. Demand 2832.33 3448.14

11. Overdues 1186.46 2231.03

12. No.of societies

in p rofit 1772 1736

13. Amount of P rofit 111.79 122.35

14. No. of Societies

in Loss 323 371

15. Amount of loss 19.78 28.46

16. No. of Societies having

full time paid secre taries  1954 1974

17. No. of Societies having

trained S ecretaries 1819 1560

18. Consumer goods r e ta i^ d  5284.08 5175.95

19. No. of F a ir  P rice  Shops -  2148

20. F e r tiliz e r  Sold 869.28 907.50

21. No. of F e rtiliz e r  re ta il

outlets -  2429
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The Co-operative Movement has emerged as a 

major fo rce , providing impetus for accelerated  economic 

growth in various sectors of the s ta te 's  economy. Under

the Five Year Plans, the movement has been playing an 

effective role in implementing s ta te 's  economic policies

p articu larly  in the fields of agricultural c re d it , marketing 

of agricultural produce, processing storage, distribution of 

essential commodities under Public Distribution System and

adso chem ical fe rtiliz e rs  to the farm ers at the nearest 

re ta il ou tlet.

The Prim ary Agricultural C o-operative Societies 

popularily known as 'PACS' are playing a major role in

improving the social and economic conditions of the people 

living in ru ral areas of the s ta te . The number of these  

societies at present is 2116 covering all the v illages and 

almost every  family of the Pradesh . The main a ctiv itie s  

of PACS are divided into three groups, i . e . ,  c re d it,

esp ecially  for agricultural purposes, distribution of

essential commodities under Public Distribution System and

Agricultural inputs especially  chemical fe r ti l iz e r s . The 

PACS are serving the cause of rural m asses, which include 

the small and marginal farm ers, rural a rtisa n s , agricultural 

labourers e tc . The membership of these societies at

present is  7 .9 0  Lakhs with share cap ital of Rs. 1380.72  

Lakhs. To inculcate the habit of savings amongst the

rural people, the PACS also acts as mini-banks in rural 

areas and has mobilized deposits to the tune of R s .4048.49  

Lakhs as on 3 0 .6 .9 0 . The working of these societies is  

managed by an elected Board. The elections are held 

every two y e a rs . It is  note-worthy th at th ere  is  hardly



any prim ary Agricultural Co-operative Society in the state  

where management stands superseded suspended for the  

present. Thus, these societies are self-governed in 

Himachal Pradesh with almost no interference from 

Government to maintain th e ir dem ocratic and voluntary  

ch aracter .

CO-OPERATIVE CREDIT

Credit is  one of the most important inputs for 

the development of agriculture. Like any other industry, 

the agriculture also needs c re d it. With the increasing  

application of la test technological methods in the field  of 

agriculture, the requirment . of agricultural cred it has 

assumed significant proportions. Providing finance through  

co-operative for improved agricultural production 

programmes to farm er members is  given utmost importance 

in the s ta te . The co-operative cred it is  provided to the  

members under th re e -tie r  system . At state  le v e l, H .P . 

State C o-operative Bank is  functioning and at d is tr ic t  level 

two Central Co-operative Banks are functioning for 6 

d is tr ic ts  out of 12 d is tr ic ts  of the s ta te . In remaining 6 

d is tr ic ts , the Apex Bank is  also acting as Central Bank. 

The main fucntion of these Banks is  to provide cred it to 

the PACS who in turn provide cred it fa c ilitie s  further to 

th e ir farm er members. The Prim ary Agricultural Co

operative C redit Socieites are the only institutional agency
in the state which make the cred it available to the

f

farm ers at thetSg  ̂ door steps within the sh ortest possible  

period and also on the easiest term s and conditions, e . g . ,  

a farmer member of the prim ary agricultural cred it society  

on a simple application can avail cred it fa c ilitie s  to the  

extent of R s .1 0 ,0 0 0 /-  from his so cie ty , by giving two 

personal sureties of non-defaulting members. In th is  way 

these societies are doing excellen t job to improve the  

economic conditions of th e ir  members by providing tim ely  

cred it in the shape of crop loan and medium term loan for



agricultural purposes at reasonable ra te  of in terest.

During the year 1989-90, the Prim ary  

Agricultural Credit C o-operative Societies provided short 

term loan of the order of R s.455 .90  Lakhs and M.T. loan 

to the tune of Rs. 1218.70 Lakhs to th e ir farm er members 

for agricultural purposes. Loan recovered  during the year  

was R s .1217.11 Lakhs and outstanding as on 30th June, 

1990 was Rs. 4575.58 Lakhs out of which the amount of 

overdues was R s .2231.03 which is  64% of the demand and 

.49% of the amount of loan outstanding.

2 . DISTRIBUTION OF CONSUMER GOODS UNDER P .P .S .

Distribution of controlled and non-controlled  

essen tial commodities is another important a c tiv ity  of the  

PACS in our s ta te . In view of scattered  population in 

th is  h illy  state  of the country, with 90% of the population 

residing in ru ral a re a s , it was not found economical and 

feasible to form Co-operative Consumers Store in Himachal 

Pradesh for the purpose of distrubution of consumers 

goods. T herefore, th is  work was entrusted to PACS in 

addition to supply of agricultural c re d it . These co

operatives are running 2148 F a ir  P rice  Shops in ru ral and 

far flung areas of the state which form over 80 per cent 

of the total such shops functioning here at p resent. The 

controlled and non-controlled consumers goods d istribu ted  

through PAC fa ir  p rice  shops during 1989-90 amounted to 

R s .5175 .95 . Thus these societies are serving the cause of 

rural people by providing essential consumer goods to 

them at reasonable rates at the nearest point.

DISTRIBUTION OF AGRICULTURAL INPUTS

The th ird  requirement of the agricu ltu ralists is  

tim ely av ailab ility  of chemical fe r ti l is e r s , seed s, 
in sectis id es/p restic id es  and agricultural implements at the



nearest re ta il outlet at reasonable ra te s . In Himachal 

P rad esh , cent per cent procurement and distribution of 

chemical fe rtilis e rs  at whole sale level has been entursted  

to the co-op eratives by the State Government. So far as 

re ta il distribution of different fe rtiliz e rs  is  concerned, it  

is  being done by PACS in the s ta te . These C o-operatives  

have opened 2429 fe rtiliz e r  re ta il outlets in ru ral and 

remote areas of the state which forms over 90% of the  

total re ta il points and make the fe rtiliz e rs  available to the  

farm ers at the time of th e ir  requirement and at th e ir  door 

step . Thus the PACS are not only watching the in terest of 

farm ers in the state but also serving the cause of National 

Programme of increasing the Agricultural Production of the  

Country. During the year 1989-90, the PACS re ta iled  

chemical fe rtiliz e rs  valued at R s.907 .50  Lacs through th e ir  

re ta il outlets. So far as distribution of other agricultural 

inputs is  concerned, it  is  s t i l l  being done by the  

Agriculture Department of the State Government excep t in a 

few cases where C o-operatives have been involved in the  

distribution of seeds, in secticid es/ p esticid es and 

agricultural implements on experim ental b a sis . As per  

policy of the Government the distribution of th ese  

commodities are also expected to be tran sferred  to the co

operatives in the state by stages in the near future.

The overall position of working and financial 

position of the PACS during the last two years is  deplicted  

in the following table ; -

(R s. in Lakhs) 

SI.No. P articu lars 1988-89 1989-90

1 .(a )  No. of Societies 2110 2116

(b ) of which viable 903 886

2. Membership (in Lakhs) 7 .7 3  7 .90

3 . Share capital 1240.91 1380.72



4 . Deposits 3503.02 4048.59

5. Reserve andOtherFunds 572.66 645.80

6 . Working Capital 9092.71 10247.43

7 . Loan Advanced

(a ) Short Term 648.56 455.90

(b ) Medium Term 1616.76 . 1218.70

2265.32 1674.60

8 . Loan recovered 1645.88 1217.11

9 . Loan Outstanding 4118.09 4575.58

10. Demand 2832.33 3448.14

11. Overdues 1186.46 2231.03

12. No.of societies

in profit 1772 1736

13. Amount of Profit 111.79 122.35

14. No. of Societies

in Loss 323 371

15. Amount of loss 19.78 28.46

16. No. of Societies having

full time paid se cre ta rie s  1954 1974

17. No. of Societies having

trained S ecretaries 1819 1560

18. Consumer goods retained 5284.08 5175.95

19. No. of F a ir  P rice  Shops -  2148

20. F e rtiliz e r  Sold 869.28 907.50

21. No. of F e rtiliz e r  re ta il

outlets -  2429
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The C o-operative Movement has emerged as a 

major fo rce , providing impetus for accelerated  economic 

growth in various sectors of the s ta te 's  economy. Under 

the Five Year Plans, the movement has been playing an

effective role in implementing s ta te 's  economic p olicies  

p articu larly  in the fields of agricultural c re d it , marketing 

of agricultural produce, processing storage, distribution of 

essential commodities under Public Distribution System and

also chemical fe rtiliz e rs  to the farm ers at the nearest 

re ta il outlet.

The Prim ary Agricultural C o-operative Societies  

popularily known as 'PACS' are playing a major role in

improving the social and economic conditions of the people 

living in ru ral areas of the s ta te . The number of these

societies at present is  2116 covering all the villages and

almost every  family of the Pradesh . The main a c tiv itie s  

of PACS are divided into three groups, i . e . ,  c re d it ,

esp ecially  for agricultural purposes, distribution of

essential commodities under Public Distribution System and

Agricultural inputs esp ecially  chemical f e r ti l iz e r s . The 

PACS are serving the cause of ru ral m asses, which include 

the small and marginal farm ers, rural a rtisa n s , agricultural 

labourers e tc . The membership of these societies at

present is  7 .90  Lakhs with share cap ital of Rs. 1380.72  

Lakhs. To inculcate the habit of savings amongst the

rural people, the PACS also acts as mini-banks in ru ral  

areas and has mobilized deposits to the tune of R s .4048.49  

Lakhs as on 3 0 .6 .9 0 . The working of these societies is

managed by an elected Board. The elections are  held  

every  two y e a rs . It is  note-w orthy th at th ere  is  h ard ly



any prim ary Agricultural C o-operative Society in the state  

where management stands superseded suspended for the  

p resen t. Thus, these societies are self-governed in 

Himachal Pradesh with almost no interference from 

Government to maintain th e ir  dem ocratic and voluntary  

ch a ra cte r .

CO-OPERATIVE CREDIT

C redit is  one of the most important inputs for 

the development of agricu ltu re. Like any other indu stry , 

the agriculture also needs c re d it . With the increasing  

application of la test technological methods in the field  of 

agriculture, the requirment of agricultural cred it has 

assumed significant proportions. Providing finance through  

co-operative for improved agricultural production 

programmes to farmer members is  given utmost importance 

in the s ta te . The co -op erative  cred it is  provided to the  

members under th re e -tie r  system . At state le v e l, H .P . 

State C o-operative Bank is  functioning and at d is tr ic t  level 

two Central C o-operative Banks are functioning for 6 

d is tr ic ts  out of 12 d is tr ic ts  of the s ta te . In remaining 6 

d is tr ic ts ,  the Apex Bank is  also acting as Central Bank. 

The main fucntion of these Banks is  to provide cred it to 

the PACS who in turn provide cred it fa cilitie s  further to 

th e ir  farmer mertibers. The Prim ary Agricultural Co

operative Credit Socieites are the only institutional agency 

in the state which make the cre d it available to the  

farm ers at th e ^ ^  door steps within the shortest possible  

period and also on the easiest term s and conditions, e . g . ,  

a farm er member of the prim ary agricultural cred it society  

on a simple application can avail cred it fa cilitie s  to the  

extent of R s .1 0 ,0 0 0 /-  from his so cie ty , by giving two 

personal sureties of non-defaulting members. In th is  way 

these societies are doing excellent job to improve the  

economic conditions of th e ir  members by providing tim ely  

cred it in the shape of crop loan and medium term loan for



agricultural purposes at reasonable rate  of in te re st.

During the year 1989-90, the Prim ary  

Agricultural Credit C o-operative Societies provided short 

term loan of the o rd er of R s.455 .90  Lakhs and M.T. loan 

to the tune of Rs. 1218.70 Lakhs to th e ir farm er members 

for agricultural purposes. Loan recovered  during the year  

was Rs. 1217.11 Lakhs and outstanding as on 30th June, 

1990 was R s .4575.58 Lakhs out of which the amount of 

overdues was R s .2231.03 which is  64% of the demand and 

■ .49% of the amount of loan outstanding.

2 . DISTRIBUTION OF CONSUMER GOODS UNDER P .P .S .

Distribution of controlled and non-controlled  

essential commodities is  another important a c tiv ity  of the  

PACS in our s ta te . In view of scattered  population in 

th is  h illy  state of the country, with 90% of the population 

residing in ru ral a re a s , it  was not found economical and 

feasible to form C o-operative Consumers Store in Himachal 

Pradesh for the purpose of distrubution of consumers 

goods. T herefore, th is  work was entrusted to PACS in 

addition to supply of agricultural c re d it . These co

operatives are running 2148 F a ir  P rice  Shops in ru ral and 

far flung areas of the state  which form over 80 per cent 

of the total such shops functioning here at p resen t. The 

controlled and non-controlled consumers goods d istribu ted  

through PAC fa ir  p rice  shops during 1989-90 amounted to 

R s .5175 .95 . Thus these societies are serving the cause of 

rural people by providing essential consumer goods to 

them at reasonable ra te s  at the nearest point.

DISTRIBUTION OF AGRICULTURAL INPUTS

The th ird  requirement of the agricu ltu ralists  is  

timely a v ailab ility  of chemical fe r t i l is e r s ,  seed s, 

in sectis id es/p restic id es  and agricultural implements at the



nearest re ta il  outlet at reasonable ra te s . In Himachal 

P rad esh , cent per cent procurement and distribution of 

chemical fe rtilis e rs  at whole sale level has been entursted  

to the co-op eratives by the State Government. So far as 

re ta il distribution of different fe rtiliz e rs  is  concerned, it  

is  being done by PACS in the s ta te . These C o-operatives  

have opened 2429 fe rtiliz e r  re ta il outlets in ru ral and

remote areas of the state which forms over 90% of the  

total re ta il points and make the fe rtiliz e rs  available to the 

farm ers at the time of th e ir requirement and at th e ir  door 

step . Thus the PACS are  not only watching the interest of 

farm ers in the state but also serving the cause of National 

Programme of increasing the Agricultural Production of the  

Country. During the year 1989-90 , the PACS retailed  

chemical fe rtiliz e rs  valued at R s .907 .50  Lacs through th e ir  

re ta il ou tlets. So far as distribution of other agricultural

inputs is  concerned, it is  s t i l l  being done by the

Agriculture Department of the State Government excep t in a 

few cases where C o-operatives have been involved in the  

distribution of seed s, in sectic id es/ p esticid es and 

agricultural implements on experim ental b a sis . As per

policy of the Government the distribution of these  

commodities are also expected to be tran sferred  to the co

operatives in the state  by stages in the near future.

The overall position of working and financial 

position of the PACS during the la s t two years is  deplicted  

in the following table ; -

(R s. in Lakhs) 

SI.No. P articu lars 1988-89 1989-90

1 .(a )  No. of Societies 2110 2116

(b ) of which viable 903 886

2 . Membership (in Lakhs) 7 .7 3  7 .90

3 . Share cap ital 1240.91 1380.72



4 . Deposits 3503.02 4048.59

5. Reserve andOtherFunds 572.66 645.80

6 . Working Capital 9092.71 10247.43

7. Loan Advanced

(a) Short Term 648.56 455.90

(b) Medium Term 1616.76 . 1218.70

2265.32 1674.60

8. Loan recovered  1645.88 1217.11

9 . • Loan Outstanding 4118.09 4575.58

10. Demand 2832.33 3448.14

11. Overdues 1186.46 2231.03

12. No.of societies

in p rofit 1772 1736

13. Amount of Profit 111.79 122.35

14. No. of Societies

in Loss 323 371

15. Amount of loss 19.78 28.46

16. No. of Societies having

full time paid se cre taries  1954 1974

17. No. of Societies having

trained Secretaries 1819 1560

18. Consumer goods re ta ile d  5284.08 5175.95

19. No. of F a ir  P rice  Shops -  2148

20. F e r tiliz e r  Sold 869.28 907.50

21. No. of F e rtiliz e r  re ta il

outlets -  2429
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Points for Group Discussion - 25.10.91 
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1- What are the characteristics o-f the Indian 
agricultural cooperative movement?

What are the positive and negative factors you have 
identified in respect of effective 
services to members?

3. What are your suggestions for improving the organisational 
set up and functions of the cooperatives in India?

GROUP LEADERS TO REPORT ON TRANSPARANCIES USING THE OVERHEAD 
PROJECTOR.



AGRICULTURAL COOPERATIVE DEVELOPMENT 

IN INDONESIA

I .  IHTKOUUCTION.

The agricviltural sector is still the most strategic 
part of national development program. This is because more 
than 80 percent of the population, of which quite a number 
are categorized as poor, are living in the rural area and 
highly dependent on agriculture. The promotion of 
ayricu 1 tur.31 sector through improvement of agricultural 
production is not only due to the need for providing 
sufficient food supply and promoting other crops but it is 
also meant to increase the living standard of rural 
populace, especially those engage in agricultural sector.

In order to support the agricultural development, it 
nccossitatos a strong and efficient institution. The 
insLitution, howtjver, should be able to motivate the rural 
society to participate iii -and to initiate activities that 
could lead to a formation of a self-help organization. It 
is considered tiiat cooperative is the most suitable 
organization to meet that requirement.



2 . 1 .  G e n e ra l  P o l i c y  on A g r i c u l t u r a l  D o o p e r a tiv e  D evelopm ent

Government policy on the promotion and development of 
cooperatives, especially rural cooperatives involved in 
agricultural sector is based on the Cooperatives Basic Law 
Number 12 of 1967. On the way around the government 
regulations pertaining to the promotion and development of 
agricultural cooperatives were gradually enacted. Tlie 
iraportant base as policies are Presidential Instruction 
Number 4 of 1984 and the Order of the Minister of 
Cooperatives number 4 of 1988. The promulgation of 
Presidential Instruction Number 4/1984 is basically the 
improvement of Presidential Instructions Number 4 of 1973 
and Number 2 of 197 8 which considered not suitable to face 
chalenges iti rural cooperative development. This implies 
that the type of cooperatives operating in the rural area

I

which is currently promoted is the Village Unit Cooperative 
(KUD = Koperasi Unit Desa) that covers several villages 
within^ a sub district area. The KUD is a multipurpose and 
multisociety cooperative wliere all economic activities In 
the rural area ideally should become the area of cooperative 
activities.

II. POLICY ON AGRICULTURAL COOPERATIVE DEVELOPMENT.



Tlioro ara 5«oviiral key .points thul: lUciy giv.? JTise to a  

boLlor circuiiiytance Her the crowth o£ coopey.ciC.ives ii\ the 
rural areas. f • the dcvulopment of KUD is directed 
t:ov;n rd tiie es tabiiuhment of an efficient and effective 

cGnt.er for ro.i.al economic aotiv'ities. Secondly the 
government has given the right and promotion to KUD to 
handle all rural economic activities. T P h l r d l y , t.hi- 
Govornmont support to Village Unit Cooperatives cov^ry 
numerous aspects of their activiti.es namely;
a. Provision of appropriate business opportunity tjnd 

capital support.
b. Provis.i.on of market and price guarantees tc onyuro 

better condition for them to compete in open market.
c. Improvement of organization, management and control 

system.
d. . Consolidation and enhancement of cooperation v/ithin the

institutional network of the KUD system, linking it to 
national economic activities, especially in the rural 
areas.

T.he KUD is therefore, expected* to be a veliicle for 
managing all the potential economic activities in the rural 
sector the benefit of the villagers themselves.

To enliance and strengthen the position of KUDs to 
become strong and sffici>2nt economic organisations', dui inq 
tiie Fifth Five-Year Development Plan the Miriiotry oT 
Ccoperativoi: hno plr.r.od the estobliubrii^nt oi: G.'ilf-rel ianc.
KUDu v/ith a mini):'um I'.umber of 2.0CO up to -r.OGC

In strep.gther.ing the presence o x cooperatives i.i tiie 
national economy, recently' the govermnent ancou.c .nco::, tlie



private; companies to sell up to 25 percent of their shares 
to cooperatives, especially those having related activities 
witli them. So far there are three types of cooperatives that 
have already had received the shares, these are worker 
cooperative of the private companies, cooperatives that have 
related production activities with the companies, and 
cooperatives that sell consumer products of the private

11 .
companies. Further, the government also encourages the 
private companies to sell a part of their shares to vilage 
unit cooperatives.

Furthermore, in connection v/ith the enactment of 
banking deregulation known as October Package 1988, 
Cooperatives are also given the opportunity to develop 
financial institution. At present there are many rural 
credit banks owned by cooperatives, both in the form primary 
society and secondary society which KUD as the member. This 
opportunity may enable KUDs and other type of cooperative to 
improve their services to the members and immediate- 
community and provide alternative credits to them.

2.2. Present Status of Agricultural Cooperatives Development
2.2.1." The Uevelopment of Agricultural Cooperative.

Tlie development of cooperative sector in Indonesia 
lia.s recorded a remarkable success since the now order 
government. The number 'of coopera(:ives has been 
iiicreassing consistently and the perception of the 
coinmunlty on cooperative has been improving



signii'icantly. Cooperatives have been engaging in every 
Rector of the economy in rural as well as in urban 
cireas. The development oi: cooperatives and their
activities are presented in Table 1.

Table 1. Humber of Cooperative/KUD Establishment, 
Membership, Capital and Business Volume 
(in million rupiah)

YEAR NO. OF COOP. MEMBERS CAPITA’ii BUSINESS VOL
1983 6327 9e0;'.690 537,600.00 828,830.3
1984 6!.79 9613965 467,572.00 701,481.7
1985 6U75 14760942 618,805.00 997,286.3
198 6 7 2 05 15628343 870,447.00 677,570.8
1987 7430 16680224 1,183,808.00 4 65,711.2
1988 7 8 34 16995223 926,036.00 *) 644,999.1
1989 8027 17902857 926,038.00 -

1990 8040 18333328 926,038.00 -

*) Data for August 19f'0
Source : The Ministry of Cooperatives

Uuring the .last five years, the number of 
cooperatives establishment increased by 5 percent 
■'annually. The number of KUD has increased by 3.6 2 
percent, v;liile other cooperatives grew 5.04 percent 
annually. At the end of 1990 there were 31,581 
coopei atives, composed of 0,04 0 KUDs and 2 3,5'vl other 
types of cooperatives. These other types include civil 
fservaiits, workern, armforces, youth, transport, saving



and loan and other multi purpose and consumer 
cooperatives. In term of membership also recorded an 
impressive growth, where the number of members grew at 
12.10 and 22, 04 percent annually for KUD and other 
cooperatives, respectively.

Tlie business activities of KUD cover a wide area 
such as saving and credit, feirm inputs distribution, 
agricultural marketing and processing. Some of the 
advanced KUD already embarked into new activities 
such as provision of health services to the members, 
formation of rural bank, provision of services to the 
family planning participants, collection of television 
dues, etc. These new activities will enable the KUD to 
expand the service coverages, to both members and the 
immediate* communities.

2.2.2. Agricultural Credlits.

Agricultural credit as an important instrument in 
promoting agricultural development has been channeled 
through KUDs since the early introduction of mass

I guidance or "BIMAS" program. The agricultural 
cooperatives have been considered as the solely 
economic organization of the farmers in various fields 
of activities. Therefore, since the first establishment 
of Village Unit Cooperatives in 1973, KUDs have been 
actively providing credit to farmers. Most of 
agricultural credit channelled trough KUD is a special



crodit scheme with a special interest rate at 12 
percent per year. But since the last two years it has 
been increased to 16 percent and currently increased 
again to 19 percent.

The types of credit provided by the cooperatives 
related to the coinmodities under the government 
programs;, are suimnarized in Table 2.

Table 2. Program on Rural DevelopinenI: in the Area where KUD 
Involved.

Type of Program Legal Base NO. of KUD
Involved
(Unit)

Target Group < r 
specipic goal

1 . KCK Credit PI 14/1974 3,414 Petty Traders
2. Sugar Cane PI 9/1975 631 Sugar production
3. Clove Marketing PD 8/1980 519 Price support
4. Ferilizer Distr. PD 32/1988 1,839 Rice production
5. Food Procurement PI 26/1988 * 1,228 Price support/stock
6. Farm liolding 

Credit (KUT)
PD 43/1964 2,C90 Rice production

7 . Livestock PD 50/1981 C /■ Income generating
0. Fishery PD 39/1980 , 196 Income generating

Source The Ministry of Cooperatives
* Revised annually
All ficjures on KUD involved taken for 
PI = Pjosidential Instruction 
I MJ  = Pi esidf'ntial Decree

Thfjse activities in genc;x'al have reached the 
target-qroups, eventhough the jCUD management is u.^ablo 
to luake use of the goyernnujivi' :^;icilities and even some



bear big bad debt. Particularly in the area of high 
risky business undertaking such as livestock and 
fishery, KUDs fail to materialize the goals and some ol: 
them went bankrupt. The lesson from these activities is 
tliat v/hei) the management is inadequate yet and/or the 
activities only give a small margin will bring the KUD 
into difficulty.

In addition to the above mentioned credi'; 
meclianisin, the KUDs also engage in savings and loa'i 
activities to support the members' need which are nc v.. 
covered by tlie available credit programs. The savincr: 
and loan activities as the oldest type of cooperative 
business have been growing very well. Interest rate
charged to borrowers vary from one cooperative to
another, but it is mostly close to the market rate.

The newly promoted credit scheme by BUKOPIN, a 
commercial bank owned by cooperatives, knov/n as rur';l 
saving and credit system is basically a thrift and IcHvn 
cooperative under the BUKOPIN umbrella. This system 
introduced by RABO Bank of Netherlands in cooperati.ijn 
wit;li BUKOPIN. Up to March 1991, this credit scheme /k 
been imiUemented in 130 KUDs consisting of 
members' groups serving more than 34,314 members. 'i!'o
members are villagers and are mostly farniers end
traders. The interest rate charged to borrower is one 
percent per week, but the surplus of each group will b-3



directly returned to the members of the group by the 
end of the year. The effective rate of interest paid by 
the borlower on the avarage is 1.8 percent/month. 
Despit:o this scheme is considered more expensive then 
the credit programs but its growth is very promising. 
In tlie long run, this credit scheme will expectedly be 
able to create an efficient funding system for the 
rural sector which is able to prevent capital flight to 
the urban sector.

The recent credit policy has led to tlie
rationalization of monetary sector, where the type and 
the numl>er of liquidity credits provided by Central 
Bank to the implementating banks have been limited. 
Since February 1, 1990 the interest rate for
agricultural credit has increased from 12 percent to 16 
percent per annum and currently to 19 percent. This 
policy also squeezes down the interest rate deferential 
between tlie so called "Program Scheme" and the
commercial credit'. The monetary authority has 
consideied that it in nov/ the time to limit the 
interest subsidy to agricultural sector and gradually 
those sxibsiv '• ir̂ ust bo removed.

2.2.3. Farm I-.iiputc Distribution

Fertilizer as one of the important inputs in 
agricu K.urr'.l production is considered the strategic 
commodity. It is strategic because of its importance



and its significant implication to agricultural 
production niaialy rice production. Since the 
introduction of BIMAS program, KUD has been assigned to 
handle fertilizer distribution. In other words, the 
involvement of KUD in fertilizer and pesticide 
distribution has been started since the early 
introduction of BIMAS program, especially when the 
program <;ntered into a nation wide campaign.

The growtli of fertilizer distribution fluctuated as
a result of the instability of government programs with
which KUDs should participate. At the beginning, most
rural cooperatives were given the right to distribute
farm inputs such as fertilizer. Since some of rural
cooperatives were not able to pay back their credit to
tlie bank, consequently only selected KUDs were given
opportunity to distribute farm inputs. The number of

IKUDs distributing fertilizer and pesticide are 
presented in table 3.

As of April 1, 1900, the government decided to
assign KUDs as sole distributor of fertilizer, while 
only a limited amount has been given to PT. PERTANI, a 
state corporation v;hich serves as supporting element, 
in case the KUD is still v;eak. The private companies 
are no longer given tlie licence as distributors and 
only small privately retailers may engage in under the 
guidance of KUDs.
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Table 3. Humbf.;r of Rural Cooperatives Distributing 
Fertilizer and pesticide by year.

Y E A R F E R T I L I Z E R  P E S T I C I D E
Uo of KUD in ton No of KUD in liters

1902/1903 2,079 547,097 2,074 3,300,527
1903/1904 3,647 450,070 2,645 3,720,319
1904/1905 3,555 332,540 2,365 532,167
1905/1906 3,092 394,260 1,499 904,029
1906/1907 2,197 440,649 751 462,340
1907/1900 1,623 695,712 003 157,004
1900/1909 1,952 1.419,392 424 653,006
1909/1990 2,061 1.914,440 -- --

Source : The Ministry of Cooperatives.

Desi)ite the KUDs have already been given the a 
right as the main distributor, however due to lack of 
coordination among KUDs themselves and between KUDs and 
their secondary level, it has brought about unfavorable 
competition among thejnselves and led to the emergence 
of price war which KUDs will not be able to compete. 
This situation, however, has eventually been solved by 
the introduction of coordinating team at district

y
level.

2.2.4. Institutional Strengthening

To strengthen the existence of KUDs to better 
serve the farmer-members and to encourage greater 
participation, the Ministry of Agriculture has set up

11



an " institutional link" between KUD and the farmers 
group or farmers association.

To this end, the Minister of Agriculture issued 
in?;truction to the regional officers to speed up the 
proces (if integration through the so called "full and 
•puFh systein" . The farmers groups are encouraged to be 
members of KUD through extension and training, while 
the KUDs are encouraged to provide them better services 
as a full factor, among others through KUD Service 
Center tJiat can be organized by the farmers groups 
themselves.

This effort is expected to increase the motivation 
of farmers group to join KUD. At the same time it also 
provides the opportunity to the farmers group leader to 
be nominated as a member of the board.

For tJie benefit of KUDs in expanding their 
business into processing and agro industry the 
formation of the so called KJUB (Koperasi Jasa Usaha 
Bersama) or Special Purpose Secondary Cooperatives has 
becin adopted. Most of the KJUBs operate in a specific 
coiiimod j t ies such as horticulture, rattan etc. The 
foii:iati('n of special secondary societies also meant to 
inLf̂ cjrnt.e activities of different type of cooperatives 
into a specific business activity, including the export 
promotion effort.

1 2



2.3. Self-Reliant Cooperative

In the effort of promoting KUDs, the government has 
spocifiod criterias to categorize the classification of the 
KUDs according to their stage of development. The 
clasif ication is made as a guide for the government in 
providing appropriate guidance and supports. For that 
purpose the government has specified the so-called 13-Self- 
Reliant Criterias which are basically to indicate a 
threshold of KUD to become full-fledged self-reliant 
cooperatives.

During the Fifth Five-Year Development Plan the 
government is planning to promote 2000 to 4000 Self-Reliant 
KUDs. In 1989/1990 the government targeted 555 Self-Reliant 
KUDs and 544 of which have already been given Self-Reliant 
status. Up to the second year of the National Development 
Plan ( 1990/91), 1,230 KUDs have been able to obtain such
status. Tl:iu signifies that the target for tlie same period 
could have been achieved.

*

2.4. Shnres Ownership

Rê 'cently, the government l i a s  been encouraging t l i e  

private companies to sell up to 25 persent of their share:̂  
to cooperatives, especially to those having related 
activities with the company. So far there are three types of 
cooperatives that have received shares from the private 
companies namely; the v/orkers cooperatives within uhe
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pri.vate companies; the cooperative.^ that have relation in 
production acrtivities with tiie private companies as the
suppliers of inputs, and cooperatives that serve as the 
distributors of the products of the private companies. These 
also include a great number oJ; KUD members in the
surrounding area of the company and/or those having a 
business relation with the company.

Until tlie end of March 1991, there 105 private 
companies have agreed to transfer about 46 million shares, 
of whicli 10 million shares have been allocated to workers 
cooperatives, while more than l'̂ million and 13 million 
shares have been allocated to KUDs and other cooperatives, 
respectively. The process of transfer is under the credit 
sclieme, where the cooperative may install credit using three 
fourth of devldent earned from the purchased shares.

In relat-ion to the involvement of private banks in 
promoting tlie cooperatives, the government has enacted a
monetary regulation in v/liich every bank has to allocate at 
least 2 0 percent of the credit to cooperatives and small 
scale business undertaking. However, the obstacles remain in 
the cooperatives since most of them are not able to fulfill 
the the bank .’ equire’iient.

Moreover, tlie Minister of F'inance issued an order to
nil the Directors of State Ov/n Companies to allocate one to 
five percent of their profits for to the promotion and 
deveJopiMent of sm<.ll scale business undertaking and

14



cooperatiives. This order allows the state own companies to 
participate directly in developing the lingkage among small 
businesr; undertakings and cooperatives witli the advanced 
com[)anyies .



EXECUTIVE SUMMARY

Milk drinking has already familiar in Indonesia and the slow 
growth of total milk market was believed to be the result of high price milk at consumers level.
As a result of Indonesian economic development, the income grow, 
hence milk demand are also increase and it is believed that will 
be better in the future.
Most of Indonesian people start drinking milk with sweetened 
condensed milk and gradually had been changed to consume powdered 
milk due to the better income and further some of them change to 
consume liquid milk. Most of liquid milk consumer are high income 
socio economic group.
Since milk is a very perishable product and the dairy farms are 
located far from consumers even from milk processing companies, 
therefore dairy farmers require to be in a group in order get 
easier and more efficient handling and delivery of milk either to 
the consumers or milk processing companies- Therefore dairy 
cooperatives were established.
Milk processing and marketing itself are on the hand of private 
companies. The role of cooperative as a bridge in collecting milk 
and chilling milk. The role of cooperative in the processing and 
marketing still only very small part of the industry.
The incresed in demand hence as good opportunity for dairy farm
ers to increse milk production. These were also good chance for 
dairy cooperative to enter into milk processing industry and milk 
marketing. It is GKSI plan to have 15 % milk processing in 
Indonesia and 10 % market share of milk in Indonesia within the next 5 years.
Actually' Indonesia has potential .to export milk, because the 
Indonesian farmer have capability to produce fresh milk at rela
tively lower price than the farmer in developed countries.
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THE ROLE Aim FUNCTION OP MARKETING SERVICES IN THE 
DEVELOPMENT OF LIVESTOCK INDUSTRY IN THE TROPIC 
“A CASE OF DAIRY COOPERATIVES IN INDONESIA" *)

by : Ir. Jchmy Prilyana

A. INTRODUCTION

Dairy Farmer Activities
Based on dairy cattle ownership, as a result of joint survey 
between GKSI and Faculty of Animal Science IPB, Faculty of Animal 
Science University Pajajaran and Faculty of Animal Science 
University Brav;ijaya in 1989/ dairy farmers are devided into two 
groups. The first group are dairy farmers v/ho consider dairy 
farming as main business while the second group who consider 
dairy farming as a side business.
As main business, dairy farming contribute large portion of 
farmer income, particularly the farmer with the business scale 
4-7 dairy cattle per farmer and farmer who owned more than 7 
dairy cattle.
For the farmer who consider dairy farming as a side business (1-3 
dairy cattle per farmer.) , dairy farming contribute small portion 
of farmer income and other business are required to fulfill 
the farmer need. But based on manhour required consideration, 
dairy farming only required 2.5 manhour per animal unit per day, 
it is beleave that dairy farming provide good contribution to the 
farmer income. '
The dairy farmers are living in rural area and dairy farming are 
part of their mix farming business. In dairy farming involved all 
family members (children and wife). Milk are collected in cooper
ative sub-collecting centre twice a day then deliver to coopera
tive chilling centre, before its deliver to the milk processing 
plant either private companies milk processing plant or cooperative milk processing plant.

*) To be presented in'^ICA/Japan trainning course strengthening- management of 
Agriculture Cooperativef Delhi 21 th October 199I



Primary Cooperative Activities
Based on business type, primary cooperative (GKSI members) can be 
devided into two group :
- Single Purpose Commodity Cooperative

Business activity of these cooperative only in dairy business.
- Multy Purpose Commodity Cooperative

Business activities of these cooperative are in some 
commodities, while dairy business is a unit of cooperative.

Secondary Cooperative Activities
The role of GKSI as a secondary cooperative (apex organization) 
as a bridge facility in members development. In determining 
business activities, it is based on subsidiary system prinsiple, 
therefore GKSI activities are not subtitute members activities 
but complementing members business activities, e.g : milk
processing plant which has not been feseable owned and operated 
by primary cooperative because it required huge capital and 
advanced technology, at present are operated by GKSI except at 
the large primary cooperative.



B. MILK PROCESSING AND MARKETING

Milk drinking has alredy familiar in Indonesia, e.g buffalo milk 
has been recognized in some area in Indonesia, sweetened cond- 
enced milk has been introduced since the dutch colonial period.
Milk processing companies had been established since 1968, be
cause there are adequate demand (milk market).
The capacity of milk processing companies can be shown in table 
below :



Table 1. The Production Capacity of Milk Processing Companies

No. Name of company Year of 
estab

Type of Product Production Capacity

1. PT Indomilk 1968 Sweetened Condensed Milk 
Sweetened Condensed Filled Milk 
Skinnmed Milk Powdered 
Full Cream Milk Powdered 
Pasteurized Liquid Milk 
Ice Cream Mixes 
Recombined Butter 
Tonic Health Food Drink

2.7 million cases a) 24 cans per year 
0.2 million cases SI 48 cans per year
150.000 cases 3 24 cans per year
300.000 cases a 24 cans per year 
3,000,000 litres per year
0.8 million litres per year 
1.5 million kgs per year
200.000 cases a 12 cans per year

2. PT FVI 1968 Sweetened Condensed Milk 
Powdered Milk
Others (Infant Food, Cereal, 
Ice Cream Mixes, Yoghurt and 
Beverages)

30,400 tons per year
12.000 tons per year
25.000 tons per year

3. PT FSI (Nestle) 1970 Sweetened Condensed Milk 
Full Cream Milk Powdered 
Pasteurized Liquid Milk 
Cereals 
Tonic Food

12,865 tons per year 
1,100,000 cases per year 
5,600 tons per year 
1,735 tons per year 
1,135 tons per-year

4. PT Ultra Jaya 1971 UHT Milk
Cheese
Yoghurt

6.000 litres per hour
1.000 kgs per hour 
200 litres per hour

5. PT Sari Husada 1972 Full Cream Milk Powdered 
Infant Milk

1.8 million tins per year 
36.4 million tins per year

6. PT FI 1972 Sweetened Condensed Milk 10 million litres per year

7. PT Mi rota 1974 Food
Beverages

552 tons per year 
240 tons per year

8. PT Sugizindo 1978 Powdered Milk 2 million cans a 500 gr per year 
1 million cans a 2 kgs per year

9. PT DAFA UHT Milk
Pasteurized Liquid Milk 
Pasteurized Cream 
Yoghurt

6 million litres per year 
4 million litres per year 
150,000 litres per year 
1 million litres per year

10. PT TAA (upstream 1983 Skim Milk Powdered 7,272 tons per year
processor) Anhydrous Milk Fat 2,728 tons per year

SoCirce : CIC, Study on Milk Industry and Marketing in Indonesia, 1991



Actually Indonesia has potential to export milk, because the 
Indonesian fairmer have capability to produce fresh milk at rela
tively lower price than the farmer in developed countries.
Illustration on production cost of fresh milk in various coun
tries can be shown in table below :
Table 2. Production Cost of Fresh Milk in Various Countries

No. Country
Production Cost (per litre fresh milk)

Foreign Exchange Rupiah
1. Jerman (DM) 0.69 - 0.70 808.32 - 820.04
2. Australia (Aus $) 0.45 702.88
3. Mesir (US $) 0.30 - 0.35 588.60 - 686.70

While cost of production in Indonesia only about Rp 300,- per 
litre fresh milk. The ability of above countries to export milk 
because they get subsidy from their countries and some from 
community nation such as EEC (European Economic Community).
The milk market in Indonesia grew by an average of 5 % per annum 
during 1985 to 1990, but the growth has been fantastically in
creased since 1988 by 16.56 % in 1988 and 11.30 % in 1989.
Production by type of milk during 1985-1990 in Indonesia are 
shown in table below :
Table 3. Production of Milk between 1985-1990 (fresh milk equivalent)

1985 1986 1987 1988 1989 1990

Total Prodct. (000 liters) 459,980 465,896 443,625 517,092 575,505

% change over preevious yr. 11.28 1.29 (4.78) 16.56 11.30

Main Milk Types

Swetened Condensed Milk 231,771 228,940 198,677 232,218 241,547 261,600
Powdered Milk (000 titers) 191,572 200,982 206,774 243,428 285,890 318,240
Liquid Milk * ’ 15,293 12,528 4,150 14,005 14,877
Others 21,344 23,446 24,024 27,441 33,191

Source : 1. CPS-ISEI 1989 p.45 and CPS-March 1990, p.Ill 
'2. Ministry of Industry
3. CIC 1991, p.68

* Excluding production of raw milk and some brands of pasteur
ized milk (which were not recorded by Ministry of Industry).



Generally the slow growth of total milk market in Indonesia was 
believed to be the result of high price milk at consumers level. 
Based oh "National Food and Nutrient Workshop", milk consumption 
target is 4.5. kg per caput per year. So that the national demand 
which this target is approximately 855 million liters per year, 
far above the actual consumption 600 million liters per year.
Actually the were demand of milk in Indonesia, but purchasing 
power are low due to the low income.
Since the income grow fantastically due to the economic develop
ment, milk demand were also increased. Most of Indonesian people 
start drinking milk with sweetened condensed milk and gradually 
had been changed to consume powdered milk due to the better 
income and further some of them change to consume liquid milk. 
Most of liquid milk consumer are high income socio economic 
group.
From the above figures it shown that growth of powdered milk 12.3 
% over the last 5 years while sweetened condensed milk only 4.2 
%. Even in 1989 the growth of powdered milk is 17.5 % while 
sweetened condensed milk only 4 %.
Since milk is a very perishable product and the dairy farms are 
located far from consumers even from milk processing companies, 
hence dairy farmers require to be in a group in order get easier 
and more efficient handling and delivery of milk either to the 
consumers or milk processing companies. Therefore dairy coopera
tives were established.
GKSI as a secondary cooperative was established in April 1979. 
GKSI's main activity at that time was to negotiate with milk 
processing companies (PT Friesche Vlag Indonesia, PT Foremost 
Indonesia, PT Indomilk, PT Ultra Jaya, PT Sari Husada and PT Food 
Specialities Indonesia) on milk allocation and milk price adjust
ment.
So it is obvious that historically the main purpose of dairy 
cooperatives establishment is to solve marketing problem of milk 
either to the consumers or milk processing companies. Since most 
of local' fresh milk were sold from dairy cooperatives to milk 
processing companies as raw/chilled milk, hence role of milk 
processing and marketing mainly on the hand of milk processing 
companies (private companies milk processor).
The incresed in demand hence as good opportunity for dairy farm
ers to increse milk production. These were also good chance for 
dairy cooperative to enter into milk processing industry and milk 
marketing. It is GKSI plan to have 15 % milk processing in 
Indonesia and 10 % market share of milk in Indonesia within the next 5 years.



C. THE GKSI

The GKSI Objectives
The Union Dairy Cooperatives of Indonesia (GKSI) is a secondary 
level of cooperatives in dairy, a nation wide activity with main 
objectives are :
- To provide services to members in order to improve members' 

welfare.
- To maximize profit in order to provide better services to 

members and develop GKSI business. Better service means better 
in fulfilling members' needs (both in fulfilling daily necessi
ties and developing their own dairy business) and higher prof
its' for members.

- To strengthen relations between members and between members and 
other institutions (other cooperatives, private companies, 
state-owned companies and government).

GKSI Progress
Along the line with the National Development Programme on dairy, 
GKSI takes an important role for the dairy cooperatives movement. 
The dairy development in Indonesia is very fast and it is obvi
ously change the socio-economic condition of dairy farmers wel
fare in the villages.
Dairy cooperatives development in Indonesia have grown rapidly 
since its established in March 1979. Milk production has fantas
tically increased fxom 10,000 tons in 1979 to 250,000 tons in 
1990. The value of milk sold increased from Rp 2 billion in 1979 
to Rp 110 billion in 1990. The dairy activities have also created 
new dairy farmers and provided job opportunities. The figures 
have increased from 7000 dairy farmers with 38,000 dairy cattle 
under 19 primary dairy cooperatives in 1979 to 74,000 dairy 
farmers with 250,000 dairy cattle under 190 primary dairy cooper
atives in 1990.



The detail progress of dairy cooperatives development since 1977 
to 1990 is shown as table below :
Table 4. Progress of Dairy Cooperatives Development since 1977 to 1990

I t e m s 1977 1980 1983 1987 1990

Number of Primary Coops 2 50 183 173 190

Number of Dairy Farmers 980 12,807 41,730 67,000 74,000

Milk Sales (million It) 1.3 22.8 79.2 151.2 250.0

Alam Murni pasteurized 
milk sales (million It) - - - 1.30 1.65

Farm Gate Milk Price (Rp/kg) 40-80 150-210 240-275 330-390 350-450

Milk Price at IPS (Rp/kg) * a)
b)

70-105
70-105

213-236
236-254

300
328

380
400

471
461

Dairy Cattles Population 50,635 141,037 205,000 250,000

Imported Dairy Cattles (cummulative) - 10,365 56,239 62,622 83,896

Labor Absorption 11,199 37,310 34,500 150,000

Foreign Exchange Saving (thousand US $) 5,770 22,300 37,800 62,500

Total Dairy Cattles Credit (million Rp) 59 5,944.4 39,794.8 48,246.0 79,594.8

Number of Labors at Primary Dairy Coops 59 8,845 8,824 8,921 9,925

Dairy Cattles Credit Value (million Rp) 33.5 92.0 125.0

Milk Sold Value (billion Rp) 26.6 58.2 110.0

Milk Ratio ** 1 : 5 1 : 2 1 : 1.7

Average Milk Price at Consumers (Rp) 180 360 600 1,125 1,800

Note : *) IPS = milk processing companies
**) Milk Ratio a local fresh milk : imported milk



Organization and Business
VThe GKSI organization structure is shown as chart enclosed :

In dairy cooperatives there are only primary and secondary level
of cooperatives, which in every provinces there are Regional
Commissary as part of secondary cooperative board of executive.
As part of GKSI business development, since January 1, 1991 GKSI
business are organized by business unit system namely GKSI Busi
ness Division. There are ten business division :
1. Milk Processing Business Division
2. Milk Marketing Business Division
3. Plastic Bottle Processing Business Division
4. Feed Processing Business Division
5. Saving and Loan Business Division
6. Office Building Business Division
7. Export-import Business Division
8. Dairy Cattle Technical Service Business Division
9. Insurance Business Division
10.Dairy Cattle Breeding Business Division
The objectives of GKSI business division establishment are :
- To increase self-help of GKSI business, in order to provide 

better service to the members.
- To increase productivity through the better compensation system 

(based on employee achievement).
- To produce professional managers in dairy cooperatives.

Business Division Guidance
- Subsidiary System Principle.

Subsidiary system among dairy farmers, primary cooperatives and 
GKSI. In subsidiary system principle, the activities which 
could not be done by dairy farmers, at the first step will be 
done by primary cooperatives. Then if primary cooperatives can 
not do it, GKSI will do these activities.

- Profit is produced to provide better service to the members.
- Following agribusiness approach.
- Each business division has the autonomy.

The role:GKSI Board of Executive in this business are evalua
tion and approval of business division planning and budgeting, 
beside controling business division activities.
The organising and executing of business division are business 
division managers responsibility.
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GKSI Milk Processing and Marketing
The existing milk processing and marketing by dairy cooperatives 
are mostly to chill the milk and then deliver it to the local 
milk processing companies. Only a little part of milk production 
is sold directly to the consumers (about 3 %) . The price of milk 
to milk processing companies is only Rp 491.- per kg,. It is the 
only way to sell the milk for the time being even if it is not 
creating a better margin for the milk producers.
Added value will only be created when the producers can produce 
milk products ready for use to consumers. For example UHT milk 
price is about Rp 2,000.- per liter, pasteurized milk is about 
the same price as UHT milk. But to produce any acceptable 
products, a good marketing strategy, proper dairy technology and 
facilities are required.
The existing GKSI milk processing plants / milk treatment plants 
(MT) were established in July 1983. The plants wereequipped with 
chilling facilities to cool the milk down to 4 degree C and then 
ship it'^to milk processing companies. Another facility is pas
teurizing equipment, completed with packaging machine and cool 
storage room. There are 4 milk treatment plants owned by GKSI and 
the other one is owned by Pengalengan primary dairy cooperative. 
The plant capacity and utilization of the above milk treatment 
plants are summarized below :
Table 5. Milk Treatment Plants Capacity and Utilization 

(thousand litres)

Milk Treatment 
Plant

chilled+past. milk sterilized milk
designed
capacity

used
capacity

designed
capacity

used
capacity

Bandung 18,000 18,250 3,000 0
Boyolali 32,850 2.9,930 - -
Pandaan 10,000 3,657 3,000 0
Batu 18,000 6,998 - -
Pengalengan 40,000 40,150 - -
Total 118,850 98,985 6.000 0

The idea of establishing the MT by GKSI was to provide facilities 
to help dairy cooperatives (member of GKSI) which has no cooling 
facility to cool their milk before shipping to milk processing 
companies and also pasteurising some of the milk for direct 
selling to consumers.
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Now Milk Treatment Plants in Bandung and Pandaan are producing 
pasteurized plain milk and flavoured milk (sweet, chocolate and 
strawberry) in carton and plastic sachet. They also produced 
yoghurt in cups.
The progress of GKSI's pasteurized milk (Alam Murni brand name) 
during 1984 to 1990 can be summarized in table below :
Table 6. Sales of Alam Murni pasteurized milk from 1984 

to 1990 (litres)

Year
Milk Treatment Plant

Total
Bandung Pandaan Boyolali

1984 16,577 78,865 21,239 116,681
1985 68,257 416,459 15,306 500,0221986 412,870 674,512 11,445 1,098,8271987 446,756 818,054 29,936 1,294,7461988 495,281 695,419 113,065 1,303,7651989 517,394 889,155 193,654 1,600,2031990 638,314 956,245 56,071 1, 650,630

In 1990, GKSI milk treatment plants in Bandung and Pandaan were 
expanded and for the production of sterilized milk, and soon this 
product will be launched in plastic bottle packing.
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D. AGRIBUSINESS APPROACH

GKSI ROLE IN THE DAIRY AGRIBUSINESS
The pattern of the dairy business follows the Agribusiness pat
tern applied both at the primary cooperatives level and at the 
secondary cooperative level (GKSI).

TYPE OF ACTIVITIES

ACTIVITIES PORTION 
FOR GKSI & PRIMARY 
COOPERATIVES
GKSI PRI

MARY
PRI
VATE

ACTIVITIES PORTION 
BETWEEN PRIMARY COOP. 
AND THE FARMERS
PRI
MARY

FARMERS PRI
VATE

Pre-Production
Equipment
Breeding
Medicine
Poduction Facilities 
Cattle feed, requir - 
ing large capital, & 
sufficient technology 
and management
Process Production
Post-Production
- Processing )
- Marketing ) 
Requiring a large 
amount of capital, 
high technology and 
sufficient management

X
X

X
X
X

X

X X
X X X
X X
X X
X X

X X X X

X X X
X X

X X X X
X X X
X X X

X

X X X X
X X X X

X X
X X
X X

X X X X

X
X

X X
X X

X

X
X
X X
X X

X

xxxxx

X

X

X X X X X X

X X X X X

X X X X

Therefore it is obvious that the portion of GKSI in this 
Agribusiness pattern are its role in the post-production and pre- 
production, and in the process production, it is fully the 
portion of the primary cooperatives. While at the cooperatives, 
this Agribusiness activity is handled comprehensively:depends on 
scale of their businesses.

BUSINESS,MAPPING IN THE DAIRY AGRIBUSINESS
The dairy business pattern viewed from the Agribusiness covers :
1. Pre Production.

a. animal feed : this activity covers backward linkage 
i.e. providing row materials and forward linkage i.e. feed
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mill factory and its distribution network. Considering 
that" the market of the feed, of this dairy cow is more than 
90% in the cooperatives, therefore it is reasonable if this 
activity becomes the portion of the cooperatives, both 
primary and GKSI in accordance with its ability.

b. equipment : this activity covers backward linkage i.e.
the equipment factory and its forward linkage is its 
distribution network. In this case, the dairy
cooperatives (GKSI) can own shares or cooperates both in 
the matter of factory ownership and especially in its 
distribution (as distribution) .

c. medicine : this activity covers the factory and its
distribution, in this case GKSI can own shares and become
its distributor,

d. breeding : this activity is especially intended for
developing the local dairy cow in accordance with the
characteristics of dairy business should reasonably be 
managed by GKSI and strong cooperatives . Whereas the 
supply activities by importing dairy cows can be conducted 
by GKSI by cooperation with other parties or independently 
in phases.

Process Production.
In this, phase, the activity is absolutely (100%) handled by 
the cooperatives with the farmers as their members. This 
matter is in accordance with the directives of the President 
(Government policy).

Post-Production.
a. processing : the milk processing industry covers the 

upstream activities (powder milk factory) and downstream 
activities (final product factory). In these activities 
GKSI and the primary cooperatives can own shares and become 
the distributor. In the processing activities, both 
upstream an downstream, GKSI an the strong primary 
cooperatives should reasonably own their own factory, in 
addition to the Milk Treatments (MT) which are already 
owned at present.

b. marketing ; the milk and other dairy products market- ing 
activity, GKSI and the primary cooperatives can cooperate 
both in the matter of shares ownership or become the 
distributor.
In this post-production activity, the portion of the dairy 
cooperatives shall be sufficient by getting 15%-20% 
considering that its activity is capital intensive and 
utilizing sophisticated technology and management.
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The linpoVtant thing by owning 15%-2 0% shares, the dairy 
cooperatives can influence the post-production activities. 
The~mapping of the dairy cooperatives busines in the 
agribusines pattern can be seen in the scheme below :

SHARES PORTION OF THE DAIRY COOPERATIVES BUSINESS

Cattle Feed 
Factory 80%
Breeding :
Village Breeding 100% 
Breeding Centre 30-50' 
Medicine 20%
Equipment 3 0%

- Farming 100 %
- Production & 
Handling 100 %

- Distribution 100

Industry 15% 
Marketing 10

The business opportunity in the case of shares ownership and 
the related agribusiness pattern should continuously be 
strengthened/ enhanced through own capability and special 
treatment by the Government especially in the matter of 
capital.
To further develop the dairy cooperatives business in the 
future> a special agency as implemented in other countries 
such as India, New Zealand, South Korea etc., i.e. the Dairy 
Board which is more directed to regulating the dairy business 
problem.
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In the name of God 
Rural and agricultural Cooperatives in IRAN in recent years

Rural and Agricultural Cooperatives, network is covered under 
25 province units, 189 township units and one central head q u a r te r -  
( office ) in Tehran . These cooperatives have always considered -  
the regulations and principles approved by the l .C .A 's  congress -  
during their over than a quarter of a century activities  . So in -  
this regard,  in order to continue their activities and provide the -  
joint needs of their members and also their professional welfare, it 
is prevented to compose the said cooperatives! activities with the -  
trade institution. And because of this approach, despite the condi
tions of Eight Year Imposed War in IRAN and encountring with hun
dreds of thousands of Iraqi ref ugees who have mostly arrives in -  
IRAN in this year , the members of Rural and Agricultural coope -  
ratives cooperate with different kinds of cooperatives’ activities -  
and programms with a more firm belief . Even in many cases,  they 
have done worthy meusures in facing with disaters resulting from -  
natural events and have aJ so given aid to people .

Rural and Agricultural cooperatives are active in three forms 
in IRAN: Rural cooperative societies , Agricultural cooperative s o 
cieties ,( in different specialized fields) and their Cooperative al l i 
ance there of , are under control and supervision of Central Orga -  
nization for Rural Cooperative which is offiliated to the Ministry -of 
Agriculture . These cooperatives are covered more than 57000 vi l la 
ges through out the country , by their 4000 agricultural  and Rural 
cooperatives’ societies . with 417 million memberships. The capital  - ,  
and reserves of rural  cooperatives and alliances were over than 
RIALs 123,342,478,771 ( about $ 1,718,645.538 ) at the begi ning of -  
the year 1991 which has increased averagely 17% , in comparison -  
with 'the last year .

The above -  mentioned Agricultural and Rural Cooperatives , 
network follows its activity along with the Central Organization for 
Rural Cooperative’ s policies in the Islamic Republic of IRAN’ S first 
five Year Economic, Social and cultural Development plan(1989-1993).  
The sigificanit policies and strategies are as follows ;

1. To develop agricultural cooperatives and different producitve 
formations .



2. To generalize the training of Cooperative’ s economy, techniqual, 
credential and commercial matters in order to prepare essential ways 
to the more slef-managing of rural cooperatives .
3. to lead Rural Cooperatives to the maximum production in the 
surface unit for the self-sufficiency of agricultural products .
4. To support Rural consumers and producers .
5. To develop techniqual and credential supports .
6. To inspect the well doing of techniqual and financial deeds and 
on going affairs of Agricultural and Rural Cooperatives’ network .

Agricultural and Rural Cooperatives apply various possibilites. 
including human force and extensive financial resources which not -  
only have a main role in producing and improving agricultural affairs 
but also have a significant effect on increasing of farmers’ income . 
The potential possibilites of the said cooperatives are as follow :
A: The possibilites of Central Organization and Alliance for Rural -  
Cooperative in Tehran .
B: The possibilities of 1\L, branches of organization in the center of 
provinces and cities .
C: The number of 3130 Rural Cooperative companies .
D: The number of U,211,121 members in Rural Cooperative companies.
E: The amount of over RlALs 92,243,460,037 in capital  and reserves 
of Rural Cooperative societies
F: The number of 191 Rural Cooperative Alliances.
G: The amount of over RIALs 31,499,018,734 in capital  and reserves 
of Rural Cooperative Alliance .
H: The number of 1060 agricultural cooperative societies
1: The number of 509400 members in agricultural cooperative socie -
ties . '

J : The amount of over RIALs 37,793,548,000 in capital  and reserves 
in Agricultural Cooperative societies.

By applying the above-mentioned possibilities, the main activity 
of cooperatives in Trade sector ( buying excess of agricultural pro
ducts ) has been buying basic and strategic products which wheat -  
has been the most . It should be explained that , rural cooperatives 
have had an effective and active role in buying the excess of wheat 
from producer farmers since 15 years ago . And during this period -  
the greatest amount of buying by the cooperatives has been 2435545 

tons in 1369 ( at the end of 1991 April ).  It is predicted that in -



this year ,  by the continuation of the wheat pivotal plan , the -  
amount of wheat excess presentable to the rural cooperatives will 
be exceeded to 3 million tons. Other products such as : 
barley ,r ice ,  potato , onion, fresh fruit and vegetables, citrous , 
palm and all kinds of cereals are the main items that cooperatives  
have resorted to buy .

For the new year ( from 1991 March ) with the approval of 
the Economy High Council , a guranteed price is determined for -  
most of the agricultural products and buying the excess of pro -  
ducts which are about 15 kinds is also guaranteed . Rural Coo -  
perative have undertaken a heavy reponsibility by this policy , -  
because they should do the purchasing procodures'v^lth the physical  
and financial possibilities which are given to them . To approach 
this goal in the next year , although the rural cooperatives ’ net -  
work has about 740 techniqual storages in border of cities and near  
production centers with the capacity of 250 000 tons to 10 000 tons 
and totally over than 65 5000 tons which in comparison with the -  
first year  of Revolution it has increased about 98%; with specifying 
and providing new credit in the budget of ths year  , it is prescrivec 
that during these last three years of Islamic Republic of IRAN’ s first 
five Year Economic , social and cultural Development up to the year  
1372 ( 1993 ) the number and capacity of Rural Cooperatives’ tech -  
niqual storages will be increased more than twice of present possi -  
bilities .

The exportation of agricultural products is another activity of 
agricultural  and Rural Cooperatives, network which is carried on by 
their Alliances in different provinces and also central Alliance for 
Rural Cooperative . Although this measure may not be considerable 
with a view to the amount and product’ s items , it has caused new 
arrangements for the increasing amount and improvement of quality 
which these arrangements have made the improvment of commercial 
methods, packaging and expediting in transportation .

In the year 1369 ( 1990 ) about 10 kinds of products were -  
exported to the west Germany and United Arab Emarat by the -  
Rural Cooperatives which the gratest and the least amount respec
tively were apple 400 tons and grape A tons . In this regard ,  the 
Central Alliance for Rural Cooperatives has established an e x p o r 
tation office with its own capital in the ALHAMRIEH in Do^^i wich 
carries  on the exportation affairs of Rural cooperatives in the
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region. Now establishing other exportation offices in west Germany 
Kuwait and Malezy is under negotiation and cosideration, which a 
remarkable increasing is predicted in the amount of exportable 
agricultural products of aagricultural  and Rural Cooperatives’ —
members .

In the training fields, new and significant steps are taken-  
to improve the quality of agricultural cooperatives’ activity  from 

the year 1369 (1990). Which the most important of them ss ac t iv i -  
zing two centers for training cooperation in OROMIEH and AHVAZ -  
( the center of a south and a North west provience of the country) 
in order to train the human force reqired by the cooperatives ’ -
network at the associate of arts  level . And now about 70 students 
are in the third term and will be graduated up to the end of the 
year  1991. Besides, other centers are specified for specialized 
training required by agricultural and rural cooperatives in Zanjat 
province. Except for these three centers, some other cooperation , 
training centers are in the process of establishment in the eenter 
of other provinces . Along with this activity , from one month ago 
establishing the cooperation faculty at the level of B.A is under 
planning and examination around Tehran city , in order fo train  
more specialized human force required by the agricultural and -  
rural  cooperatives’ network and introduce to cooperatives for 

employing .
publishing the agricultural and rural cooperative’ s periodi -  

cals is emphasized in order to increase the specialized skill and 
occupational knowledge of men who are responsible for inspecting 
and leading cooperatives . This publication , at the end of i t ’ s 
third year of circulating , is issuing about 3000 circulations in 
each number which are distributed among 189 units  of Central -  
Organization for Rural Cooperative through out the country .

From one year ago , to improve the collecting system of -  
statistics and information of the cooperatives’ network and pre
pare research and studies grounds ,the central Organization for 
Rural Cooperative has considered the comprehensive plan of com
puterizing . In this way , the statistics system as one of these 
systems has finished its final stays of programing .And at this 

time, a group of managers and experts in central office are pa
ssing priliminary training course of computer applying , in order
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to get the latest statistics and information of agricultural and -  
rural  cooperatives in their office through this machine .

About giving the services required by the rural coopera -  
t i v e ’ s members , a memorandom is signed between the Islamic -  
Republic of IRAN’ S post office and C.O.R.C and the preparation  
of establishing AOO post offices in the location of consumer co o 
perative stores of rural cooperative societies are provided .And 
now these offices fulfill the post services with the priority of 
villagers  near  their habitats . By gaining experiments and ins
pections of the first post office’ s activity , it is agreed to set 
up such offices in all 11397 consumer cooperative, store through 
out the country .

Besides, the establishment of agricultural bank’ s branches 
in rural  cooperative companies is predicted for 500 rural coope
ratives in this year to take the limit reserves of rural  coopera
tive’s members and use them in order to give supplemantary 
loans. For the fulfillment of this goal , the general directors , 
accountants and cooperative’ s men of rural cooperative socie 
ties are selected and are training different specialized courses 
under regard of experienced experts of agricultural Bank .
A branch of Bank will be established in the location of coope -  
rative society of the gradually , the training of the said i n 
dividuals is fininshed .

In order to provide credential facilities in this year(1991)  
the amount of RlALs 173,000,000,000 is specified for fulfilling -  
the goals of agricultural development and Rural industries by , 
rural  and agricultural cooperative societies , so far ,  part of 
it has distributed amoung requesting cooperatives and up to 
the end of this year all the said credit will be collected . The 
said ’ credit in comparison with the year 1369 (1990) has increa
sed about 33% . In addition to the said credit,  the amount of -  
RIALs 35,000,000,000 will be given to the central union for -  
Rural cooperative and other rural cooperatives unions to pro
vide and prepare inputs and production tools and instruments , 

required by cooperatives’ members .
To provide professional and living needs of rural  coopera

t iv e s ’ members , about 10736 oil .selling centers of rural  coo -

p eratives ’ societies are undertaken the main distribution of oil
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products for the agricultural machinerie fuel , water pump’ s engin 

fuel and etc , And also the combustion used in houses , Besides , 

about 11397 consumer cooperatives, stores provide the main item of 

consumer goods required by the cooperatives’ members and other 

residents of rural regions with a reasonable price in the villages  

which are in the realm of rural cooperative societies’ activity . 

Offering the above-mentioned services plays an effective role in -  

providing professional and living facilities of villagers . and this 

given hopes to the producers of agricultural  products to remain at 

their production place and prement them from migration .

About providing agricultural inputs, it should be noted that  

about 50% of all insecticides and 100% of all fertilizers required,  

by the agricultural sector are distributed by rural cooperatives, the 

fertilizer  " ferro-secosterin " and other kinds of agricultural needs 

such as : Carbunat-Potas powder, cover paper for citrous and 

nylon are provided and distributed by rural cooperatives’ network.  

Different kinds of vegetable,surpmer crop,wheat,clover,potato,sorghum 

seeds are other kinds of agricultural imputs which is provided by 

the cooperatives ’ network either from outside or inside of the 

country and is distributed amoung agricultural  and rural coope

r a t i v e ’ members.

the position of rural  and agricultural coopera

t i v e ’ s unions and societies up to the end of 1990 are as follows:



Lands position,Problems & Major Agricultural products of Iran

About 3/4 of the Iranian plateau is covered with mountains and 
steepy areas . Only \/U of it is flat . The latitude has caused 
different climates in different areas.Agricultural activities have 
been faced with haphazard difficulties because of the above — 
said variety • Fertile plains have come into existance in the -  
favourable conditions & sufficient humidity. Dried deserts and -  
salty lands have come into existance in hard conditions which- 
cover more than 20% of the country . While only 1-4.4% of the -  
lands of the country is used for water and dry farming .g arde
ning and rotation cultivation and the forests cover 7 .4  % of it-, 
the poor pasture lands cover more than 55% of the area of the- 
country . The area of the suitable lands for agricultural  a c t i 
vities is estimated about 30-32 million hectares ,part  of which-  
located in dry areas with little rain. As a result of the prob -  
lems of supply of water about 18.i  million hectares is used for 
agricultural activities .10 .2  million hectares out of the above -  
said area is under cultivation of the annual cultivation of the 
annual products , about 700 hectares for permanent products and 
7.6 million hectares for rotation cultivation . Cut of the total -  
area under cultivation, about 5 .8  million hectares have been allo
cated for dry farming and 4 .4  million hectares have been alloca
ted for water and semi water lands .
EKPLOYTATION SYSTEM

There are more than 60000.big and small villages in Iran which- 
are spread all over Iran as the centres of agricultural activities.  
Some of this villages are locatrd in concentration but most of them 
are scattered in different parts of the country . Small size of the 

•units under exploitation { out of 2 .5  million units in Iran' about-  
82% is below 1 hectare ) and scattered situation of the units have 
increased the costs of production and decrease of the income of -  
the farmers and also have caused problems for carrying out the -  
agrotechnical activities . Therefore,utilization is in ordinary forms 
& traditional agricultural  patterns .
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In spite of the present difficulties & bottlenecks and the prob—  
lems arisen from increasing of puopulation ; the general demand 
for agricultural products have been increased . Attempts have -  

been made to provide more foodstuff for the population & special 
consumption of the country and to decrease import of some of the 
major foodstuff in order to provide the export of less value agrir 
cultural products . In this course , the main items of export of 
agricultural products in comparison with the total export of non-  
oil products of the country has been more than 50% of it during 
the recent years and the volume of import of agricultural  products 
and foodstuff is also decreasing . The imports in 1985 in compa
rison with 1984 has been decreased from 6 .5  million tons to 6.m-  
tons that is 9% decrease .

A SURVEY OF AGRICULTURAL PRODUCTS

AGRICULTURAL PRODUCTS

In the recent y ears ,  the area under cultivation of the agricultu
ral products and production of these products have been increased 
e .g .  the area under cultivation in 1985 has expanded 11L, thousand 
acre (8.8%) in comparison with the year 1981;and 395000 acre have 
been increased to the area  under cultivation of wheat, r i c e , sugar -  
beet , oil seeds and cereals . ( Ref . Table No.l&2)

POPULATION, INCOME & EMPLOYMENT

The population of I ran,  according to the census of Nov, 1987 is 
more than 44,802,000 of which about 48% -  21,525,000 live in the 
rural areas . Considering the population increasing rate ; 3.1% . 
the increase of active armers during the period of 1976 -  1987 are 
respectively 2 ,992,000 -  3 ,253,000, that is 161,000 .
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The Agro-Industrial Bank ( the present Agricultural Bank of -  
Iran ) as established in 1933 for providing the facilities of -  
agricultural loans in small scale,expansion of agricultural  

activities and assisting the farmers . But the bank did not 
meet the requirements of the farmers of low income except the 
feudals,pressure groups and petty farmers, because of location 
of the bank in the centres of the cities and demanding the 
valueable properties as the security for payment of the loans .
The average of the annual income is Rls.531094.Due to sharp -  
difference between the level of rural & urban living dissatis -  
factory non-prefitability of agricultural sector led to immigra
tion to the urban areas  . Upon the establishment of Islamic -  
Republic of Iran & paying attention to the villages in rende -  
ring general services to them such as electricity facilities , -  
water supply , primary and high school education facilities , 
hygiene and treatment facilities and encouraging the farmers , 
to more production through increasing the profitability of the 
products of this sector attempts are made to decrease the immi
gration from the villages to urban areas as much as possible .
In order to erase these bottlenecks, other ways such as esta -  
blishment of Rural Cooperative Funds came into mind from 1964. 
These funds could facilitate  payment of the required loans to -  
the farmers . The funds were established with the membership 
of feudals sponsored by the above-said bank . The capital of 
the funds was paid by the above said members . In addition , 
the bank paid loans to the farmers . The aims of the funds are 
briefly : collecting the petty capitals  and granting loans easi
ly . By the end of 1957 , 103 funds were established in the 
cities , but they didn’ t meet the needs for the said reasons . 
They were sources of capital  for the feudals most of whom resided 
in the cities .

Establishment of Rural Cooperative societies

HISTORY OF RURAL COOPERATIVE ORGANIZATION IN IRAN

Considering the acquired experiences , the acquired experiences,  
the first rural cooperative societies was established in Damavand 

with 457 members and with a capital of Rls. 11240 (1 U.S.$ =^72Rials)

* *



with the assistance and supervisorship of the Agricultural Bank. 
The 'first aim of this societY was redering credit services and -  
then: was providing the agricultural tools and instruments for the 

members , The societies also established a shop for the latter  -  
aim Gradually similar rural cooperative societies were estab -  
lished in other rural areas of Iran , so that 925 rural coope -  
ratives were established all over the country until 1961 . 
EXPANSION AND ORGANIZING THE COOPERATIVE SOCIETIES;

Atrer approval of the land Reform act in 1962 and in order to -  
fill the vacancy of the feudals who were responsible for covering 
the farmers 'membership in rural cooperative societies became 
compulsory for all the farmers who became the owner of farm 
lands according to the regulations of Land Reform Act. There fore 
the rural cooperative soci et ies were vastly organized and ex -  
panded all over the rural areas of Iran .

FORMATION OF CENTRAL ORGANIZATION OF RURAL COOPERATIVE :

Expansion of rural cooperative societies necessitated the establi
shment of an independet organization for taking charge of rural  
Cooperation was established as a joint stock society in 1963 .
This society was charged with expansion of rural & agricultural  
cooperative societies and economical and social activities in rural  
areas .  The functions of the above-said organization were approved 
according to its constitution by its general assembly . The origi
nal capital of the company was more than Rls. 1,000,000,000 which 
was covered by the government , and according to its constitution 
the unions of rural cooperative societies can gradually purchase  
the shares of the organization , so that the entire capital of the 
organization to belong to the unions of cooperative societies .
The ;organization trained the required staff for coordination and 
supervising the cooperative societies by planning the training -  
classes . The organization formed classes for training of the 
directors and inspectors of the cooperative societies whom had -  
been elected among the members and upon the free vote of the 

members enabling them to manage the affairs of their coopera -  
tive societies while learning the principles of cooperation ,

* * * * * *
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accounting and book-keeping .At present most of these societies 
are fulfilling the affairs of their own societies, and the persons  
in charge of coordination are cooperating with them as a 1 iasion 
and coordinator of the plans with public sector . Each coordina

tor, who is an employee of the Central Organization of Rural Co
operation , is in charge of supervising and coordinations of one 
or two cooperative societies including and average of 40 villages.  
These coordinators hold at Isast high school diplomas and have 
been trained for rendering services in the villages and all of -  
them have passed 6-9 months training courses of administering -  
the Rural Cooperative societies before begining their services who 
call at & inspect the villages and cooperative societies under -  
their supervise by a vehicle which is at their disposal and dri
ven by themselves .

UNIONS OF RURAL COOPERATIVE SOG.IETIES:

In order to facilitate the supply of life and professional require
ments of the members of the cooperative societies, a union of rural  
cooperation was gradually organized in all the cities of iran with 
membership of all the rural cooperative societies of that city , which 
provided the entire requirements,goods and services,  of the members 
of rural cooperative societies.  At present 189 unions of rural co -  
operative sosieties are rendering services all over Iran .

CENTRAL UNION OF RURAL COOPERATIVES :

As a result of expansion of the activities of rural cooperative so -  
cieties , the Central Union of Rural Cooperatives was held in the -  
capital of lran(  Tehran ) with membership and investment of the -  
unions of rural cooperative societies all  over Iran in 1977 , which 
was in charge of providing and distribution of consumption,profe -  
ssio 1; and service requirements of the unions of rural cooperative 

s o c i i ’ t i e s ' ,  ultimately the farmers of t h e c o u n t r y  . One o f  the most' 
Linportant responsibilities of this union is marketing ■ and sale and -  
purchase of the products of the farmers in Iran and abroad .
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The Central Organization of Rural Cooperatives undertook to super
vise & control the work of rural cooperative societies in «'.h2 first -  
lialf of the year 1963. ( At that time 45940 farmers with a capital -  
of Rls 295811350. - lU .S .$ =Rls.72, were members of rural cooperative 

societies . The members of the societies were 3 "404 "534 farmers 
with the capital of Rls. 13'102 million. The encouragement of the

members of the cooperative societies for investment is the coopera -
tive societies which was a kind of saving for the members was one 
of the useful and effecitve action through performance of which an 
increase of 323.936% was obtained between 1981 & 1988 and the total 
capital and reserves of these societies amounted to Rls .71641 million.

CREDIT ACTIVITIES OF THE RURAL COOPERATIVE SOCIETIES:

The cooperative network having taken advantage of the banking sys
tem credits and its liquidity grants loans to the farmers in order to 
meet their professional needs and requirements and to eradicate the 
bookers and forward puchasers 'act ivit ies .  The granted loans are effe
ctive because of the reasons such as:  payment .commission rate forthe 
banking operation ( interest is banned in Islam ) , time guarantee,
etc . Although the amount of granted loans is not high , but these
are useful from different points of view.e.g .  the encouragement of the 
farmers for investment in agricultural section .
Although the ceiling of the payable loans have been increased in the 
n e t w o r k  of the rural  cooperative societies , but considering their needs 
for purchase of tools and agricultural materials,  it is not sufficient. 
Never the less this action has prevented them to sell their products 
in advance , Although the important function of these cooperative so
cieties was based on granting credits and most of the farmers became 
the members of the societies with the hope of taking advantage of the 

.credit facilities,  but the credit problems of many of them have been 
solved and are not applying for the credits.  ( Table Mo.3 specif ies-  
that only 1/3 of the members of the cooperative societies have u t i l i 
zed the loan ) ■ and this number of the members have borrowed loans 
for Rls 71 milliard in 1972 . If they were supposed to borrow this -

A n a l y s i s  Of The O p e r a t io n  and A ct i v i t i e s  of R u r a l  C o o p e r a t i v e  Societ ies

* * *
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amount as interest in different types, that is an amount cquiva -  
lent to Rls.t4 milliard,while they have only paid 4% commission -  
through cooperative societies ,( Rls 13 '716 '000 '000.  has been saved).

COMMERCIAL ACTIVITIES :

1- plan for sale and purchase of the products of the farmers .
One of the major problems of the farmers is the execution of poli
cies in connection with the agricultural  products . Because if 
there is not a correct programming for sale of agricultural products 
the efforts for increase of the production will not lead to a sa tis 
factory result . Experiences show that in such cases the products 
will not be sold at a fair price , or the products will be spoiled 
or will be purchased a low price by middlemen and are hoarded .
The result of this action leads to lack of psychological security of 
the rural producers, disappointing them , and ultimately their — 
immigration to the cities and the engagement in non producing — 
activit ies ,  or in other words " conversion of producers to consumer 
The network of rural cooperative societies has programmed some plans 
of solving this problem one of which is guarantee of purchase of the 
products and establishment of sale centres without a middleman . 
Considering the supporting aspect of guarantee of purchase of the -  
products , the farmers are free to sell their products either at the 
guaranteed prices or in the free markets .
The products that are purchased through the network of rural  co -  
operative societies aminly include wheat,barely , r ice ,corn ,potato , t  -  
types of grains, fruits,  vegetables , date , summer crops and wool. 
In the period 1981 to 1986 the Rial value of agricultural products— 
purchased has had an ascending trend which has been increased to 
Rls. 125909 million in 1986 . It is hoped that this trend would have 
a more speed by removal of the bottlenecks such as expansion of -  
roads between producing centres ( villages ) and consumption centres 
availabili ty  of vehicles, errection of technical warehoused and cold 
storages

■ * * *** * *

13



Establishment of sale centres is one of the other attempts of the 
network of rural cooperative societies during the recent years  
which enables the farmers to supply their products in these 
centres without a middleman. The program for export of the agri 
cultural products to foreign countries is another attempt of the -  
cooperative societies . 166 O O o  tons of agricultural products 
were sold in Ghezel Ghaleh Sale Centre in Tehran during 9 mounts 
in 1975, and export of lemon,onion,watermelon,lettuce,grape fruit  
and pomegrante to persian Gulf Countires have been more than -  
1000 tons . *

TECHNICAL SERVICES:

The technical services , which at present are redered by rural -  
cooperative societies and unions are as follows:
Animal husbandry, poultry .breeding , affairs of the factories , -  
establishment of warehouses and storage installations, increase of 
agricultural products, taking advantage of farm lands, prepara -  
tion and provision of agricultural materials ( seeds , fertilizers,  
and agricultural  machinery .)

PRODUCTION ASSISTING GROUPS:

One of the actions taken under the coverage of rural cooperative 
companies was formation of production assisting groups which — 
began its work with the aim of lowering the production expenses 
and in agriculture and animal husbandry, and redering services 
and presentation of the facilities of public sector to these groups 
have priority . Attempts have been made to use the facilities of 
the farmers themselves in these groups more effectively . for 
example if there are 3 tractors belonging to three of the mem -  
bers , the group will rent the tractors to the other members — 
with a program so that the requirements of other members -are -  
covered .The cooperative society will assist them in giving the 

spare parts and other facilities .

* * *
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M e g io n a l O t l ic e  t o r  
A s ia  &  th e  P a c if ic

Sijith JTC/91-92 24th October 1991

SIXTH ICA JAPAN TRAINING COURSE ON 
STRENGTHENING MANAGEMENT OF AGRICULTURAL 
COOPERATIVES IN ASIA,
OCTOBER 21, 1991 - MAY 10, 1992

Points f a r  Group Discussion - 24.10.91 
Iran

1. What are the character! sties o-f the Iranian 
agricultural cooperative movement?

What are the positive and negative factors you have 
identified in respect of effective 
services to members?

3. What are your suggestions for improving the organisational 
set up and functions of the cooperatives in Iran ?

GROUP LEADERS TO REPORT ON TRANSPARANCIES USING THE OVERHEAD 
PROJECTOR.
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I . Introduction

Thirty years have passed since the Korean agricultural Cooperatives were 
established in 1961 by the government in order to enhance the economic and 
social status of farmers and to develop agriculture and the welfare of rural 
communities

Despite many difficulties rural commumities have faced so far, our agricul
tural cooperatives have cooperated with member farmers and contributed to 
greatly the development of rural communities : to eradicate the chronic usury 
from the rural areas by introducing and implementing the mutual credit 
scheme, to achieve a self-sufficiency in stable food—grains by improving 
farm productivity through guidance activities for farm management develop
ment and stalbe supply of high grade farm inputs, and to stablize the prices in 
rural areas by supplying daily necessities.

However, in line with the industrialization, urbanization, liberalization and 
internation of the nation, agriculture and rural communities have been under
going a rapid change.

In order to effectively cope with the rising expectations and diversification 
of needs among farmers caused by such rapid change, agricultural cooperaives 
have to strengthen their role as centripetal force for the development of agri
culture and rural communities, as well as for the improvement of farm house
hold economy, and also have to further expand the cooperative businesses de
signed to improve the welfare of farmers.

H . Korean Economy and Agricultrue

1. Overview of the Korean Economy

In less than three decades, Korea has moved from a primarily agrarian to 
a newly industrialized economy. Korea’s export—oriented policies led by 
industrialization since the early 1960s ushered in a period of very rapid eco
nomic growth and development since 1960, Korea has witnessed a dramatic
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expansion in GNP and in per capita GNP.

In 1990 Korean economy enjoyed a high growth of 9%. Such a high econom
ic growth was due to the favourable domestic demand led by construction, the 
increase in fixed investment and private consumption, and the export increase 
recovered from the minus growth of 1989 in the real term.

Looking at the growth rate by sector, the mining & manufacturing secotor 
and the construction, electricity, gas and water sector marked a high growth 
of 8.4% and 22.2% respectively. These results in two sectors were attributable 
to the brisk housing construction and private consumption. In 1990, however, 
in agriculture, forestry and fisheries sector recorded a negative growth of 3.9 
% due to decline in farm production caused by heavy rain across the country 
in the summer season.

Per capita GNP of Korea in 1990 rose to US $ 5,569 from US $ 4,994 of the 
previous year, and the unemployment rate slightly declined to 2.4% from 2.6 
% in 1989.

With regard to the inflation, Korea experienced a high increase in 1990. The 
wholesale prices and consumer prices rose by 4.2% and 8.6% respectively. 
Such a high rate of inflation was mainly incurred by the wage increase and 
the oil price hike due to the crisis in the Gulf.

During 1990, commodity exports were U S $65 billion, representing a 5.9% 
increase over the year before, However, the imports sharply went up by 22.9 % 
due to excessive expenditure on consumer durables and higher oil prices. 
Therefore, the current balance of payments recorded a deficit of US $ 2 billion 
for the first time since 1986.
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Major Economic Indicators
1988 1989 1990*

GNP(US$ billion) 173 211 238
Per Capita GNP(US$ ) 4,127 4,994 5,569
Economic Growth Rate( %)

GNP 12.4 6.8 9.0
Agriculture, Forestry and Fisheries 8.0 -1 .1 - 3 .9
Mining & Manufacturing 13.4 3.7 8.4
Construction, Electricity, Gas & Water 9.5 16.1 22.2
Seveices 12.7 8.4 10.2

Unemployment Rate(% ) 2.6 2.6 2.4
Inflation(%, average annual)

Wholesale Prices 2.7 1.5 4.2
Consumer prices 7.1 5.7 8.6
Prices Received by Famers 12.6 5.6 12.3
Prices Paid by Famers 7.9 8.7 9.1

Balance of Payments (US $ million)
Current Balance 14,161 5,055 -2 ,0 5 1
Exports 59,648 61,409 65,016
Imports 48,203 56,812 69,844

Agrcultural Production (1 ,OOOM/T)
Total grains 7,229 7,160 6,635
Rice 5,493 5,898 5,606

Farm Population(1,000 persons) 7,771 6,786 6,459
Farm Household(1,000 each) 1,871 1,722 1,745

*  estimated

2. Agriculture in the Korean Economy

Agriculture in Korea has been the most important industry is the past as 
expressed in the saying that “agriculture is the basic foundation of the na
tion.” However, in the process of rapid economic development, the relative po
sition of agriculture in the national economy has been declining rapidly in re
cent years mainly due to low rate of agricultural growth, low level of agricul-
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tural investment and importation of cheap foreigh agricultural products in 
large quantities. During the period of 1965-1988, the GNP grew at 9 percent 
per annum and the industrial sector grew at 13 percent annually, while the 
agricultural sector recorded an average growth of only 3 percent per annum.

(A ) Nineteen Percent of Koreans are engaged in Fanning
Despite the relative decline of agriculture in the national economy, 

Korea’s agricultural sector still accounts for a high proportion of the econo
my. Agricultural sector accounted for 8.4 percent of the GDP and 18.7 percent 
of the total employment in 1989, presenting a striking contrast to that of the 
U.S., which represented only 1.7 percent of the GDP and 2.6 percent of the 
total employment respectively.

Agricultural Share in Emploment and GDP

Year
Employment (thousand persons) GDP (billion won)
Total(A) Agrl.(B) B/A(%) Total(A) Agrl.(B) B/A{%)

1965 8,112 4,538 55.9
1970 9,617 4,756 49.5 2,785 646 23.2
1975 11,692 5,041 43.1 10,320 2,269 22.0
1980 13.683 4,429 32.3 38,041 4,838 12.7
1985 14,970 3,554 23.7 80,847 8,799 10.9
1988 17,305 3,319 19.7 125,309 11,403 9.1
1989 17,515 3,275 18.7 142,267 11,906 8.4

(B) Agricultural Growth lags far Behind Lidustrial Growth
During the period of 1965—88, the Korean GNP grew at an average an

nual rate of 9 percent, reflecting in 13 percent average annual increase a- 
chieved in the industrial sector. During the same period, however, the agricul
tural sector saw an average annual incresase of only 3 percent. As a result, 
the agricultural sector lagged farther and farther benind the industrial sector, 
and the gap between the urban and rural areas grew wider and wider with the 
passage of each year.

The main factors causing the low growth rate in the agricultural sector 
were minimal govemment investment in the rural areas, a weak production 
base, and the extremely small scale of land suitable for farming in Korea.
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Economic Growth Rate of Agriculture

(C) Farm Household Income Only 83 Percent of That Earned by the Urban 
Household

Farm household income in 1990 was 11 million won(US$ 16,300), and 
that included 4.8 million was(43%) from off-farm income. That is only 83 per
cent of that earned by the average urban household.

The income levels for the urban and rural areas were almost the same untill 
the mid—70s. Since that time, however, the gap has widened due to the low 
price of farm products influenced by the steady increase in the level of import
ed agricultural products.

Comparison of Rural and Urban Household Income
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3. Characteristics of Korean Agriculture

Korea has made strenuous efforts to transform its agriculture from a tra
ditional to a modern structure. But it still preserves many characteristics of 
traditional agriculture.

(A ) Small sized family farm.
National average farm size per household is only 1.2 hectares(3.0 acres), 

compared with 495 hectares of the U.S. average farm, 302 hectares of Canadi
an average farm and 381 hectares of Australian average farm. This small
sized arable land consists of several plots of paddy fields and uplands 
scattered around the village. Furthermore, 62 percent of all farms operate less 
than one hectare. These small sized family farms have difficulty even in meet
ing living costs with income from farm operation

(B) Weak production base
Korea has very poor agricultural production base and infrastructure, in

cluding irrigation, drainage, land consolidation, rural roads, etc. 28 percent of 
paddy fields are still rain fed, and only 40 percent of 1,345 thousand hectares 
of paddy fields have been consolidated. Rural roads are not fully developed 
and their pavement rate was only 48 percent compared with 86 percent of 
urban roads in 1990.

(C) Deterioration of farm labor force both in quantity and quality
Comparatively high wage and better job opportunities in the industrial

sector and urban centers have induced young and educated farmers to migrate 
to industrial urban areas, thereby lowering agricultural productivity. There
fore, farm operators have been substituted with aged persons and females, and 
they have become unskilled and less educated. The number of young farmers 
under 30 years old has rapidly dwindled from 29.2 percent in 1975 to 6.9 per
cent in 1990 of the total farm labor force. On the contrary, persons over 60 
years old have increased from 8.6 percent in 1975 to 24.0 percent in 1990 of 
the total farm labor force. Female labor force in the agricultural sector in
creased from 28.3 percent in 1970 to 45.3 percent in 1990 of the total farm  
labor force.
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(D) Low level of farm household income and high depedence on agricultural in
come

Farm household income in 1990 was 11,026 thousand won( 16,300 US dol
lars), which stood at only 83 percent of the urban wage earners’ household in
come.

In addition, Korean farmers are heavily dependent on agricultural income 
sources. On the average, the Korean farmers earned 57 percent of their farm  
household income from agricultural production, while they derived 43 percent 
of their total income from off-farm income sources in 1990. The proportion of 
off-farm income in Korea is relatively small as compared with 82 percent of 
Japan in 1988 and 62 percent of Taiwan in 1987. The farmers of these two 
countries derive most of their income from off-farm jobs created by rural 
industrialization.

(E) Heavy farm debts.
As a result of product concentration on limited profitable crops, Korean 

farmers are frequently plagued by over-production and price declines. This has 
resulted in dwindling income at a time when education, medical, and other 
necessary expenses are increasing at an alarming rate. This situation and the 
growing influx of imported farm products have left the majority of our farm
ers unable to cover their accumulating debts with farming income. The debts 
owed by farm households in Korea averaged 4,734 thousand won (7,000 US dol
lars) in 1990, which was 41.3 percent of the farm household income in the 
same year. During the period of 1980-1990, farm debts had increased by 33 per
cent per annum. The rapid growth of farm debts can be attributed the rapid 
increase in expenses for education, medical care, wedding and funeral ceremo
nies, etc. As of the end of 1990, only 19 percent of Korean farmers had no 
debts, and thus almost all farmers was unable to meet their living expenses 
with agricultural income.

(F ) Poor living condition
Most farmers in Korea still lack in modern living amenities such as tap 

water service, telephones, color TV sets, washing machines, medical service, 
educational and cultural facilities, etc. In Korea, only 20.2 percent of rural 
population enjoyed tap water service as compared with 95.3 percent of urban 
dwellers in 1987. Furthermore, only 9.5 percent of rural people were supplied
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with gas and only 4.4 percent of them had hot water facility in 1986. The rela
tively poor conditions of rural living environment as compared with urban 
centers have accelerated the exodus of rural young people to urban sectors, 
which has caused the difficulty for rural males to get married.

(G) Low grain self-sufficiency rate
The grain self-sufficiency rate indicates a nation’s ability to feed itself 

Before 1970, the grain self sufficiency rate in Korea stood at over 80 percent. 
In subsequent years, however, other nations greatly enhanced their grain self- 
sufficiency rates, whereas Korea’s self-sufficiency rate plunged sharply to 56.0 
percent in 1980 and further down to 39.3 percent in 1988. The self-sufficiency 
rate of wheat decreased to 0.1 percent, that of corn to 2.5 percent and that of 
soybean to 15.6 percent in 1988.
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In Korea, traditionally there have been various cooperative organizations 
for mutual help such as Dure, Pumasi, Kye and Hyangyack practiced by farm
ers in rural areas.

During the Japanese colonieil rule, the Government-General of Korea estab
lished the Financial Associations, the Industrial Associations and the Farmers 
Associations under the pretext of founding cooperatives to inject new hope 
into the impoverished rural economy. Apart from their merits or demerits, 
these Asscoiations were essentially organizations for the imperialistic exploi
tation of its colony. The agricultural cooperative movement in a modern sense 
was initiated as a part of the national movement to become independent from 
Japanese colonial domination which was finally ended in 1945. This move
ment was led by the patriotic students, Cheondoists(the believers of a Korean 
national religion), and Christians.

In 1956 the new government of the Republic of Korea organized the Korea 
Agriculture Bank and its branches through the reformation of the existing Fi
nancial Associations because it felt an urgent need to expedite agricultural de
velopment. This Bank was exclusively for agricultural banking and credit ser
vices. On the other hand, agricultural cooperatives were organized in 1957 
based on the facilities and property of the Farmers Associations. The agricul
tural cooperatives carried out such economic businesses as agricultural mar
keting and supply of farm inputs and credit services.

The Korea Agriculture Bank was relatively successful, while the agricultur
al cooperatives suffered from financial difficulties resulting from the poor re
turn of their businesses and insufficient funds supplied by the Korea Agricul
ture Bank on which they were dependent. Such a situation accelerated the es
tablishment of a new type of agricultural cooperative with emphasis on 
succesful management, especially in terms of efficient linkage between busi
ness operations and financial support. The Korea Agriculture Bank and the 
former agricultural cooperatives were merged into the present multipurpose 
agricultural cooperatives in 1961, in accordance with the Agricultural Cooper

ni. Historical Background of Agricultural Cooperatives
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ative Law based on modern cooperative principles.

Consequently, on August 15, 1961, the National Agricultural Cooperative 
Federation (NACF) was inaugurated as the apex organization along with its 
member agricultueral cooperatives. Since its inauguration, the NACF and its 
member primary agricultural cooperatives have greatly contributed to enhanc
ing the economic and social status of member farmers and to developing agri
culture as well as enhancing the welfare of the rural comunities.

In 1981, the agricultural cooperatives restructured their organizations in 
order to stengthen the managerial ability of primary cooperatives and to de
velop them as strategic organizations for rural development. The former 
three-tier system of the primary agricultural cooperatives, county agricultural 
cooperatives and the National Agricultural Cooperative Federation was 
streamlined into a two-tier system linking the primary cooperatives directly 
with the Federation by reorganizing the county cooperatives into branch offic
es of the Federation.

Chronological Chart of Agricultural Cooperatives

Primary
Three-Tier Coop
System County
(1961) Coop

NACF

Two-Tier
System
(1981)

Primary
Coop

NACF
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1. Organizational Structure

The Agricultural Cooperatives in Korea are organized vertically at two lev
els; primary cooperatives at the township level and their federation at the na
tional level. They are horizontally classified into two categories;multipurpose 
cooperatives and special cooperatives. The multipurpose cooperatives are or
ganized by farmers primarily engaged in the production of grains such as rice 
and barly, while special cooperatives are established by the farmers who are 
mainly engaged in fruit and vegetable farming.

The multipurpose cooperatives and special cooperatives are affiliated with 
the national apex organization called the NACF or National Agricultural Co
operative Federation. The NACF has 9 provincial offices, 6 special city offices, 
143 county offices, and 355 banking branches under its umbrella. There are 
1,425 multipurpose cooperatives, 43 special cooperatives, and the number of 
member farmers stand at around 2 million.

IV. Present Situation of Agricultural Cooperatives

The number of officers and staff of agricultural cooperatives totals 57,900 
including 17,000 NACF staff.

Organizational Structure of Agricultural Cooperatives
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2. Objectives and Roles

The agricultural cooperatives were established in order to increase agricul
tural productivity;to enhance the economic and social status of farm ers;to  
construct high income welfare rural communities;and to ensure a balanced de
velopment of the national economy through the volunatry organization of 
farmers.

With a view to attaining these objectives, the NACF and its member cooper
atives have been conducting diverse business activities related to all aspects of 
rural life including agricultural production. The business activities of the agri
cultural cooperatives are banking, supply, marketing, cooperative insurance, 
warehousing, transportation, processing, farm guidance, and related support
ing activities such as public relations and research

The NACF and its member primary cooperatives, as the predominant agri
cultural banking institution, exercise the important function of credit supply 
in order to meet the financial needs of the agricultural sector. The efficient 
distribution of farm inputs such as chemical fertilizers, pesticides, farm ma
chinery and other farm inputs through the agricultural cooperative channels, 
plays an important role in making farming more convenient as well as in min
imizing farming costs. Agricultural Cooperatives also provide farmers with 
consumer goods through chainstores, which has resulted in the reduction of 
consumer goods prices in rural areas.

In 1988, the NACF proposed amending the Agricultural Cooperative Law in 
order to reflect the changing circumstances surrounding agriculture as well as 
to allow more autonomous operation of agricultural cooperatives with active 
participation of member famrmers. By the passage of the new Law, in April 
1990 the Chairman & President of the NACF and standing auditor were di
rectly elected by the presidents of member cooperatives, who were directly 
elected by member farmers.

On the other hand, marketing activities of the agricultural cooperative 
system contribute to keeping higher prices for farm products by reducing mar
keting costs. The warehousing and transportaition services provided by the 
agricultural cooperatives have been playing a significant role in stabilizing
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the prices of farm products. With the handling of cooperative insurance, as a 
part of a social welfare service, agricultural cooperatives provide member 
farmers with provisions against unexpected accidents such as sickness, death 
and any loss and damages from unforeseen disasters.

Agricultural cooperatives conduct guidance activities to improve farming 
and living standards of farmers. Education and training of farmers is also 
carried out by the agricultural cooperatives not only for the dissemination of 
new farming technology but also for spiritual enlightenment. Publication, pub
lic relations and research activities are performed to support various business 
activities of the agricultural cooperative system and to accelerate the estab
lishment of prosperous rural communities.

Recently, agricultural cooperatives have played an important role as an in
terest group speaking for and protecting the interests and rights of farmers in 
the face of import liberalization of farm products. And also the NACF and its 
member cooperatives have strengthened their political and legislative 
activities to cope with the pressure of the import liberalization of agricultural 
products, to support agricultural prices, and to reduce or exempt farmers from 
taxes.

Moreover, the NACF and its member cooperatives have been called upon to 
meet the diversified demands of member farmers through the expansion of 
service functions and to guarantee highter prices for agricultural products.

3. Business Performance of Major Business Activities

After their establishment in 1961 as multipurpose agricultural cooperatives, 
the primary cooperatives endeavored to create an indispensable organiz
ational base for cooperative business operations. They have made remarkable 
progress since 1972 when village level cooperatives were merged into economi
cally viable township level cooperatives, bolstering their ability to extend a 
variety of services to their member farmers through the increase in the num
ber of employees, introduction of new types of buiness, and establishment of 
various physical facilities.

The rapid development of multipurpose cooperative is evident in the growth
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of annual business turnover. In 1990, the average business turnover per multi
purpose cooperative reached 24.7 billion won (U S$ 34.5 billion), about 537 
times over the 1972 figure. During the period, loans recorded the highest rate 
of growth followed by deposits, marketing, supply of consumer goods, coopera
tive insurance, utilization and processing, and supply of farm inputs.

The major factors behind such rapid development of Korean agricultural co
operative movement during the past 30 years can be summerized as follows ;̂

(A ) Organizational Factors
(a) Adoption of multipurpose cooperative system.
(b) Top-down promotion of agricultural cooperatives.
(c) Amalgamation of primary cooperatives.
(d) Reorganization of the former three-tier structure into two-tier struc

ture.

(B) Operational Factors
(a) Implementation of the government—entrusted business.
(b) Introduction of the Mutual Credit Scheme.
(c) Member education.
(d) Implementation of the Integrated Regional Agricultural Development 

Projects.

(C) Managerial Factors
(a) Centralized management system.
(b) Establishment of managerial accountability system.
(c) Employment of competent staff members.
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Growth of Business Turnever of the Multipurpose 
average per cooperative)

Cooperative (national 

(in million won)

Business 1972 1980 1985 1990
Ratio (times)

90/72 90/85
Deposits
Loans
Coop, insurance
Supply of farm inputs
Supply of consumer
goods
Marketing
Utilization &
processing

(Total)

8
8

15
3

11
1

46

555
726
374
379

64

287
21

2,406

1,795
2,519

675
418
146

621
35

6,209

8,084
8,453
5,132

617
493

1,866
64

24,709

1.010.5
1.056.6 

96.8 
41.1

164.3

169.6
64

537.2

4.5
3.4
7.6
1.5 
3.4

3.0
1.8

4.0
Staff (person) 18 21 28 4.7 1.3

Business Performance of the NACF
(in billion won)

Business 1972 1980 1985 1990
Ratio (times)

90/72 90/85
Deposits 133 1,172 2,752 9,731 73.2 3.5
Loans 148 1,181 2,854 8,093 54.7 2.8
Borrowings 72 575 1,943 4,183 58.1 2.2
Foreign loans 5 49 90 139 27.8 1.5
Foreign exchange 44 808 601 859 19.5 1.4
Cooperative insurance 90 540 1,540 9,787 108.7 6.4
Supply of farm inputs 41 401 467 844 20.6 1.8
Supply of consumer 2 80 338 613 306.5 1.8
goods
Marketing 96 879 1,010 3,008 31.3 3.0
Foreigh trade 39 40 35 10 0.3 0.3

(Total) (670) (5,115) (11,630) (37,268) (55.6) (3.2)
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Major Facilities Operated by Agricultural Cooperatives
Facility Unit Quantity

Cooperative office establishment 3,012
Agri. Coop. College // 1
Saff training institute ff 6
Coop, leaders training institute // 2
Coop, marketing center // 76
Agri. collection point n 201
Folk handicraft center // 1
Warehouse unit 11,860
Agri. supermarket establishment 44
Coop, chain store // 1,970
Farm machinery service center // 710
Petroleum station // 948
Truck each 2,530
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1. Agricultural Import Liberalization

Korean agriculture has been experiencing great difficulties in the process of 
rapid industrialization and urbanization of the nation.

The share of agriculture in the national economy is gradually decreasing. 
A t the end of 1990, the farm population accounted for 15.1 percent of total 
population, and the share of agriculture in the GNP stood at 7.6 pecent. While 
the average farming acreage per farm household is meager 1.2 ha. Because of 
the small scale of farming, our member farmers are unable to realize an econ
omy of scale, resulting in high production costs for farm products, low level of 
farm income and heavy debts. Furthermore, the debts of farm households 
have steadily increased mainly due to low prices of farm products and limited 
off-farm job opportunities for farmers.

Under these circumstances, our country has to import a large quantity of 
farm products such as grains, meat, fruits and prepared foods due to the 
mounting foreign pressure to open our domestic agricultural market, thereby 
dealing a serious blow to our member farmers and gradually shrinking our ag
riculture which is the basic foundation of the agricultural cooperative move
ment.

2. Severe Competition with Private Sector

Agricultural cooperatives are now in severe competition with private sector 
in almost all the business activities. Although merchants were operating their 
business mainly in urban centers in the early 1970s when the farm income 
was at a relatively low level, they began to take great interest in rural mar
kets from the early 1970s when a rapid increase in agricultural production 
and farm income was recorded.

A number of large-scale supermarkets operating in major cities have estab
lished buying agents in rural areas to purchase farm products directly from

V. Major Problems Faced by Agricultural Coopera
tives
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farmers in competition with primary cooperatives. In addition, many super
markets and chain stores have been established in rural communities, 
resulting in severe competition in the supply of consumer goods with coopera
tive chain stores operated by primary cooperatives. Furthermore, merchants 
are competing with primary cooperatives in the supply of farm inputs includ
ing agro-pesticides and farm machinery.

On the other hand, primary cooperatives and banking branches of the 
NACF have been increasingly competing with commercial banking institu
tions in the field of savings, trust and securities. Agricultural cooperatives are 
also competing with private insurance companies in canvassing for insurance.

3. Diversified and Conflicting Demands for Cooperative Service

The member farmers of agricultural cooperatives are increasingly request
ing their cooperatives to pay higher patronage dividend and interest on their 
share capital, to guarantee higher prices for their farm products, to expand 
rural welfare activities including the supply of cosumer goods at cheaper pric
es and insurance welfare programs and to be more actively involved in politi
cal and legislative activities for the interest of farmers.

On the other hand, the government strongly urges agricultural cooperatives 
to operate their business in line with agricultural policy aiming at increasing 
food production, renovating the agricultural marketing system and establish
ing welfare rural communities.

Furthermore, the consumers living in cities want agricultural cooperatives 
to supply farm products of good quality at reasonable and stabilized prices, 
thus influencing against the manipulation of prices by private traders. Howev
er, agricultural cooperatives are not in a position to satisfy those diversified 
and conflicting demands because of their limited capabilities in terms of finan
cial, human and physical resources and because of the basic objectives and 
principles of the cooperative.
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4. Lack of Understanding of Agricultural Cooperatives

General public and even some cooperative members have insufficient infor
mation on agricultural cooperatives, resulting in a handicap to the smooth 
growth and progress of agricultural cooperative movement. Generally speak
ing, the government officials, professors in the universities, and journalists 
and citizens have very limited knowledge of the cooperative movement, coop
erative principles and cooperative activities.

Therefore, many people think of agricultural cooperatives as a governmen
tal agency established for the purpose of implementing governmental pro
grams. Furthermore, some cooperative members do not believe in the explana
tion by their cooperaive leaders that the agricultural cooperative is not an 
agency for the government but voluntary organization established by the 
members themselves for the protection of their own interests.

These wrong images of agricultural cooperatives are due to the fact that ag
ricultural cooperatives were established on the initiative of the government 
without positive participation of member farmers, and that agricultural coop
eratives are implementing government-entrusted businesses under the guide
lines given by the government.

-19-



1. implementation of Efficient Measures

The NACF and member agricultural cooperatives should take the following 
measures:

(A ) Agricultural cooperatives should strengthen their internal structure to 
cope with the liberalization of agricultural imports. The “Advisory Committee 
on the Agricultural Trade Negotiations in the Uruguay Round” composed of 
professors and specialists should be activated by the NACF to get advice and 
suggestions regarding the countermeasures to be taken by agricultural cooper
atives.

(B) Agricultural cooperatives should vigorously continue the “Campaign to 
Patronize Domestic Farm Products” launched throughout the country in Au
gust 1989. In this connection, the graduates from the housewives schools oper
ated by primary cooperatives should work as leaders for the Campaign.

(C) Agricultural cooperatives should strengthen collaboration with consum
er groups. The NACF has to invite leaders of consumer groups for them to 
make observation trips to rural areas, and also hold high quality food exhibi
tions in cooperation with consumer groups.

(D) Agricultural cooperatives should perform inspection function to identi
fy and check harmful and poisonous foods which are imported in large quanti
ties by private firms.

(E) The agricultural cooperatives should make investigations into trading 
firms importing foreign farm products without giving due consideration to the 
interests of domestic farmers. If any firms are found to be engaged in exces
sive imports of farm products, warnings should be sent out to them. If they do 
not take warnings, the products of the firms should be boycotted by member 
farmers throughout the country.

(F ) Agricultural cooperatives should strengthen the guidance on the pro
duction of high quality farm products. Agricultural cooperatives have to en-

VI. Direction of Agricultural Cooperatives
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courage farmers to observe the safety standards for the application of farm  
chemicals in an effort to supply healthy foods to consumers.

(G) Agricultural cooperatives should innovate the cooperative marketing of 
farm products. Primary cooperatives have to strengthen management and 
marketing guidance, and to expand local marketing facilities.

Also the NACF should expand cooperative marketing facilities such as coop
erative marketing centers, retail shops, food distribution centers and super
markets in urban areas. Furthermore, marketing functions including grading, 
packaging, financing and market information should be further improved.

(H) Agricultural cooperatives should positively promote the exports of farm  
products. It is expected that the newly established Cooperative Trading Com
pany will contribute much to exporting agricultural products such as canned 
mushroom, canned grapes, apples, pears, tangerines, peaches, chestnut and fro
zen strawberries.

(I) Agricultural cooperatives should develop agricultural processing indus
try in an effort to return value added accruing from agricultural processing to 
farmers. It seems to be rational for the primary cooperatives to be involved in 
the processing of traditional foods such as pickled vegetables, sesame oil, can
ned fruits, etc. And each primary cooperatives should try  to advertise the pro
cessed food as a special products of the township.

(J )  Agricultural cooperatives should develop off-farm income sources. Agricul
tural cooperatives have to extend loans to rural cottage industry to make 
member farmers be employed by the industry. Also agricultural cooperatives 
should develop handicraft producing areas and tourist farms to increase off- 
farm income of farmers.

2. Improvement of Competitiveness

Agricultural cooperatives have taken various measures in an effort to ex
pand marketing of farm products. However, the market share of agricultural 
cooperatives stands at only 20 percent, thereby making it still difficult to en
sure favorable prices to farmers through the massmarketing of agricultural 
products.
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Therefore, it is urgently needed to innovate the cooperative marketing of 
farm products by introducing positive measures.

Agricultural cooperatives should further expand the organization of cooper
ative shipping groups at the village level now numbering about 12,000 by pro
viding financial supports. And joint marketing facilities should be newly es
tablished. It is necessary to expand the establishment of local marketing facil
ities such as warehouses, trucks, collection and sorting centers, and rice cen
ters in major producing areas. In addition cooperative marketing centers, food 
distribution centers and supermarket should be expanded to provide outlets 
for the agricultural products in the urban centers.

Agricultural cooperatives should also introduce improved method of grad
ing, packaging, storage and transportation for farm products to improve qual
ity and marketability of agricultural products and to extend better services to 
consumers. Furthermore, managers and staff of agricultural cooperatives in
volved iii the agricultural marketing business should be trained in the cooper
ative marketing principles and practice, and improved methods of implement
ing various marketing functions.

On the other hand, agricultural cooperatives have to effectively cope with 
the overall liberalization of the banking business by introducing a set of mea
sures including the development of new banking services, and expansion of se
curities and factoring businesses.

3. Active Participation in the Agribusiness

The food processing and farm inputs manufacturing industries are expected 
to grow rapidly in the future with the nation’s steady economic development.

Increasing personal incomes, greater job opportunities for women, and in
creasing number of nuclear families have caused a rapid change in the food 
consumption patterns. On the other hand, increasing shortage of farm labor 
due to the migration of farming population to the urban centers, and expan
sion of commercialized farming have increased the demand for various kinds 
of modern farming inputs.
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In line with these developments, agricultural cooperatives should actively 
participate in the agribusiness with a view to providing farmers with benefits, 
such as the return of the value added of processed farm products, prevention 
of private firms from monopolizing the agribusiness industry, expansion of 
non-farm employment opportunities through the introduction of processing 
plants in the rural areas, and reduction of farming expenses through the time
ly supply of farming inputs a t reasonable prices.

Agricultural cooperatives should put emphasis on the production of tradi
tional processed foods. A t present, traditional foods such as kimchi, rice cake, 
sesame oil, powered red peppers, sweet potato starch and pickled vegetables 
are produced by agricultural cooperatives on a small scale in limited areas.

In the future, these processed foods should be produced on a large scale 
throughout the country, and new items such as soy sauce, soybean paste, soy 
bean curd, soybean sprouts, tea, noodles, fruit juice, grape wine, processed 
meats and milk products should be introduced.

While farm inputs produced by agricultural cooperatives are limited to sev
eral items such as fertilizers, polyethylene films, corrugated cardboard boxes.

Therefore, agricultural cooperatives should produce such farm inputs as 
polyethylene plastic bags, assorted feeds, farm chemicals, and farm machinery 
in the future for the benefits of members farmers.

4. Expansion of Cultural Services

It is expected that the demand for welfare and cultural services will in
crease and become more diversified due to the enhanced income and increased 
leisure time.

Basic welfare facilities for joint use by farmers such as wedding halls, bar
ber shops, bathhouses and hair dressing parlours should be built at more agri
cultural cooperatives.

Agricultural cooperatives have to carry on health keeping activities as one 
of the most important cooperative operations. They should organize medical 
examinations for members and their families in addition to health education 
and health promotion programs. Also they have to take necessary measures
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for safe use of farm machinery and chemicals, consumption of healthy foods, 
and prevention of pollution.

On the other hand, agricultural cooperatives should not only meet cultural 
demands of member farmers but also aim at transmitting to the future gene
rations traditional cultures which have been handed down in rural communi
ties. Agricultural cooperatives have to foster various types of cultural groups, 
organize reading circles and cultural classes, hold various gatherings such as 
cultural festivals, exhibitions and contests, organize trips and study visits, 
and transmit cultural tradition of rural communities to posterity.

5. Reinforcement of the Political and Legislative Activities

At present, Korean agriculture and rural areas are beset by many problems 
which are likely to be further aggravated in the future if appropriate policy 
measures are not taken by the government.

These problems include subsistance farming of small scale, heavy depen
dence of farm income on the rice farming. Limited off-farm income sources, 
underdeveloped agricultural production base and infrastructure, poor rural 
living environments, and expanding liberalization of agricultural imports.

By overcoming these problems, we should realize balanced development of 
urban and rural areas in income and environments, and enhance the interna
tional competitiveness of domestic farming amid internationalization of agri
culture.

Agricultural cooperatives should effectively speak for and reflect the opin
ions and rights of farmers in the formulation of the government policy and in 
the process of legislation for the balanced national development and increased 
competitiveness of domestic agriculture.

The political and legislative activities of agricultural cooperatives are re
garded as important in view of the fact that the farming population will be
come a minority accounting for less than 7 percent by the year 2,000
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. Overview of Korean Agriculture and Livestocl( Industry
1.1 Successful Performance of Economic Plans

Korean government has been implementing six five-year economic plans since 

1962 successfully. As a result, GNP increased 27 times and per capita GNP 

22 times during 1970-1990. As of the end of 1990. the Korean GNP was US$ 

240 billion and per capita GNP, US$ 5,569.

With the national economic growth, agriculture and livestock sector have 

also expanded. However, the relative growth rate has been lower in agro

fisheries and livestock sector than other industries.

The ratio of value of production from agriculture and livestock industry of 

GNP decreased from ITL to 9% during 1970-1990 period (Table 1).

( Table 1 ) Real economic growth rate.by industry ( 1970-1990 )

a )

Year 1970 1975 1980 1985 1987 1988 1989 1990

GNP 7.6 6.4 -3.7 7.0 13.0 12.4 6.7 9.0

Mining & 
Manufacturing

19.6 12.2 -1.0 7.0 18.2 13.1 3.5 8.1

Agriculture -2.2 5.4 -22.7 4.4 -8.0 10.0 -1.1 -3.9



1.2 Deepening Income Disparity Between Urban and Farm Households

The farmers are feeling poorer as the level of income and the living standard 

have widened between urban and farm households. The ratio of per capita 

income of farm to urban-ww-leers-was-over 100 percent in the early 1960s, but 

the ratio dropped to about 85 percent in 1990. The ratio of agricultural 

population of total population decreased from 55X in 1965 to 15% in 1990 as 

a result of massive migration of rural people to urban area to seek higher 

income jobs (Table 2). Still the proportion of farmers is higher than that 

of economically advanced countries.

( Table 2 ) Trend of total and agricultural population ( 1965-1990 )

( thousand persons )

Year 1965 1970 1975 1980 1985 1988 1989 1990

Total
Population

28,705 32,241 35,281 38,124 40,806 41,975 42,380 42,793

Agri.
Population 15,812 14,422 13,244 10,827 8,521 7,272 6,786 6,661

1.3 High Reliance on Agricultural Income in Farm Households

The arable land of Korea is only 3 acres per farm household and the scale 

of livestock raising is very small. So there is a limitation to increasing 

the agricultural income. In order to increase farm income, Korean government 

has made efforts to increase off-farm income. As a result, the ratio of off- 

farm income increased from 24% in 1970 to 43% in 1990 .



However, Korean farmer's income share from off-farm sources is much lower 

than that reported in Japan(83!^) and Taiwan(6n), where the agricultural con

ditions are similar.

1.4 Present Problems in Korean Livestock Industry

1.4.1 Small Scale Operations

Korean livestock industry has recorded continuous growth thanks to the in

creasing demand for livestock products amid an expanding national economy and

policies aimed at improving the health of citizens and farmers’ incomes.

However, majority of cattle farms remain small scale. In 1990, about 620 

thousand farm households raised cattle, with most of them being small holders 

to the extent that IT L of them raised under 2 head and 96^ of them under

10 head of cattle. Meanwhile, the large scale farms raising over 50 head of 

cattle with a reasonable area of pasture and fodder crop field represented

y 956 farms which constituted 0.15% of total cattle raising farm households.

i t . 2 External and Internal Difficulties

Korean livestock industry recently faces many difficulties due to adverse 

external factors coupled with structural problems in the livestock industry.

Externally, the attitude of livestock farmers towards cattle raising was 

greatly negatived by Urguay Round negotiations and pressure for possible 

import liberalization and internally, a heavy burden was imposed on livestock 

farmer management due to issues of environmental contamination caused by 

cattle excreta.



2. national Livestock Cooperatives Federation
2.1 Brief History

The National Livestock Cooperatives Federation(NLCF) was incorporated 

on January 1, 1981 to carry out business and provide facilities in the 

field of the livestock industry.

At the time of its inauguration, it had 100 aiember cooperatives and 27,000 

affiliated farmers, most cooperatives having faltering management and organi

zation. However, the NLCF devoted itself to increasing not only membership 

in the system but also the incomes of livestock farmers as well as embarking 

upon a campaign of industry improvement.

As a result of its continuous endeavors, the number of member cooperatives had 

increased to 157 with 237,000 affiliated farmers as of the end of 1990.

2.2 Organization

The NLCF is a non-profit cooperative body with a membership of 167 regional 

cooperatives nationwide, comprising 144 local and 23 specialized cooperatives.

The leadership of the NLCF consists of 20 members including a chairman, a 

vice-chairman, one standing auditior, one non-standing auditor, five standing 

directors and eleven non-standing directors.

The chairman was initially appointed by the President of the Republic, 

following a recommendation by the Minister of Agriculture, Forestry and 

Fisheries. But, in conformity with the Livestock Cooperative Act revision



of December 31, 1988, the chai.rman together with the standing auditor is 

now elected through democratic direct vote at the General Assembly of the 

representatives of member cooperative.

In addition, the vice-chairman and five standing directors are appointed by 

the chairman following approval by the General Assembly.

The head quarters of the NLCF is composed of 21 departments each in charge 

of the integral management of its respective projects.

The NLCF has now 10 provincial offices in charge of their respective regions, 48 

bank branches in charge of banking business, 8 mixed feed mills responsible 

for producing and supplying mixed feed, the Livestock Husbandry Training 

Institute in charge of training members and staff, three Livestock Improvement

Centers responsible for improving livestock with superior breeding stock, the

Feed Laboratory in charge of feed inspection, the Livestock Products Marketing 

Center in charge of processing and sales of livestock products produced by. its 

members and 5 related Busines Offices.

As of the end of 1990, the total turnover had reached 6,820.7 billion won ( 

approximately US$ 9,473 million) with 2,153.0 billion won (approximately US$ 

2,990 million) recorded by the NLCF and 4,567.7 billion won (approximately 

US$ 6,483 million) by the 167 member cooperatives.

As of the end of 1990, the NLCF had a total staff of 2,791, while 8,977

employees were working in the 167 member cooperatives.

In conformity with the Livestock Cooperative Act and its related laws, the 

government is responsible for actively assisting the sound development and 

growth of livestock cooperatives.



The government shall assist the projects of the NLCF and member cooperatives, 

their funding and related business. In addition, the government gives 

priority to the NLCF and member cooperatives when providing various facilities 

and equipment.

2.3 Objectives and Functions

The NLCF was established to achieve the basic objectives of promoting the 

livestock industry by performing relevant actions, improving the economic 

and social status of livestock farmers and providing unstinted help and 

service towards improving the welfare of rural communities.

And it performs a wide range of functions with a variety of programs and 

activities such as education and guidance, livestock development, marketing 

and purchasing services, processing and utilization, financing, surveys and 

public information and government assigned works.



2.4.1 Management Guidance

The NLCF is placing emphasis on management guidance for cooperatives for 

the purpose of strengthening their'TnTaJHnar-sfructures and enabling them 

to engage in sound business.

In 1990, it examined the management of 26 financially weak cooperatives 

and pronounced appropriate measures for improvement. Furthermore, as of 

the end of 1990, it was channelling 12,502 million won as a growth fund 

for 90 cooperatives to strengthen their financial structures and promote 

cooperative business.

It also assessed and analyzed their business results and offered guidance 

on monthly and quarterly progress in their major business plans to inspire 

motivation for the execution of business by member cooperatives and help 

ensure responsible management system.

2.4.2 Education and Training

This program aims at developing the livestock industry, bettering 

economic and social status for livestock breeders, meeting requirements 

in the current trends towards internationalization and specialization 

and establishing desirable image as a man of NLCF and cooperatives.

2.4.3 Livestock Promotion Projects

The NLCF is fully aware that improvement of livestock productivity is 

imperative for the maintenance of a solid foundation of the livestock 

industry in order to meet the increasing domestic demand for livestock 

products rooted in the national economic growth and to cope with upsurging

2.4 Major Business Activities
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import liberalization pressures. Thus, it expanded the department 

responsible for breeding technologies and employed specialists to develop 

and distribute the relevant technical specifications.

2.4.4 Marketing Business

In order to raise the income of breeders and meet the demand and taste 

of consumers by improving marketing channels and modernizing processing 

facilities, the NLCF is implementing such projects as the Meat Marketing 

Center, the Egg Marketing Center, the Local Marketing Center and is 

currently launching the Integrated Processing Center.

2.4.5 Purchasing Business

The purchasing business of NLCF aims at increasing farmer income by 

assisting efficient production through reducting production costs elimi

nating intermediary margins, by procuring and supplying feed, production 

equipment and grassland seed, etc. required for management of the live

stock industry, at a low price, and by assisting sound production acti

vities through timely supply of production materials.

The NLCF feed projects comprise projects for processing, producing and 

supplying mixed feed by procuring the raw materials together with another 

project to procure and supply mixed feed produced by privately-owned feed 

mills.

Eight feed mills operated by the NLCF and eleven operated by member cooper

atives are producing and supplying 2,033,000 tons, occupying 19.AX of the 

domestic market.



2.4.6 Banking Business

The NLCF’s banking business is focussed on extending its banking network 

and increasing deposits to facilitate extension of the livestock base and 

improvement of stockbreeder aianagement with livestock financing. Since 

commencing in 1983, the banking business of NLCF has grown year by year.

2.4.8 Research and Survey

The NLCF, through its research and survey activities, collects and analyzes 

statistics and other information concerning prices of livestock products, 

distribution quantities, production costs, trends in breeding cattle, 

funding of the livestock industry, overseas livestock industries, etc.

By distributing this data to the government organizations concerned, 

academic circles and livestock breeders, it contributes to policy deci

sions and consensus among livestock farmers.
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livestock Proiotion Policies
As the pressure for opening the domestic market intensified, the necessity 

of structural adjustment for the survival of Korean livestock sector has 

been well recognized.

The policy guidelines are as follows :

3-1 Supply/Demand and Price Stabilization

The NLCF proceeded to bring about price stabilization of livestock products 

on a long-term basis by selecting and applying floor and ceiling prices for 

items vulnerable to the structure of demand and supply, enforcing a system 

for procuring, storing and releasing through cooperatives with fixed upper 

and lower prices selected each year.

3.2 Improvement of Structure and International Competitiveness of Livestock 

Industry

To improve livestock productivity and international competitiveness 

through structural improvement of the livestock industry, the NLCF is trying 

to secure balanced development by expanding the scale of breeding by each 

livestock farmer, supporting systemized business between livestock farmers 

and the NLCF especially for hogs and chickens, strengthening hog exports 

by large-scale hog breeders and aiming at domestic supply via part-time 

and full-time business.
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3.3 Improvement and Establishment of Distribution System for Livestock Products

It became an urgent task to increase distribution of livestock products in 

an effective way, faced with the age of the market for livestock products 

------a€ring- opened.

To upgrade livestock markets as bases for distribution in producing areas, 

distribution facilities including slaughter houses were integrated or closec 

down as required, to push forward in the direction of a large catchuient-arec 

marketing system.

Meanwhile, wholesale markets for livestock products were expanded and a 

differential price system was introduced by assigning different prices for 

different parts in the carcass grading system.

3.4 Stable Supply of Feed

This became one of the elements weakening international competitiveness 

of Korean livestock industry, as the production cost of mixed feedstuffs 

and their usage by livestock farmers have increased.

Therefore, it appeared that active development of feed resources and a 

stable demand and supply of feed were important themes of policy to be 

pursued by the NLCF; and the NLCF is pushing forward expansion of grass

land, preparation of dairy estates by developing grassland under public 

management and variation in mixed feed products.

12



4.1 Major Indicators of Korean Livestock Industry

Year

Item
1970(A) 1989(B) 1990(C) Z/k{l)

Head of Livestock 
( Thousand Head )

- ■ —

- Korean Native Cattle 1,284 1,536 1,622 126

- Dairy Cattle 24 515 504 2,100

- Hogs 1,126 4,801 4,528 402

- Broilers 23,633 61,689 74,463 315

Number of Livestock Farmers 
( Thousand Households )

- Korean Native Cattle 1,101 654 620 56

- Dairy Cattle 3 36 33 1,100

- Hogs 884 198 133 15

- Broilers 1,338 145 161 12

Supply of Livestock 
Products ( Thousand M/T )

- Beef 39 144 177 454

- Pork 83 485 505 608

- Chicken 45 156 172 382

- Milk 50 1,792 1,831 3,662

Consumption of Livestock 
Products per person (kg)

- Beef 1.19 3.38 4.10 345

- Pork 2.63 11.13 11.80 449

- Chicken 1.44 3.68 4.00 278

- Milk 1.58 . 42.24 42.80 2,709
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CnJ LO rr*. CT' ro CO LPi -iC* rn CO [>-■<- ro ro ir> o ĉ3 VO CM CM <N] OOo fv3 m •—' CM \D O VO r—1 r—(» - “m CM CM in

oO Cv3 csi t-H v£> r- CM r- LT\ OO VO CM r̂ VO COoo OO ^ CM r-4 r-- ̂ CM '«?* VO♦-H CM C7N CM CO 'C* o in in•>m CM ^ r- vO

m r- sj:> LT» CO r—i ir> CM ONc>- fv_ o CO m *<r o t—1 inLTv rn O v£> in ̂ cr. m
m CM CM CM ̂  -H in C7N

^ ro m CO o oo •'tf’ rr\ . rr\ in ooo o vo m r*- vo CT' o vO
o CM VD \D VO CT̂ VO cn

CM CM m

w
- <DJ=<_> c o<D u6 a .

u. a' cCQ ' > 0)o 6 <D
u O C Cc o. to OT3 - e e 3-V* <D 0) cc bO o5 a> c=ctf C ^ 00 ^ c 3C ^ o03 w CO t3 — c -o — o 1

in W <1> S <u e o <D ^ •—
M H-> (t3 C € ^  c  e W c
4-3 -P o w CO z ^ 3 0 <D 3 O <D w 3 u 0)
0) o c o o o O O O 0> 0) to s
ww CL<XJ Q o.<y «3o CO=> 3 — U<0 Ou > CO«3 -4-» *4>3o ■ u3
*< 2: o ca <X X G- Ct- o t- ' O



A Case Study on Pusan Livestock Cooperative 
in South Korea by lii ion Tae

National Livestock Cooperatives Federation 
lepublic of lorea



CONTENTS

. Past and present of Pusan Livestock Cooperative

2. Business activities
urchasing

Narketing
!anking
Guidance
usiness acliieveiient

Cooperative service ciiannel to its leiber farmers

robleis and plans



’ast and present of Pusan Livestock Cooperative
Established in 1957, Pusan Livestock Cooperative (PLC) is 34 years old.

The 1960s had seen the livestock cooperative thrive, enjoying a reputation 

for a wealth of capital funds along with its mixed feed factory and big 

office building.

In the mid-1970s, however, the administration by PLC’s conceited chairman, 

coupled with the easing of discipline among its employees, left it in such 

financial difficulties that it was on the brink of dissolution. As a result, 

the cooperative was compelled to sell off its feed factory and office 

building to weather the financial crisis.

Pusan Livestock Cooperative, although reduced to a small and poor cooper

ative, managed to survive its dismantling crisis thanks to the rapidly 

increasing sentiments among its member farmers that it must needs be 

kept on.

And then the cooperative was incorporated as a member of National Livestock 

Cooperatives Federation, established in January 1981, serving a catalyst 

for a fresh start on vaulting to what it is : one of the best livestock 

cooperatives in South Korea.

PLC’s entry into the federation enabled it to supply the military stationed 

in Pusan District with a great deal of livestock products, thereby being a 

shot in the arm to all the business of the cooperative ranging from purchas

ing to marketing ; consequently the Pusan Livestock Cooperative chalked up 

a turnover of 855 million won in 1981, netting 1,150 thousand won a year.



Pusan Livestock Cooperative burgeoned into a self-reliant local cooperative 

with a turnover of 1.54 billion won in 1982 which it owed to an increase 

in its supply for the military and a remarkable rise in its purchasing for- 

cusing on selling mixed feed.

In May 1984, the local cooperative opened its banking business as part of 

efforts to turn into a city-oriented cooperative.

And the year 1985 saw the cooperative’s turnover surge up to 4.59 billion 

won, with its banking, purchasing and marketing earning 1.51 billion won, 

1.16 billion won and 1.89 billion won respectively, of which 49 million 

won constituted net profit per year.

An evaluation on the 1985 basis by NLCF of its member cooperatives for 

self-reliance showed PLC to have developed so rapidly as to be a welfare 

cooperative.

Pusan Livestock Cooperative has been enjoying its continued growth so far 

thanks to a combination of the hearty service by PLC’s employees including 

its chairman and the active participation by its member farmers into its 

business.



2. Business activities
- Purchasing

One of the main purchasing activities is to supply mixed feed of good 

quality to the member farmers at a reasonable price.

It aims at assisting the member farmers to increase their income through a 

reduction in production cost by eliminating merchants’ unfair distribution 

margin.

As of the end of July 1991, earnings from purchasing focusing on supplying 

mixed feed stably ran as high as 1.06 billion won (equivalent to 4,780 ton).

- Marketing

The member farmers can produce the livestock products such as chicken, eggs, 

pork and beef of good quality, selling them through the cooperative’s dis

tribution channel.

And by the good offices of the cooperative the livestock products are also 

supplied for the military. In this process PLC endeavors to minimize a 

variety of difficulties the member farmers face.

As of the end of July 1991, revenues from marketing amounted to 2.1 billion 

won accounting for 75 percent of this year’s target.



In May 1984, PLC opened its banking business at its Kupo branch which, 

located in the livestock product wholesale market, has the advantage of 

attracting deposits easily.

-  Banking

The cooperative since then has branched out and has provided customers with 

more kind hearted services, a flower arrangement course and so forth as part 

of continued efforts to attract more deposit.

These deposit promotion activities are producing good results : As of the 

end of July 1991, deposits ran as high as 15.07 billion won, which exceeded 

this year’s target of 13.50 billion won by 12 percent.

- Guidance

PLC is providing guidance and training services for its member farmers and 

puts great emphasis on guidance because it is one of the principal policies 

of the cooperative.

There are various services such as ;

0 inspring the spirit of new village management to the member farmers,

0 fostering the future farm leaders,

0 advising livestock farmers on tax affairs,

0 training and educating member farmers,

0 providing free medical treatment and technical education on management 

and feed,

0 supplying semen through AI by certified AI technicians.



- Business achievement

As of the end of 1990, the revenues from PLC’s business totalled 16.4 billion 

won, the current-term net profit amounted to 86,995 thousand won and the 

dividend 53,889 thousand wonr------- -------

Comparison of business achievement

Year Business scale shares(money invested) Member farmers

Million won Thousand won

1981(A) 855 29,703 184

1990(B) 16,384 313,194 811

B/A 19 10.5 4.5

At the beginning of this year, PLC made plans for the current year’s 

business including setting this year’s target at 19.38 billion won, and, 

as of July, achieved 18.86 billion won.



3. Cooperative service channel to its leiber fariers
PLC opened two banking branches in order to attract idle money- in ttverwb^an—- 

area for the purpose of providing its member farmers with cattle-raising

fund, and is making efforts to expand its banking business in the other

parts of the city.

Mr. Kang Boo Ho, Managing Director of PLC, explained PLC’s plan to invigorate

its business, saying, ” We will open an additional branch in this year to 

secure idle money in the urban area and do our best to provide the member 

farmers with cattle-raising fund and household fund.”

In December, 1990, PLC started to operate a livestock product marketing 

center in the basement of the cooperative’s building to supply fresh 

livestock products for consumers at a reasonable price and to cater to 

the needs of member farmers and residents in that region.



I. ProMejs and plans
Mr. Lee Kang Moon, Chairman of PLC, pointed out the urgent problems that 

PLC faces, saying that, as its member farmers reduce their herd size or 

move out of city because livestock management bases are being aggravated 

rapidly due mainly to increased land prices stemming from city enlargement, 

difficulties in disposing of livestock wastes and higher labor cost, he is 

not optimistic about the expansion of marketing business.

To overcome this problem, PLC not only enlarges the function of the live

stock marketing center but also has a plan to operate another marketing 

center selling the necessaries of life on the 2nd floor of the building. 

Moreover, at every PLC branch which is to open in the near future PLC plans 

to operate a livestock product and life necessaries marketing center. 

According to the plan, PLC will set up a branch every year.

Mr. Lee, the current chairman who knows well the present situation of PLC 

and has an experience to work for the cooperative as a staff, explained 

his management philosophy and business plans, saying, ” I will do ay best 

to improve the welfare of the member farmers by putting emphasis on the 

guidance business, establishing the responsible management system, inspiring 

my employees with the spirit of unity, and assisting the member farmers to 

use the cooperative efficiently.
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This is a success case of the Hasung Primary Cooper
ative.

The Cooperative has been organized by farmers living 
in the villages nestling in the folds of the Duckyou and 
Gaya mountains. The Hasung agricultural cooperative has 
two distinctive features.

The first feature is that the Hasung cooperative is 
the smallest primary cooperative in Korea. The second 
feature is that the average share capital and business 
turnover per member farmer are the top among all the primary 
cooperatives, and therefore, it is the best model self- 
sustaining cooperative throughout the country.

How could the Hasung agricultural cooperative overcome 
the difficulties and emerge as the nation^s best cooperative?

Mr.Yu Chong Yun became the president of the Gunam 
village cooperative in February 1962, In the early days, 
there were many members who couldn't understand the role of 
cooperatives. Therefore, there were much difficulties.

In the initial stage of the cooperative movement during 
the early 1960s when most member farmers had no understand
ing of the role of the primary cooperative, theis area was 
poverty-stricken.
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The people suffered from poverty and stragnation,taking 
them as their destiny. It was Mr. Yu who had spread the 
spirit of cooperation.

Mr. Yu had established the Gunam village cooperative in 
1952 to realize his aspiration for the regional development.
In 1964, he became the president of the Hasung-Ri cooperative 
by merging three neighborhood village cooperatives.

Mr. Yu made calls on member farmers frequently and expl
ained to them the need for participating in the cooperative 
movement.

He soon found that an increasing number of member farm
ers began to partivipate positively. He planned to increase 
the share capital and deposits received by the cooperative.

The Hasung-Ri cooperative and one more cooperative were 
merged in 1969 into the present Hasung Primary Cooperative, 
and the new cooperative immediately launched the mutual credit 
scheme. Mr. Yu visited villages in the evening to hold dis
cussion meetings with member farmers. There he passed out a 
deposit book to each member, and urged him to increase savings 
were possible and to actively partivipate in the cooperative 
business.
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As a business foundation was established to some extent 
thanks to the highly motivated efforts of M p .Iu and positive 
participation by member farmers, it was now possible for the 
cooperative to support the farming activities related to in
come increase.

Mr. Yu convened a general meeting at a school auditorium 
inviting ail member farmers to deliberate measures for incre
asing farm income through efficient cooperative business,.

Farmers in this area were engaged in small-scale highland 
farming without any particular side jobs. Now they tried to 
introduce new crops to increase farm income. In 1975, they 
finally decided to cultivate vegetables on the cool highland.

Mr. Yu then took member farmers willing to cultivate 
vegetables to a study tour to Daegwanryung ridge In Kangwon 
province. There they collected information on the selection 
of vegetable varieties,application of fertilizers and market
ing of vegetables. The primary cooperative launched the vege
table cultivation project by planning jointly with the county 
office of National Agricultural Cooperative Federation,and 
the Branch office of Office of Rural Development.

As the output of cool highland vegetables was limited
a,t the time, the vegetables produced In this area were sold 
at satisfactory prices. Therefore, most of the farmers in 
this area now participated in the cultivation of highland 
vegetables.
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The Hasung Primary Cooperative concentrated its efforts 3 
on helping vegetable-growing by supplying them credit and 
inputs,and obtained excellent results by emphasizing joint 
cultivation of vegetables through the organization of vegeta
ble farming groups.

The primary cooperative also put emphasis on marketing, 
and signed a supply contract with the army,and shipped vege
tables to the agricultural cooperative marketing centers in 
major cities. At present, farmers get an annual income of 
400 thousand U.S. dollars from vegetable cultivation.

Taking advantage of forest lands, the primary cooperative 
started livestock raising.

The Cooperative payed efforts to overcome unfavorable 
farming conditions of this area which was characterized by 
the mountainous highland of more than 500 meters above sea 
level. The cooperative decided to expand the raising of 
livestock as an income-generating source in the early 1970s.

Mr. Yu started to raise cattle in 1971 after touring the 
rural areas in advanced countries. Now he decided to expand 
the scale of korean cattle raising through the primary cooper
ative. He was willing to share his experiences with the beginners 
of stock raising and extend continued help.
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The flasung Primary cooperative decided to raise cattle 
directly,constructed a modern cattle shed and a feeds crushing 
facility for 40 heads of dairy cattle and Korean cattle. The 
direct cattle raising by the primary cooperative has provided 
an opportunity for the farmers to learn how to raise cattle 
and how to manage livestock farming.

The expanded utilization of self-supplying feed is one 
of the effective ways to stabilize livestock farming. For
tunately , this area is rich in wild plants suitable for feed 
and forest lands for cultivating feed crops,the primary coo
perative put emphasis on the production of feed.

Here the farmers are engaged in the joint cutting of 
grass in the feed crop field of 15 hectares operated by a 
beef cattle farming group. A total of 26 farm households : 
have been participating joint raising of 50 heads of cattle 
since 1983,gaining considerable livestock income.

At present,farmers in this area raise more than 1,000 
heads of beef cattle,and more than 10 households started to 
raise dairy cattle last year for more Income.

Though this area is mountainous,the forest lands near 
the^villages were almost totally ruined due to reckless over
cutting of trees after the Korean Mar.
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They launched the afforestation scheme since 1969 to 
plant trees on the forest lands devastated during and after 
the Korean War. They have completed the planting of trees 
on the forest lands of about 400 thousand m^.

Mr. Yu acted as a pioneer in implementing the affores
tation scheme by planting fruitbearing trees such as fir trees 
and pine trees on his forest lands of 40 hectares from 1959, 
and urged other farmers to plant trees. As a result,all the 
farmers in every nearby village participated in the affore
station scheme since the beginning of 1970.

Meanwhile,the Hasung Primary Cooperative secured forest 
lands of 7 hectares and planted fruit-bearing trees in 1976, 
accelerating the reforestation efforts in this area. Conse
quently,all the forest lands near the villages are now covered 
with various kinds of trees.

Since this area is topographically suitable for the 
cultivation of apples, the Hasung Primary Cooperative started 
apple growing.

Today 10 farm households are earning 115 thousand U.S. 
dollars a year by growing a new variety of apples on the newly 
developed lands of 20 hectares. It is expected that more 
farmers in this area will grow apples in the future.
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Due to increased income of the farmers in this area re
sulting from the introduction of cash crops,the business volum 
of the primary cooperative has been greatly expanded. How did 
they successfully implement the mutual credit scheme?

The total deposits received by our cooperative now stand 
at 1,030 thousand U.S. dollars. All the idle momey of farmers 
is deposited in the Cooperative.

The fact that average deposit per farm household is 
2,800 U.S. dollars reflects the farmers frugal lives.
The savings of farmers are utilized as production funds,which 
in turn help improve the farm economy.

One of the most important points to consider in selec-s- 
ting new cash crops is to guarantee the marketing outlets of 
the products.

The Hasung Primary Cooperative succeeded in developing 
good outlets for cash crops; the army,the agricultural coop
erative marketing centers,and local markets. At present, 
almost all the major farm products produced in this area are 
marketed through the primary cooperative. Thus,the total 
turnover of the cooperative marketing business stood at 2,250 
thousand U.S. dollars in 1990.

The Hasung Primary Cooperative l^also renowned for its
m  #excellent performance of the cooperative chain store.

-- > "V
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As the cooperative chain store is selling,at reasonable
prices, a wide variety of commodities from cfa\ly necessities

11 rto farm machinery,sales-persons are always busy attending to
. it many customers.

Thanks to the positive patronage of member farmers,the 
average daily sales amounts to 500 U.S. dollars.

The goods sold at the cooperative chain_,store are of goodc
quality and reasonably priced. In addition, member farmers 
receive a share dividend at the end of the year. Therefore, 
they always make it a rule to buy things at the cooperative 
chine store.

The primary cooperative is operating a milling plant as 
part of processing business.

The milling plant is equipped with hulling facility for 
grains and milling facility for grains and red pepper. As 
the plant charges only actual expenses, even^^^non member far
mers living in other areas utilize it.

The Hasung Primary Cooperative also conducts the cooper
ative insurance business. The total life ii^surance polices 
sold to farmers up to 1990 reached 3,495 thousand U.S. dollars. 
The average insurance contract amount per member farmer is the

e f

What is specially noteworthy is that the annual target 
of the insurance business was attained within one week after 
the general meeting was held.
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Every farmer hopes to have modern amenities,living In 
an improved house in a delightful environment.

In the past, the farmers in this area eked out their 
livelihood by tilling infertile lands. But they have now 
established the most affluent community in Gerchang county.

This is the result of successful implementation of the 
agricultural cooperative movement.

The primary cooperative has helped the member farmers 
grow vegetables on the highlands. They are earning quite a 
sum of money from vegetable cultivation; They can deposit 
money and contribute share capital to their cooperative.

Member farmers regard the primary cooperative as
their own. It is the duty of member farmers to utilize the 
businesses of the cooperative to the fullest by positively 
participating in the agricultural cooperative movement.

The Hasung Primary Cooperative of today owes its 
success to the member farmers who trust and patronize the 
cooperative, and to the competent leader.

One of the characteristics of the cooperative is that 
the participation by member farmers in the agricultural cooper
ative movement is very positive and active. In particular, 
the'mutual credit business is patronized 100 percent by 
member farmers. This is due to the kind assistance by the 
heads of collaborating organizations at the village level 

and the maximum service by the staff members of the cooperative.
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Any member f a r m e r  c a l l s  a t  th e  c o o p e r a t i v e  w i t h o u t  h e s 

i t a t i o n  t o  d i s c u s s  f a r m i n g  a s  w e l l  a s  p e r s o n a l  problem s and 

t o  g e t  c o u n s e l i n g  from th e  p r e s i d e n t  o r  h i s  s t a f f  members.  

T h is  p r o v e s  t h a t  a v e r y  c l o s e  p e r s o n a l  r e l a t i o n s h i p  has  been  

e s t a b l i s h e d  between member f a r m e r s  and s t a f f  members o f  th e  

c o o p e r a t i v e .

I t  has  been a l o n g - c h e r i s h e d  d e s i r e  o f  th e  Korean  

f a r m e r s  t o  b u i l d  w e l f a r e  co m m u n it ie s  where t h e i r  l i v i n g  

e n v ir o n m e n t  harm o n ize  w e l l  w i th  th e  b e a u t i f u l  n a t u r e  and 

h i s t o r i c  r e l i c s .
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y - Las of Piisan Livestock Cooperative
1. Establishment and title

This cooperative shall be established by the Livestock Cooperative Law and 

shall be called the P-usa-ft-L4-v-esteck Cooperative. ” (hereinafter referred to as 

”PLC")

2. Purpose

The purpose of PLC shall be to increase productivity and to raise economic 

and social status of members through cooperative activities.

3. Kind of business

PLC shall engage in the following business entirely or partially.

A) Guidance of production and living

B) Guidance and fostering of livestock farmers union

C) Welfare work

D) Purchasing business

E) Marketing business

F) Improvement of livestock and prevention of epidemics

G) Utilization, transportation and storage service

H) Processing of livestock products and feed

I) Establishment and management of livestock market

J) Credit business

- Loan

- Receiving deposit

- Domestic exchange

- Business by proxy of government, public agencies, or banking institution.



K) Business of Foreign trade 

L) Mutual insurance

M) Joint business or business by proxy of NLCF or other cooperative 

N) Business entrusted by NLCF 

-0)--Business entrusted by government 

P) Conclusion of negotiating agreement

Q) Other business activitives prescribed in other laws and ordinances 

R) Other business approved by the competent minister

* For the purpose of achieving the objectives above, PLC can borrow fund 

from NLCF.

4. Amendment of by - law

When PLC desires to amend the by-law, it shall obtain the approval of 

competent minister through the resolution of general meeting.

5. Prohibition of involvement in politics

PLC shall avoid any conduct involved in politics.

6. Livestock farmers union

Members can organize the livestock farmers union and PLC guides the work of 

livestock farmers union.

7. Membership

Farmers can be members who possess qualification determined by ordinance of 

Livestock Cooperative Law.



8. Responsibility of member

The responsibility of member shall be limited to the amount of his capital 

investment.

-9.— Right to vote, to elect and to be elected

Each member, Irrespective of his shares, shall have one equal right to vote, 

to elect and to be elected.

10. Admission

A) When farmers desire to be members of PLC, they shall submit the application 

for admission with writing of followings.

- Address, name, date of birth.

- Number of family.

- Capital to invest

- Breeds and number of livestock that they raise.

- Whether they entered other cooperative.

- Conditions of management.

B) PLC, upon receipt of the application, shall submit it for discussion to

the board of directors at which the eligibility of membership for applicant

shall be examined, and the admission for applicant shall be decided on the 

basis of guidelines agreed in advance by general meeting.

In case that the admission is accepted, PLC shall give notice in writing 

to the admitted member, and the member shall be registered in the membership 

list of PLC when the member has completed his initial payment for the capital 

investment in stock.

C) The applicant for admission shall be qualified as a member of PLC by completion 

of his payment prescribed above.



11. Restriction on admission

PLC shall not permit an admission and transfer of equity during period from 

the end of fiscal year to the closing of regular general meeting.

12. Termination of membership

-  A4—-Member-may-terminate his membership only at the end of each fiscal year, 

with a notice previous to 60 days to PLC.

B) Member shall automatically cease to be a member of PLC when the following 

events occur.

- Qualification loss of membership

- Death

- Bankruptcy

- Incompetency

- Expulsion

13. Expulsion

A) PLC may exercise expulsion against any member by resolution of general 

meeting upon occurrence of any of following events : Provided, however, 

that the statement of reason of expulsion shall be forwarded to the 

concerned member by 10 days before opening the general meeting and shall 

offer him the opportunity to defend himself at general meeting.

- Member who has failed to utilize PLC for period of more than one year.

- Member who has failed to comply with his obligations such as payments

of capital investment, sharing in expenses, or any other obligations 

to PLC.

- Member who has acted against business activities of PLC.

- Member who has been punished by competent authorities according to laws

and ordinances, or has violated by-law or other regulations, or damaged 

the public confidence of PLC by intention or serious mistake or faults.



B) The expulsion shall not be effective against member unless he has been 

notified thereof.

14. Claim for refund and suspension thereof

-  -Pd~ -PtCr^ ap'on -request of withdrawn member, shall refund from the assets of PLC 

at the end of fiscal year after having calculated shares to be refunded.

However, any withdrawn member by expulsion shall be refunded the amount 

of member’s equity calculated of paid-in investment and revolving investment.

B) The refund of shares shall not be requested before the expiration of fiscal 

year.

C) Unless the claim for refund is made within two years from the expiration 

date of fiscal year in which the member ceased to be a member, the right of 

claim for such refund shall be forfeited.

D) PLC is authorized to suspend the refund when the member who is ceased to

be a member is liable to PLC for debts, until he repays his debts.

15. Liability of withdrawn member for proportionate charge of loss

In calculating shares to be refunded to the withdrawn member, if the liabilities 

of PLC can not be fully paid by its assets, the withdrawn member shall fulfil the 

payment of portion of loss which is chargeable to him with the limit of amount of

his unpaid shares of stock in proportion to the unpaid amount of his investment

in stock.

16. Investment

Each member of PLC shall own at least more than one share of stock :

Provided, however, no member shall be permitted to own more than 4,000 shares 

of stock.



17. Amount of investment and method of subscription

A) The par value of each share of stock shall be 3,000 won and payment 

shall be performed twice by instalment : Provided, the payment in 

full of stock at one time shall be possible;

B) The paid-in capital at the first round of subscription shall be paid 

one-half of par value of each share of stock and the date of second 

round of payment shall be determined by resolution of board of directors 

but the date shall not be later than two years from the date of first 

round payment.

C) The date of second paid-in capital shall be forwarded to investors and

concurrently the public notice shall be issued before one month of the

date.

D) PLC may transfer the amount of dividend to the second round capital 

subscription.

E) If member makes investment in kind, calculation shall be made through

conversion based on the rate of evaluation prescribed by the board of

directors.

F) No member may avail himself of set-off against PLC with respect to 

payment to PLC for his investment in stock held.

18. Revo ling investment

A) The member of PLC shall invest, as revolving investment, all of surplus 

dividend but such investment shall be limited to five times.

B) No member may be permitted to make set-off against PLC with respect to 

the payment of revolving investment.



PLC shall reserve, as legal reserve fund, at least 10 percent of surplus fund 

during each fiscal year, until the fund reserved reach the same amount of capital 

investment. However, in such case as a loss has been carried forward, the amount 

of reserve shall be calculated of the remainder after deducting the amount to be

19. Legal reserve fund

allowed for appropriation of loss from the surplus fund of pertinent fiscal year.

20. Carry-overs

PLC shall carry 20 percent or more of surplus fund of each fiscal year over 

to meet the requirements of business.

21. Reserve for operation

PLC shall, in case where the net surplus arises after deducting both legal 

reserve fund and amount of carry-overs, reserve 20 percent or more surplus fund 

of each fiscal year for reserve for operation.

22. Capital reserve fund

PLC shall reserve, as capital reserve fund, the amount accrued from the 

following items.

A) Marginal profits accruing from reduction of capital.

B) Profits from receipt of concrete fixed assets.

C) Marginal profits accruing from revaluation of property.

D) Marginal profits accruing from merger.

E) Marginal profits accruing from acceptance of property.

F) Marginal profits accruing from insurance of fixed assets.

G) Expenditure subsidy for assets to be added.

23. Use of legal reserve fund

A) Making up for the loss.

B) Transfering the part of property to other cooperative when the territory 

of PLC is changed to the part of other cooperative.

7



24. General Meeting

A) PLC shall have a general meeting.

B) General meeting shall be divided into a regular general meeting and an

extraordinary general meeting.

C) General meeting shall be composed of members?^ n -d-v-the-:gr-esi-dent shall call 

a general meeting and shall preside over a general meeting.

25. Regular general meeting

The president of PLC shall call a regular general meeting once a year within 

two months after the end of the fiscal year.

26. Extraordinary general meeting

A) The president of PLC shall call an extraordinary general meeting in such

case as falls under each of the following items.

- In such case as the president deems it necessary.

- In such case as the board of directors deems it necessary and requests

to call an extraordinary general meeting.

- In such case as the members of PLC request to call the meeting to the

president, with the concurrence of one-fifth or more of enitre membership.

B) In case the members request to call the meeting, the president shall call

an extraordinary general meeting within two weeks.

27. Auditor’s call for a general meeting

A) Auditor shall call an extraordinary general meeting in such case as falls

under each of the following items.

- When the president fails to fulfil his function necessary for calling.

- When the president, in case any request from board of directors or 

members has been made, does not without justifiable reason take any 

due procedure to call a general meeting within two weeks.



- When the auditor, in case he finds any irregularity in the status of 

assets or in the business operation of PLC, deems it necessary to 

report promptly his findings to the general meeting.

B) The auditor shall take due procedures for calling general meeting within

5 days, when the president does not take due procedure in case of any

request from board of directors or members^r— v— —  -

28. Call of general meeting by representative of members

A) When the auditor does not call general meeting without any justifiable 

reason, the representative of members shall call a general meeting within 

concurrence of one-fifth or more of members.

B) In case of above, the representative of members shall exercise the duty of 

chairman.

29. Matters to be decided by general meeting

A) Amendment of by-law

B) Dissolution, merger and division

C) Expulsion of member

D) Election and dismissal of executives

E) Appropriation of plan and budget

F) Approval of statement of accounts

G) Imposition of expenses and method of collection

H) Admission and termination of membership of NLCP

I) Other matters deemed necessary by the president or board of directors

30. Opening and quorum of general meeting

A) The general meeting, except in such cases as prescribed otherwise in the

ordinance or by-law shall have a quorum when majority of members are in 

attendance, and the resolutions shall be adopted by the concurrence of 

majority vote of members president.

B) The chairman have the right to vote in general meeting.

9



C) When the quorum referred to in paragraph A is lacl<ing, the president or

auditors shall reconvene the general meeting within 20 days. In such case, 

general meeting may be opened and resolved irrespective of provision of 

paragraph A.

31. Special resolution of general meeting

Each of the following items shall be resolved by the votes of at least two-thirds 

of members present with the attendance of at least two-thirds of entire membership.

A) Amendment of by-law

B) Dissolution, merger and division

C) Expulsion of member

D) Dismissal of executive

32. Restriction on right to vote

A) The general meeting shall adopt resolution only on matters notified to

members in advance. Exception, however, can be made on urgent matter

which is resolved by at least two-thirds of entire membership.

B) When general meeting is to resolve matters contrary to the interests

between PLC and its member, the pertinent member shall not participate 

in adopting resolution.

33. Representative meeting

A) In case the number of members exceeds 200 persons, PLC can have a 

representative meeting which substitutes general meeting.

B) The term of representative is 2 years.

C) Executives and staff shall not be representative.

D) Provision of general meeting shall be applied.

10



34. Board of directors

A) PLC shall have board of directors.

B) The board of directors shall be composed of president and directors, and

the president shall call and preside over board of directors.

35. Resolutions of board of directors

The following items shall be subject to the resolution by board of directors.

A) Judging qualification of member

B) Use of legal reserve fund

C) Limit of borrowing fund

D) Change of plan and budget

E) Appointment and dismissal of managing staff

F) Acquisition and disposal of basic property

G) Determination of principle in carrying out business

H) Matters entrusted by general meeting or to be submitted to general meeting

I) Matters prescribed in ordinance or by-law

J) Other matters deemed necessary by president

The provisions of general meeting shall be applied

36. The number of executives

The number of executive of PLC is as followings

A) President

B) Directors

C) Auditors

1

5

2

11



37. Duties of executives

A) The president shall represent PLC and shall be chairman of general meeting 

and board of directors.

B) The directors shall act on behalf of president in case of vacancy or 

accidenfe-o4-p-resi-dnet-,-according to ranking decided by president.

C) The auditors shall inspect property and work, and report to general meeting 

and board of directors.

D) The auditors can state opinions by attending general meeting, representative 

meeting and board of directors.

38. Authority of auditor to represent

A) In case PLC enters into a contract with president or directors, the auditor 

shall represent PLC.

B) In case law-suit exists between PLC and president/directors, the auditor 

shall represent PLC.

39. Appointment of executives

A) President shall be elected among members by direct vote of members but 

directors and auditors shall be elected at general meeting by indirect vote.

B) The election shall be made through secret voting.

40. Term of office of executives

The term of office of executives are as following.

A) President

B) Director

C) Auditor

4 years 

4 years 

3 years

1 2



41. Dismissal of executives

A) President, directors and auditors may be dismissed at any time during their 

terms of office by the resolution of general meeting with request of at 

least one-third of entire membership ; provided that two-thirds or more of 

members shall be attended and two-thirds or more of present members shall 

vote for it.

B) The request of dismissal shall be made with written statement of reason for 

proposed dismissal.

C) When the written statement above is submitted, the written notice shall be

forwarded to concerned executive by the day before resolution of dismissal 

shall be made and shall offer him the opportunity to defend himself at 

general meeting.

42. Prohibition on concurrent position of executives and personnel

A) President, directors and auditors shall not be concurrently other position

of executives and staff.

B) Executive and staff of PLC shall not be a civil servant(except election 

officer)and executive and staff of other cooperative.

C) Executive and staff shall not manage or engage in the business to be

actually competitive with business of PLC.

43. Business plan and budget of revenues and expenditures

A) The president shall formulate business plan and budget of revenues and 

expenditures for each fiscal year, and shall report it to the president 

of NLCF through resolution of general meeting not later than 30 days 

prior to beginning of fiscal year.

B) When PLC desires to change business plan and budget, PLC shall get the 

resolution of the board of directors.
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44. Allocation of surplus

A) Surplus occurred in each fiscal year shall be allocated to the members

or shall be carried over the next fiscal year in case there still exists 

the remainder after recovering the loss and deducting legal reserve, 

carry-overs and reserve for operation. • ' ~

B) Dividends described in paragraph A shall be made in proportion to the 

paid-up shares of members and the remainder, if any, will be allocated 

among members in proportion to the member’s utilization of business of 

PLC.

45. Recovery of losses

When PLC has incurred losses during fiscal year, the losses shall be recovered 

with carry-overs untreated, reserve for operation, legal reserve, capital reserve 

and revolving capital investment in that order, provided that when the losses remain, 

after recovering with the fund above, it shall be carried to the next fiscal year.

46. Merger

Whe PLC desires to merge, it shall make out contract of merger and get approval

from the competent minister through resolution of general meeting.

47. Division

When PLC desires to divide, it shall get resolution of general meeting after

deciding right and duty that new cooperative shall succeed.

48. Reason of dissolution

A) In case the resolution of dissolution is made at general meeting.

B) In case the cooperative vanishes due to merger or division.

C) In case the competent minister orders PLC to dissolve.

D) In case of bankruptcy.
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BRIEF NOTES ON XESEDAR'S AGRICULTURE COOPERATIVE MOVEMENT
_________ ~rSOUTH KELANTAN DEVELOPMENT AUTHORITY^_______

1. INTRODUCTION
1.1. The cooperative movement was introduced by the 

Government of Malaysia in 1922 as a vehicle to 
accelerate the economic and human resource development 
for the less privileged Malaysian society through 
voluntary concept. In the early stage of the operation, 
its short-term objective is economic development, 
through business as a means to create surplus to ensure 
that the institution will survive. Its long-term 
objective is human resource development, thus achieving 
a more active and dynamic society which would 
render positive contribution to the national develop
ment.

2. BACKGROUND
2.1. South Kelantan Development Authority (KESEDAR) was 

established under the Parliamentary Act (Malaysia) No. 
203/1978 which entrusts KESEDAR with the following 
functions:-
a. To promote, stimulate, facilitate and undertake 

economic and social development within the South 
Kelantan Region;



b. To promote, stimulate facilitate and undertake 
residential, agricultural, industrial and 
commercial development in South Kelantan Region;

c. To control and coordinate the performance of the 
aforesaid activities in the South Kelantan Region.

2.2. The State of Kelantan is located adjacent 
with Thailand in the North, the State of Perak in the 
West, Pahang in the South and Terengganu in the East. 
The KESEDAR Region is located in the Southern part of 
the State of Kelantan, with an area of approximately 
1.24 million hectares which is about 83% of the area of 
the State of Kelantan.(See MAP 1).

2.3. KESEDAR's responsibilities as spelled out by the Act is 
to develop the South Kelantan Region in a planned, 
controlled and integrated approach in order to 
encourage the migration of people from the relatively 
densely populated Northern Region to the Southern 
Region, which is richly endowed with natural resources.

2.4. KESEDAR*s goal is to improve the quality of life and 
the standard of living of the Kelantan people, 
particulary those in the South Kelantan Region in



consonance with the National Economic Policy which 
aimed at eradicating poverty and restructuring society.

2.5. Organizationally, KESEDAR consists of two levels; at 
the higher level is the Board of Directors which actu
ally constitutes "the Authority”, appointed by the 
Minister of Rural Development, and the lower level, the 
executive staff with the General Manager as Chief 
Executive.

2.6. To achieve its development objective, KESEDAR has 
formulated six programmes namely Land Development and 
Settlement Schemes, Urban Development, Tradisional 
Villages Development, Land Rehabilitation, Infrastruc
ture Development and Investment.

2.7. In the implementation of the Land Development and 
Settlement Schemes, the objective is to create 
opportunities for the landless people to become set
tlers and farm the land and derive maximum benefits. 
Hence, the history of cooperative movement in KESEDAR's 
region begins.



3.1. The Cooperative Movement was introduced in Malaysia in 
1922 by the British as a means of tackling widespread 
indebtedness of rural farmers and government in 
ensuring a more systematic development and movement of 
cooperatives, the government has passed the Cooperative 
Societies Ordinance, No. 32 of 1948 in the year 1948. 
With the declaration of the New Cooperatives Era (1982) 
by the Ministry of National and Rural Development, its 
aimed was to overcome irregularities in the management 
of certain cooperatives.

3.2. Most of the Cooperatives in KESEDAR's region were 
established in 1983. In other words, most of them are 
at the age of 8 years old. This paper attemps to limit 
the focus on cooperatives development mainly in the 
KESEDAR's land schemes in order to give a clear per
spective in line with the objective of establishment of 
Land Development and Settlement programme.

»

3.3. Basically, the movement of the KESEDAR's cooperative is 
towards managing the people achieving benevolence, 
self-help and cultivating the entrepreneurship abdity 
in order to benefits from the surroundings economic and 
development opportunities. In other words cooperative 
establishment is a two-prong strategy aiming at

3 . ESTABLISHMENT OF COOPERATIVE



craating a inodarn dynamic society on one hand and 
promoting a productive settlers on the other.

4. OBJECTIVES
4.1. As stated in the cooperatives by-law, objectives of the 

institution, which among others are as follows
a) To promote and encourage the sosio-economic 

activities of members such as trading, 
merchandise, housing, transportation, land 
development, marketing and etc.

b) To encourage saving among members.
c) To make investment that will benefit the members.
d) To work hand in hand with other cooperatives.

5. NUMBER OF COOPERATIVES
5.1. Presently there are 10 cooperatives in KESEDAR's Land 

Schemes, where 8 of them located in Land Development 
Schemes and the remaining 2 are in the Land Rehabilita
tion Schemes.

6 . MEMBERSHIP AND SHARE CAPITAL
6.1. The membership and the amount of shared capitals of 

these cooperatives are 2,309 members and $339,262.62 
respectively. The detail of the memberships and the 
shared capitals is shown in Table 1.



Table 1: The Membership And Share Capital
Of The KESEDAR'S COOPERATIVES

Year Num.of Membership Share Capital 
(M $)

1983 1,366 24,672.00
1984 1,383 38,799.00
1985 1,894 . 66,902.00
1986 2 ,1 0 2 125,381.00
1987 2,181 190,017.65
1988 2,184 244,770.15
1989 2,186 288,162.33
1990 2,233 320,879.72
August 1991 2,309 339,262.62
Source : Social Development Division KESEDAR
(*) figure as ended 31 August 1991

6.2. The drastic increase of share capital in 1986 is 
reflected by the increasing numbers of share bought by- 
individual members as their farm income increased.

7. ORGANIZATIONAL AND MANAGEMENT
7.1. The organizational structure of the cooperatives is 

illustrated as in Chart 1.



Chart 1 : Organizational Structure
_____Of Cooperatives

7.2. Although the cooperative's by-laws has the provision to 
appoint a salaried full-time manager but none of the 
cooperatives have a full-time manager. This is due to 
the fact that the cooperative are not able to provide 
the salary. The cooperative's management is directly 
handle by the Board of Directors especially by the 
Chairman and Secretary and of course shouldered by 
KESEDAR's officials as skilled instructors. The Board



of Directors will delegate certain responsibilities 
to the Executive Committee mode to expedite the 
implementation of certain activities by the 
cooperatives . Six out of ten cooperative have appoint
ed a clerk to undertake the routine administrative 
works.

8 . ACTIVITY
8.1. Most of the cooperative are engaged in agriculture 

contractual works mainly on establishing oil palm and 
rubber plantation,the maintenance of farm and farm road 
and the transportation of fresh fruit bunch to the oil 
palm factory. Cooperative are also engaged, in trading 
commodities such rice and agricultural inputs in credit 
term.

9. PROBLEM
9.1. Weak Leadership And Management

Most of Board Members are formerly village 
administrators with limited or on business/managerial 
experience to provide the leadership necessary for the 
successful running of the cooperatives. Due to 
the lack experience, many of them do not give 
their full attention to the cooperative development.



9.2. Weak Financial Administration and Control
Many of these cooperatives do not have proper record 
keeping. Despite assistance given by the authorities, 
some book-keeping systems are haphazard, while some 
only attend to this subject when the Department of 
Cooperative Development and KESEDAR officers are there 
to assist them (the accounts were not up-to-date and 
transactions left unrecorded). From the financial 
statement, it was observed that some of these 
cooperatives do not have control over costs which tend 
to escalated faster, than revenue received. Increased 
expenses were noted and part of it was due to the new 
allowances created for Board of Directors and members.

9.3. Inadecmate Operational Capital
This problem is related to the slow payment of the 
credit sale. The problem is further aggravated by 
cooperative's engagement in a number of contractual 
works at the same time.

«

9.3. Passive Response From Members
It is noted that inadequate knowledge of cooperative's 
principles by the members manifested by their 
passive participation in cooperative movement has led 
to some misunderstandings on the basic cooperatives 
management.



10.1. It is hoped that by attending this course organized by 
the Institute for the Development of Agricultural 
Cooperation in Asia (IDACA), participants would learn 
and gain better knowledge and experience so that better 
strategies could be formulated in order to stimulate 
the cooperatives movement within the participant's 
region.

10. CONCLUSION
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THE ;-lAIN ACTIVITIES OF PALOH 1 
LÂ ID DEVELOPZ^ENT SCHEME SETTLER'S 

COOPERATIVE LIMITED
- PROBLEMS AND RECOMENDATIONS

1. ABSTRACT
The purpose of the study is to investigate and analyse the 
effectiveness of the settler's cooperatives under Southern 
Kelantan Development Authority (KESEDAR) area.

This study is focussing on the activities carry out by the 
settler's cooperative and problems faced in the 
organisation. It was found that the success or the failure 
of the activities run by the cooperative were depending on 
the criteria such as loyalty or committment and knowledge of 
the members, particularly the board members. Generally the 
activities run by the settler's cooperative is helping to 
enhance settlers sosio-economic in the KESEDAR land 
development scheme (LDS).

2. BACKGROUND
KESEDAR has embarked on its community development project 
for the settler aimed at making them a progressive and 
developed society. This is done by changing their attitudes 
towards their own life, society and nation.. They are 
persuaded to work-harder, be self-reliant, be business- 
minded and be competative with each other.

The establisment of KESEDAR Settlers' cooperative is one of 
the way to achieve the above objectives. There are 10



33ttl2r'3 cocparativa in 7or taa purposs of this
3t'adY settler’s cooperative in Paloh l LDS is talcan as a 
sample to represent other settlers copperative in KESEDAR's 
LDS. This is due limited time and resouce available to 
carry out this study.

Information available consists mainly of content analysis of 
the existing report from the KESEDAR's Community Development 
Unit which is responsible in m o n i toring settlers' 
cooperative in LDS and from settlers cooperative records.

Faloh 1 LDS settlers cooperative limited was established in
1983. Its operational area, Paloh 1 LDS covering the area of 
2,379.07 hectrss with a population of 1,288 peoples (245 
household). As at August 1991, the cooperative consist of 
327 members with share capital of $105,944.84 (see table 
II). The establishment of the cooperative is suitable with 
the spirit of 'Ala-Kelantan' KESEDAR Land Scheme opening 
where the involvement of the settlers was at the initial 
stage of the development.During the time the settlers worked 
and helping hand with each other in order to ensure the 
succeess of the land scheme opening.

Continuing these spirit, the idea to organise a formal 
cooperative had get good response from the settlers and 
became a reality.



It Should be emphasized here the main objective of the 
settler in joining the cooperative is to get more income the 
money they have invested besides other benefit. To meet 
this objective Paloh l LDS settlers cooperative limited has 
ventured in the following activities
3.1. Agricultural Contract Worlcs

KESEDAR has awarded some agricultural contract works to 
the cooperative in supporting the organisation. The 
works' concern are such as field major works, crop and 
agriculture road maintenance. Normaly, the value of the 
contract given to the cooperative are at the reasonable 
and profitable cost, beside to create the jobs for their 
members (settlers).

Problem
The cooperative has the limited capital to involve in 
the big contract. It is difficult for the cooperative 
to get loan from any other source due to their 
questionable capability. The weaknesses in financial 
administration and control reflected from improper 
record keeping confirmed the doubtness. In addition the 
cooperative is unable to engage the full time staff in 
managing the project or the contract taken because it 
is not afford to provide the salary. Sometime the 
cooperative board members had made a sudden decision in 
getting contract without realising the limited capital

3. THE COOPERATIVE ACTIVITIES AND PROBtEM.



they had had and without consulting their management 
staff.

The board members have a little experience to 
contribute successful running of the cooperative 
because they were formerly village administrator.
Most of the members responded passsively and not well 
understood in contract management and its principle. 
Those who are engaged to the work have less discipline 
and responsibility.

3.2 T r a n s p o r t a t i o n  of Fresh Fruit Bunches (FFB) 
of Oil Palm.

Tranportation of FFB to the oil palm mill is the most 
successful cooperative activity and profit return. The 
monthly average income earned through this activity is 
as below :
Ave. Tonnage Price/ton Gross Expend- Net Income 
of FFB/month ($) Income ($) iture ($) ($)

4,276 12 51,312 38,484 12,828

Similar to agricultural work, trasportation of FFB is 
also the supporting and contribution form KESEDAR in 
ensuring the viability of the cooperative.

In running this activity the cooperative does not need 
the large capital since KESEDAR Perkilangan Berhad 
(Palm Oil Mill) provided full advance for trasportation 
vehicles. There are 2 tractors and 12 Vans belong to



the cooperative and its members to carry FFB from the 
field to the mill.

At peaK production the need of transport to carry FFB 
is greater where the cooperative need to hire the 
transports from the nearby cooperatives. This concept 
is suitable with inter-relationship between cooperative 
for common used.

Problems
Weak in financial administration and control.
The cooperative does not prepare proper record keeping. 
Some book-keeping systems are haphazard. The accounts 
were not up-to-date and transactions left unrecorded. 
The cooperative do not have a full-time manager. This 
is due to the fact that the cooperative are unable to 
provide the salary. The cooperative just able to 
appoint a clerk to undertake the routine administrative 
work.

3.3. Trading Commodities And Agricultural Inputs.

There are two types .of cooperative’s trading activities 
comprising of commodities and agricultural input. The 
trading is suitable with cooperative principle to 
giving the service to the members indirectly.
The type of goods sold are basic needs such as rice and 
other kitchen needs. The luxuries goods however are not 
provided or encouraged. The agricultural input sold are



weed killer, fertilizer, weeding tools etc.
The cooperative also engaged in the credit term 
trading.

Problems
i. Weak leadership and management, 

ii. Weak financial, a d m i n i stration and 
financial control.

iii. No full-time manager. Just appointed a 
clerk to undertaken routine administrative

« work and trading, 
iv. Lack of capital.
V. Passive respond from the members. It is 

noted that inadequate knowledge and late 
credit repayment from members cause problem 
to the cooperative.

4. RECOMMENDATIONS
Some corrective measure must be taken if KESEDAR's effort to 
resolve the problems of settler's cooperative were to be 
effectively carry out
For this purpose I suggest the following corrective measure 
have to be taken systematically

i. The need to educate the weak cooperative 
members on cooperative principle.

ii. The need of controlling and supervising cooperative 
activities KESEDAR's officers and Cooperative 
Department.



iii. The need to give the course and counselling 
to cooperative board members and cooperative 
staff about business opportunities, book 
keeping and record management.

iv. The cooperative should have more saving to provide 
capital for future investment.

V. To avoid the frequent change members of the 
board so that to give enough time for them 
to lead the cooperative effectively.

5. CONCLUSION
In conclusion the problem of settler's cooperative which 
involve capital, value system, attitude as well as knowledge 
are really complex and only composite actions to solve the 
various problem can ensure the development of the settlers' 
cooperative.
It is hope that by attending this course organized by the 
International cooperative alliance (I.C.%.) participant 
would learn and gain better strategies could be formulated 
in order to stimulate the cooperative movement within the 
participant region.



TABLE 1 : Mala Activities Under 'Ala Kelantan'
Land Development Scheme (KESEDAR).

1. Un d e rbrushing/felling
2. Burning
3. Prunning, stacking and reburning
4. Construction of agriculture road
5. Terracing
6. Preparation of village area
7. Lining
8. Pre-maintenance
9. Planting of cover crop

10. Planting of crop (Rubber & Oil Palm)
11. Maintenance

i. Field
ii. Road

12. Harvesting of FFB
13. Transporting of FFB



TABLE II: Number of M e m b ership And Capital
The Land Development Scheme Of 
Paloh I Settler's C ooperative 
(1983 - August 1991)

Year Mum. of Membership Share Capital
M($)

1983 257 7,647.00
1984. 257 19,520.00
1985 271 26,675.25
1986 287 37,647.25
1987 313 51,386.90
1988 313 58,411.90
1989 314 71,370.70
1990 327 97,302.84
August 1991 327 105,944.84

Source : Social Development Division KESEDAR
Figure as ended 31 August 1991.
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INTRODUCTION

The Federation of Malaysia was established in 1963. Malaya gained 
independence from the U K  in 1957 and initially comprised the eleven States of 
Peninsular Malaysia, Singapore and the States of Sabah and Sarawak situated 
some 750 k m  across the South China Sea in North Kalimantan.

Malaysia is a constitutional monarchy with the head of State, Yang di 
Pertuan Agong (King), elected for a five year period by the Conference of State 
Rulers, which comprises the nine ruling Sultans in Peninsular Malaysia. The four 
non-Malay States of Malacca, Penang, Sabah and Sarawak are each headed by a 
Governor who is appointed for a term of four years by the King. Each of the 13 
States has its own constitution and assembly to handle matters not covered by 
the Federal Government.

The population of Malaysia was estimated at 14.8 m  in 1983 and was 
expected to rise to 15.5 m  in 1985, an annual rate of growth of 2.5 percent. 
Malaysia's population has been drifting to the cities, causing labour shortages in 
the plantation sector. Consequently, the proportion of the population which is 
urban had reached 37.5 percent in 1980 and was expected to rise further to 43.5 
percent in 1985. There is a great concentration of Chinese in the urban areas 
where they accounted for 50.5 percent of the urban population in 1980, compared 
with 37.4 percent Malays. Overall, 55 percent of the population is Bumiputra 
(Malays and indigeneous peoples), 34 percent of Chinese origin, 10 percent Indian 
and 1 percent others.

Malaysia has enjoyed one of the highest average annual growth rates of per 
capita income in the world over the last two decades and in 1983 G N P  per capita 
reached M $  4,559 equivalent to US$ 1,964.

1. HISTORY OF THE COOPERATIVE M O V E M E N T

The cooperative mov e m e n t  in Malaysia was introduced in 1922 as a means 
of tackling the widespread indebtedness of farmers and workers, including 
Government civil servants.

In 1948, with the establishment of the Federation of Malaya, the 
Cooperative Societies Ordinance, N o  33 of 1948 was approved for the whole of 
the Federation of Malaya. With this the Cooperative Development Department 
was- integrated and all duties and responsibilities to develop and expand the 
teaching and concept of the cooperative m o v e m e n t  were streamlined by the 
department headed by a Commissioner for Cooperative Development, Federation 
of Malaya, who was also the Registrar of Cooperative Societies.

In 1963, Malaysia was established of which the Federation of Malaysia, 
Singapore, Sabah and Sarawak were the component States. In 1965, Singapore 
was separated from Malaysia. Although the Director-General of Cooperative 
Development of Malaysia was only responsible for all matters regarding the 
development and expansion of the cooperative m o v e m e n t  in Malaysia, the 
Cooperative Ordinance was still enforced in Sabah and Sarawak and both these 
States had their own Registrar of Cooperative Societies. However, the 
Cooperative Societies Ordinance No. 33 of 1948 was amended in 1976 to 
streamline all cooperative activities in Peninsular Malaysia, Sabah and Sarawak. 
But until today the Cooperative Societies A m e n d m e n t  and Extension Act, 1976. 
which was enforced in Peninsular Malaysia has still not been extended to Sabah 
and Sarawak.



1.1 The Cooperative Movement in Sarawak
The Cooperative mo v e m e n t  in Sarawak was first known in 1939 with the 

introduction of the Cooperative Societies Ordinance approved in that State and 
with the appointment of a representative in Sarawak from the Cooperative 
Development Department of Malaya to m a k e  a survey and study. However, 
there were few concrete steps taken to start this m o v e m e n t  there until after the 
Second World War. In 1949, a n e w  Cooperative Ordinance was enforced and a 
Cooperative Development Department was formed there.

The cooperative m o vement brought to Sarawak was designed to help people 
of that State to free themselves from the control of m o ney lenders who were 
normally agents for distribution and purchases. The people of Sarawak were 
mostly farmers who grew rubber, sago and pepper, produced jungle products and 
sometimes engaged in fishing.

The cooperative department established there proved, in the beginning, 
unable to function satisfactorily due to the problems of appointing and getting 
officers and staff, travel, communications and illiteracy. The Cooperative 
Development Department could do little more than concentrate its activities on 
spreading the concept and teachings of the cooperative movement, and help to 
uplift the educational standard of the public. Its task was complicated by the 
fact that all directives and other documents had to be produced in five 
languages, a difficult task to perform.

1.2 The Cooperative Movement in Sabah
Sabah, a British colony in North Borneo, experienced a slow change in the 

form of concept and teaching development of the cooperative mo v e m e n t  there. 
The Cooperative Ordinance -No.3 of 1958 for Sabah was approved and enforced in
1958. With this development the cooperative m o v e m e n t  in that state only began 
in 1958, i.e. five years before the formation of Malaysia. The problems of 
travelling and communications to remote areas and lack of officers and small 
percentage of the population w h o  were educated or who could read and write 
were the main factors hindering the progress of this m o v e m e n t  in the initial 
stage.

Apart from that, without special officers from the Audit Division to do the 
auditing of books and accounts of the cooperative societies, the Cooperative 
Development Department had to solve the problem of auditing of these coopera
tive societies by using Coop Department officers who were few in number to also 
carry out the auditing. Although Sabah was part of Malaysia, the Cooperative 
Societies Ordinance was still enforced in that State. The Sabah Cooperative 
Development Director was also the Registrar of cooperative societies for Sabah.

1.3 Reorganisation of Cooperative Movement
The cooperative m o v e m e n t  developed quite rapidly in the 60s and 70s but 

most of the cooperative societies, especially the farming and fishermen 
societies, were not able to function satisfactorily due to certain factors,. 
especially inefficient administration and management and limited technical 
experience. The Government, therefore, decided that for the benefit of these, 
societies and their members, these cooperatives should be separated from others ■ 
which were mostly operating in the urban areas. Moreover, following the 
establishment of Farmer's Associations and Fishermen's Associations in the 
country the government felt that the agricultural type of cooperatives should be 
integrated with the Farmer's Association and Fishermen's Association so that 
there would not be competition and duplication in the activities of the bodies 
concerned. -



The Farmers' Association Organisation (FAO) which was established in 
1972, was given the responsibility of integrating and streamlining the activities 
of the Farmers' Associations and cooperative societies which were agricultural in 
nature; the Fisheries Development Authority (FDA) established several years 
later, would do the same for the fishermen's cooperative societies and fisher
men's associations. After the introduction of the Government Policy in 1973, all 
cooperative societies of the agricultural type were handed over by the 
Cooperative Development Department to the Farmers' Associations 
Organisations. Fishermen's cooperative societies were handed over to the 
Fisheries Development in 1975.

The position of cooperative societies handed over to these agencies was as 
follows:

(a) Farmer's Association Organisation
No. of Coops No. of Members Share Capital

(M$)
1,550 133,828 8,856,784

(b) Fisheries Development Authority
(M$)

76 9,000 4,555,000

At the end of 1972, the number of registered cooperative societies in 
Peninsular Malaysia was 2,475 with a membership of 722,934. After the transfer 
of the agricultural type of cooperatives to the F A O  the number of cooperative 
societies registered in Peninsular Malaysia at the end of 1973 was 1026 with a 
membership of 688,265.

There was no transfer of cooperative societies to F A O  and F D A  in Sabah 
and Sarawak. The number of cooperative societies in Sabah in 1972 totalled 189 
with 36,454 members. The number of cooperatives in*Sarawak in 1972 was 233 
with 23,346 members.

Most of the cooperative societies formed in the rural areas were of the 
credit, processing, consumer and marketing types. They were located quite near 
one another and it was difficult for these cooperatives to expand by way of 
membership, capital and activities, a continuing problem felt since the fifties 
when there was a rapid development of societies in the rural areas. The 
Cooperative Development Department together with Bank Rakyat joined forces 
to carry out the consolidation of cooperative societies; small uneconomical 
cooperatives were advised to close down and merge with other societies of the 
same objectives in the same region. In fact, the response to these suggestions 
was quite small and the plan was kept in abeyance for several years.

However, in the sixties, a new plan was launched by the Cooperative 
Development Department to enable the cooperatives to widen their activities to 
b ecome multipurpose cooperatives and the integration of small societies was 
again encouraged. As a result of this scheme, a large number of societies in 
Peninsular Malaysia, Sabah and Sarawak submerged their original identities in 
larger organizations and operated in the na m e  of multi-purpose cooperatives 
although their primary activities were still pursued.
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After the transfer of agro-based cooperatives to F A O  and fishermen to
F D A ,  the development of the cooperative m o v e m e n t  was focused upon the
implementation of consumer projects, trade and industry, housing, transport, 
land development, commercial dairy farming, investment, capital, productive 
credit and supply of schools materials and equipment.

The figures below indicate the development and progress of the
cooperative movement in Malaysia between 1973 and 1977.

Peninsular :

Sabah :

Sarawak :

No. of Total Funds
Year Societies Membership (M$)

1973 1,026 668,265 631,578,050
1974 1,112 732,511 675,384,000
1975 1,201 772,000 728,000,000
1976 1,300 815,900 760,000,000
1977 1,346 850,000 800,000,000

1973 196 35,021 5,400,000
1974 208 34,400 5,700,000
1975 216 39,575 7,900,000
1976 234 40,253 8,500,000
1977 251 41,000 11,870,000

1973 238 25,570 11,796,000
1974 242 26,600 12,334,000
1975 248 28,500 13,500,000
1976 253 33,110 15,846,800
1977 277 38,039 17,670,600

1.4 Cooperative Union of Malaysia ( C U M )

The Cooperative Union of Malaysia was formed in 1953 in order to assist 
and promote the development of cooperative societies mainly in urban areas.

The objectives of C U M  are formulated as follows;

1. To propagate the principles and practice of cooperation and generally 
to promote the establishment of cooperative institutions;

2. To advise and assist m e m bers in their operations and functions;

3. To represent the cooperative movement;

4. To establish audit, accounting and administrative and legal services for 
members and cooperative societies in general;

5. To promote cooperative education and publicity;

6. To serve as an information bureau for the members and the cooperative 
movement;

7. To promote research and investigations in the problems connected with 
cooperative development;

8. To assist the Government in the promotion, development and super
vision of the cooperative movement.
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There are 4 state unions, where most of the urban cooperatives are 
members of the unions.

At present, the C U M  is not playing a very active role in the development 
of the Malaysian cooperative m o v e m e n t  for different reasons. First of all, it is 
dealing with the existence of A N G K A S A .  The need for the creation of a single 
apex organisation covering the cooperative m o v e m e n t  of Malaysia is long 
overdue. Mu c h  waste and duplication are caused by the separation of the two 
existing national organisations.

Cooperatives societies belonging to the C U M  m a y  be grouped together as 
follows: 124 consumer cooperatives; 20 industrial; 68 housing; 23 land develop
ment societies; 329 credit and loan cooperatives; 34 transport; 1 insurance 
cooperative society; 359 multi-purpose; 204 school cooperatives; 54 thrift and 
loan and investment; 50 social welfare cooperative societies; 12 cooperative 
associations; 1 timber cooperative society; 1 bazaar cooperative and 3 super
market cooperative societies.

2. COOPERATIVE LEGISLATION

The Cooperative legislation affecting cooperatives in Malaysia are the 
following:

(a) Cooperative Societies Ordinance No. 33 of 1948 for all States in 
Peninsular (West) Malaysia. (Revised in 1976 and 1983).

(b) Cooperative Societies Ordinance (Cap. 66) of 1948 for the State of 
Sarawak.

(c) Cooperative Societies Ordinance No. 3 of 1958 for the State of Sabah.

(d) Farmer's Organisation Authority Act of Parliament of 1973, A m e n d 
ment in 1974 under Act 261 (for agro-based cooperative societies).

3. ROLE OF THE G O V E R N M E N T  IN COOPERATIVES
It is recognised by the Government that cooperatives can assist the people 

to upgrade their living standards and pool their limited resources together for 
this purpose. The Fourth National Development Plan (1981-1985) states that 
"The cooperative m o v e m e n t  provides an important vehicle for the promotion of 
economic activities, mobilisation of capital and the acquisition of property. The 
participation of target groups such as small farmers and fishermen into farmers' 
and fishermens cooperatives will be intensified during the Fourth Malaysian Plan 
through the provision of infrastructure, working capital and management 
training. -Small and inefficient cooperatives will be amalgamated into larger and 
more viable cooperatives" (FMP, page 192).

In implementing the N e w  Economic Policy, declared by the Government in 
1970 which aims at eradicating poverty and restructuring the society, the 
cooperative m o v e m e n t  was singled out as one of the important tools that can 
assist the Government in achieving these two objectives.
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The Department of Cooperative Development was set up by the Ministry of 
National and Rural Development in order to monitor the progress of the 
m o v e m e n t  (except those which are agro-based or fishery-based). In order 'to 
strengthen the position of the cooperative movement, D C D  is promoting its 
development in the following fields; consumer credit and banking, insurance, 
trades and industries, housing, land development, transport, industrial and school 
cooperatives.

The main objectives of the Department in promoting other than agro-based 
cooperatives m a y  be formulated as follows:

uplift and improve the economic and social standards of primary 
producers;

- increase employment opportunities in the industrial and business 
sectors;

pool capital resources from m e m bers and engage in various economic 
ventures in accordance with the Government's N e w  Policy.

The Cooperative Development Department is responsible for registering 
new cooperatives and seeing to their growth, checking the audited accounts of 
all societies, advising, counselling, guiding, motivating and developing these 
cooperatives.

The head of the department is the Director General who is responsible for 
the administration of the department. H e  also serves as the Registrar General 
with the statutory duties to oversee the running of registered cooperative 
societies as well as cooperatives under liquidation as spelt out in the Cooperative 
Act and Rules made thereunder. The Registrar General is assisted by 12 
State Cooperative Directors who also act as cooperative registrars in their 
respective States. Appendix 1 briefly shows the organisational structure of the 
Department.

3.1 Department of Cooperative Development (PCD)

3.1.1 Departmental Strategy
1. To encourage the formation of viable societies with strong membership, 

sufficient capital and efficient management

2. To encourage cooperatives to be actively involved in National Develop
ment Progr a m m e  in line with the N e w  Economic Policy, Including 
"Privatisation" and Malaysia Incorporated

3. To educate m e m b e r s  of cooperatives, including school children, to 
inculcate thrift, mutual help, the will to succeed and be independent, 
self discipline, giving priority to the good of others before self, and 
working for the good of the nation

4. To spread the concept of cooperatives to the people and cooperators to 
ensure the continued growth of the cooperative m o v e m e n t

5. To m a k e  available credit facilities to cooperatives for the funding of 
viable projects

6. To assist cooperatives that cannot afford to have trained administrators 
by giving them subsidies

7. To draw up a n e w  Cooperative Act to cover Sabah and Sarawak
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8. To increase training facilities for the staff of D C D  at all levels in order 
to increase or to improve their output

9. To encourage people of all races to join the cooperative m o vement and 
be actively involved at all levels, especially In the exchange of ideas 
and experiences and helping each other for the good of all.

3.1.2 Personnel of the Department

There were 1009 appointments in the Cooperative Development Depart
ment by the second half of 1985, divided into the following categories:

Division A  - 171 
Division B - 201 
Division C  - 415 
Division D  - 222

Out of these 1009 appointments, 741 are in Peninsular Malaysia, 134 in 
Sarawak and 134 in Sabah.

The personnel Division A  comprises: Directors of Cooperative Develop
ment, Accountants, Economists, Cooperative officers; Division B consists of 
assistant cooperative officers, examiners of accounts, executive accounts officer 
and executive officer. Division C  consists of cooperative inspectors, general 
clerks, accounts clerks, stenographers and artists. Division D  consists of 
assistant clerks, typists, office boys and drivers.

At the m o m e n t  there are 183 appointments vacant. Of these vacancies 93 
are in Peninsular Malaysia, 25 in Sarawak and 65 in Sabah. The vacancies are in 
the following categories:

Division A  - 28 
Division B - 47 
Division C  - 82 
Division D  - 26

3.2 The Fourth Malaysia Plan (1981-1985)
Under the Fourth Malaysia Plan, D C D  identified its strategies and laid out 

its development programmes with emphasis on greater Involvement of co
operatives especially those of the indigeneous people. D C D  was given an 
expenditure allocation of M $  49.55 million to carry out its development 
programmes for three extended programmes and two new programmes.

Allocation for the extended programmes is as follows:

1. Financial assistance (advances) to cooperatives - M $  41.71 million

2. Mobile film units - M $  1 million

3. Institutional living quarters/office building - M $  2.94 million.

Allocation for new programmes is as follows:

1. M a n agement subsidy for school cooperatives and a few other deserving 
cooperatives M $  1.5 million

2. General subsidy for school cooperatives, Koperasi Nasional Sekolah and 
Koperasi Gabungan Sarawak.



3.3 New Cooperative Era

Unofficially, the spirit of a " N e w  Cooperative Era" was first instilled in 
July 1981 when the Minister of National and Rural Development directed that all 
cooperatives should improve their management and better their image by having 
their Annual General Meetings and by keeping their accounts up-to-date.
Officially it was declared by the Deputy Prime Minister of Malaysia as a
measure to stop the detrimental practices of some societies which nearly 
paralysed the m o vement as a whole. As a result, 99.54% of the cooperatives
held their annual general meetings in 1982.

In order to increase the efficiency and performance of the cooperatives 
D C D  produced two guide books, one for accounting and one on auditing. These 
were regarded as the main problem areas for small and weak cooperatives.

Qne of the positive results of the implementation of the " N e w  Cooperative 
Era" was the establishment of the Institute of Cooperative Auditors (ICA) on 28 
November 1982. Because of the lack of sufficient staff in the Audit Division of 
the Department to cope with the increasing accounts to be audited more* 
personnel had to be trained to cope with the increasing work load. At the end of 
1985, the ICA of Malaysia had 60 Associate Members and 44 Graduate members. 
Basic and professional level courses on cooperative auditing were being 
conducted annually for a period of 40 weeks and 15 weeks respectively by ICA.

The " N e w  Cooperative Era" brought into being certain new cooperatives, 
utilizing new concepts and approaches such as Village Industrial Cooperatives, 
District Development Cooperatives and National Development Cooperatives.

3.4 Village Industrial Cooperatives
Village industrial cooperatives have been set up with the aim of encourag

ing individual producers of handicrafts in villages in the rural areas to carry out 
the work on a cooperative basis. By setting up effective village cottage 
industries, the Government is trying to create additional job opportunities and in 
this way limit the mass migration of the rural population to the urban areas. At 
the same time it will be able to preserve the skills and handicraft production of 
rural people.

Initially only 5 village industrial cooperatives were set up as pilot projects 
and the success of these led to the formation of 9 other new ones in 1984. In 
1985, the number was expected to increase to a total of 25. The selection of 
villages depends on the acceptance and willingness of the local population to 
participate in the project and, of course, the availability of the necessary raw 
materials and labour skills in these areas.

It is clear that such programmes require a considerable amount of 
technical know-how, designing skills and quality control techniques on the 
production process. Since the D C D  alone is not able to supervise and train the 
existing potential producers efficiently and adequately, the development of 
Village Industrial Cooperatives is supported and assisted by the other agencies of 
the Ministry of National and Rural Development. These include the Commu n i t y  
Development Division (KEMAS), the Council of Trust for the Indigenous 
Community ( M A R A )  and the Malaysian Handicraft Development Corporation 
(MHDC).
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K E M A S  has the task of encouraging the rural folk to support and 
participate in the projects. They are usually involved in publicity campaigns and 
skills training at grass-root levels.

M A R A  trains and guides producers in technical skill development and 
provides advisory services on the managerial and financial aspects of running 
small businesses.

M H D C  provides advisory services and trains potential and existing 
producers on the techniques of production, costing, pricing and quality control. 
At the same time it helps producers to promote their products.

The Cooperative Development Department generally registers the new 
cooperatives, supervises their activities, checks and audits their accounts and 
assists in the marketing of their product.

Appendix II shows the organisational structure of the Village Industrial 
Cooperatives.

3.5 District Development Cooperatives (DDC)

District Development Cooperatives (DDC) have been initiated by the 
Government to encourage the local population of various districts in rural areas 
to carry out development projects on a self-help basis. These cooperatives 
should play a more important role in the pooling of the limited resources of the 
rural population and finally to speed up the socio-economic development of rural 
areas.

The concept of D D C  is slightly different from the other cooperatives in 
that it is initiated by the Government and managed jointly by the members as 
well as the Government. In order to achieve more success and coordination, the 
Government decides on the areas where the D D C  should be created and even 
appoints six out of the 21 members of the Board. But supreme authority is still 
vested in the Annual General Meetings. The Board, which is headed by the 
District or Assistant District Officer, will then appoint nine other members each 
to form smaller committees for each unit in order to assist in the administrative 
machinery. Appendix III gives more detailed information on the organisational 
structure of D D C .

According to the declaration of the N e w  Cooperative Era, 15 District 
Development Cooperatives were registered and most of them are actively 
involved in construction projects in their respective districts. These projects are 
dealing with construction of rural roads, irrigation facilities, community centres 
and other social facilities sponsored by the Government. In 1983, the total 
membership of D D C  was 4,232 people and the total share capital was 
M $  81,294.52. Projects costing M $  883,440 have been i m p l e m e n t e d . - •

3.6 National Development Cooperative (NOG)
National Development Cooperative (NDC) was formed at the request of the 

Minister of National and Rural Development and it was launched on 8 April 1984. 
In fact, this is a national cooperative organisation with membership open to all 
the registered cooperatives in the country. Mainly it serves as an ' apex 
organisation for the District Development Cooperatives and other cooperatives 
at the national level, participating in development projects while coordinating 
the activities of D D C .
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Supplying construction materials and equipment as well as consumer 
goods at reasonable prices

Renting heavy equipment and machinery for members

Importing machinery and exporting m e m b e r  cooperatives' outputs

Obtaining lands to be converted into housing, business or office centres 
and for the development of plantation estates

Participating in some industrial and commercial activities either indivi
dually or through joint-venture projects

Investing the pooled capital in private and public shares and the 
purchase of Government bonds.

At the beginning of 1985, about 313 cooperatives were members of N D C ,  
8 %  of the total cooperative societies in Peninsular Malaysia.

Organisational structure and statistical data are shov/n in Appendixes IV 
and V accordingly.

The main activity of ND C is dealing with the following:

4. ORGANISATION OF NATIONAL COOPERATIVES OF MALAYSIA
(ANGKASA)
In 1966, the Malaysian Cooperative Societies Congress was held. A  number 

of working papers were presented concentrating on the concept of a national 
union to initiate the integration of ail cooperatives from various sectors 
combining all types of societies into a national movement. During the Congress 
some important objectives of national union were, outlined. These included , to 
become the prime mover in cooperative development, to provide services, to 
organise educational and training programmes, to raise funds and to be a centre 
for consultation and reference in all problems relating to the cooperative 
m o v e m e n t  in the country. As a result oof the congress, A N G K A S A  was 
established in 1971.

The aims of A N G K A S A  are as follows:

1. To consolidate all cooperative societies in Malaysia

2. To represent the Malaysian cooperative mov e m e n t

3. To advise and assist memb e r s  in their business and other practices of 
the cooperative societies

4. To promote the principles and practices of cooperative societies

5. To encourage research and study of the problems regarding the 
cooperative m o v e m e n t

6. To provide and give advisory service and guidance regarding the 
administration, management, accounting, auditing, liquidation and the 
law in the interest of the members and the cooperative m o v e m e n t  as a 
whole

7. To promote the education, training and teaching of the cooperative 
knowledge and business and industrial management

8. To assist the Government in encouraging and spreading the cooperative 
mo v e m e n t  in Malaysia
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9. To provide and administer special or general funds to innprove the 
cooperative m o v e m e n t  especially to finance suitable candidates to 
study locally or overseas about the cooperative mov e m e n t  or to 
finance expenses in sending representatives to attend conferences, 
seminars or cooperative courses overseas

10. To control and look after the interest and tactics of the members 
especially and the cooperative mo v e m e n t  as a whole

11. To serve as the centre for ideas and views regarding all matters 
relating to the cooperative mo v e m e n t  and expressing views and 
opinions of the cooperative mo v e m e n t  to any party concerned.

To achieve the above mentioned aims, A N G K A S A  is to engage in various 
activities as follows:

1. Organise congresses, conventions, conferences, seminars, group 
studies, study tours, talks, etc.

2. Nominate and appoint representatives and observers to attend confer
ences and other meetings in the country and overseas

3. Organise Cooperative Day and other celebrations in connection with 
the cooperative m o v e m e n t

4. Issue newspapers, magazines, books, and other educational and inform
ative materials

5. Obtain and collect reports from members and other cooperative 
societies and distribute them for the use and benefit of the members

6. Encourage cooperation between members of the cooperative societies 
in Malaysia

7. Provide and organise educational programmes

8. Buy, construct, own, rent, lease, movable and immovable assets 
necessary for the operation of A N G K A S A

9. Discuss mutual problems, forwarding views and m a k e  policy decisions 
regarding the cooperative mo v e m e n t

10. Borrow and receive deposits from members and non-members with 
securities and conditions as approved by the National Conference and 
Registrar for the achievements of A N G K A S A ' s  ambitions

11. In general, do whatever it can to achieve all or part of the aims of 
A N G K A S A .

4.1 Sources of Finance of AN G K A S A
(a) Entrance fees for new members

(b) Annual subscription of members at a m i n i m u m  of M $  20 - and 
m a x i m u m  of M $  300 - calculated at 20% per head of the membership

(c) Contribution of 1 %  of members' net profit

(d) Sale of A N G K A S A ' s  own publication " P E L A N C A R " .

4.2 Organisational Structure of ANGKASA
A N G K A S A  is managed by a National Executive (Administration) 

Committee which is elected by the General Assembly once every two years.

The President, Deputy President and three Vice Presidents are elected 
directly by the General Assembly while the rest of the Board m e m bers are 
Chairmen of 11 functional groups and Chairmen of 12 State Liaison Committees, 
making a total of 28 people;
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STRUCTURE
President 

Deputy President 
Vice President

Vice President

Chairmen of Functional 
Groups of :

1. Banking and Credit
2. Consumers
3. Transport
4. Land Development
5. Housing
6. Farmers
7. Insurance
8. W o m e n
9. School cooperatives

10. Fisheries
11. Industries -

Vice President

Chairmen of State 
Liaison Committees of

1. Johore
2. Malacca
3. Negeri Sembilan
4. Selangor
5. Federal Territory
6. Perak
7. Penang
8. Kedah
9. Perlis

10. Kelantan
11. Trengganu
12. Pahang

4.2.1 The Central Level Activity
The Central level activity of the National Executive Committee's 

activities are carried out from time to time according to the programme decided 
by the Committee itself. This programme is normally organised with the 
cooperation of various parties including those within A N G K A S A  itself. Most of 
these activities cover various aspects of cooperative development in the country 
such as talks, seminars and conferences to obtain decisions on current issues at 
the national level which are affecting the M o v e m e n t  as a whole.

To facilitate the development of the various activities at the national 
level, a number of sub-committees were formed. One of them is the Service 
Bureau Sub-committee which, at present is running the department dealing with 
the salary deductions of m e m bers who are not 100% government employees. 
Next is the Pelancar Magazine Publication Unit sub-committee which since 1974 
has been running a department which publishes the Monthly Pelancar. The 
educational sub-committee is the third. It carries out the various cooperative 
educational programmes throughout the country.

4.2.2 The State Level Activity
The State level activity is the next main activity of A N G K A S A .  These are 

organisational activities which are carried out through State Liaison Committees 
formed in each State. These committees were appointed in the General Meeting 
of the States' Liaison Organisation. The Chairman of the State Liaison 
Committee automatically takes a seat in the National Committee.

The three main roles of the States' Liaison Committee are;

To become the liaising body between the National Executive 
Committee and the m e m bers in the various States.

- To assist the National Executive Committee in carrying out A N G K A S A  
activities in each State.

To carry out other duties as directed by the National Committee.
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The State Liaison Committee, apart from being a body designed to bring 
closer relations between A N G K A S A  and its members, is also the source of 
activities of the various schemes at State level which can be implemented by the 
Committee in line with the aims of A N G K A S A .  More detailed information on 
A N G K A S A ' s  members at State level is given in Appendix VI.

4.2.3 Functional Activities

Functional activities are also of great importance to A N G K A S A .  These 
are carried out through the functional groups which are classified according to 
the types of co-operatives.

Each functional group has its own committee appointed at a meeting of 
that group. Its chairman is also on the National Executive Committee. The 
functional activities committee's main functions are as follows:

- To bring together cooperative societies which are connected with a 
certain function into a group and encourage their participation in the 
various economic fields.

To collect information regarding economic activities and discuss 
further action to be taken,

- To become the media for assisting and implementing the functions of 
A N G K A S A .

The integration of functional groups at the national level appears to be the 
main factor whereby the economy of the cooperative sector can flourish. 
Appendix VII shows the situation according to the functions of co-operatives.

In its fifteen years of existence, A N G K A S A  has become recognised as a 
National Body of the Malaysian Cooperative Movement.

5. AGRICULTURAL COOPERATIVE M O V E M E N T
5.1 Agricultural Sector

Malaysia has a total land area of 32.8 million hectares of which 11.3 
million are suitable for agriculture. Thus far about 6.7 million hectares (60%) of 
it has been cultivated while the remaining 4.6 million hectares are available for 
future development. Malaysian agriculture is commodity-oriented with the 
plantation sector, which is commercially biased, concentrating on export crops 
such as rubber, palm oil, coconut, fruit, pepper, sago and other food crops.

The agricultural sector is characterised by the presence of an efficient and 
well-organised plantation sub-sector and the less-organised and less-sufficient 
smallholding (less than 40 hectares each) sub-sector. While the plantation sector 
is successful, dynamic and export-oriented sector, the small-holding sector 
experiences all kinds of constraints which have led to low productivity, low farm 
income and the occurence of a higher incidence of poverty among the small 
farmers.

Malaysia's economy is basically agricultural. Between 1970 and 1975 
agriculture, forestry and fishing had the biggest share (25.8%) in job creation, 
with manufacturing accounting for 18.4% of new jobs in the same period.
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Continued efforts were m a d e  to expand ennployment opportunities as well as a 
greater utilisation of the labour sector. Agriculture provided a total of about
2.067.000 jobs or 40.6% of the total employment in 1980, compared with about
1.715.000 jobs or 50.5% in 1970. N e w  employment opportunities were largely 
from the Federal and State land development schemes of which the Federal Land 
Development Authority (FELDA) and the Federal Land Consolidation and Rehab
ilitation Authority ( F E L C R A )  created a total of 92,300 jobs over the decade, 
alleviating poverty in the rural areas, particularly among rice and rubber 
smallholders. In view of the downturn in agriculture and increasing migration to 
urban areas, the Government recently reviewed its sectoral objectives and 
announced a National Agricultural Policy (NAP). Maintaining the emphasis on 
poverty alleviation, the N A P  objectives are: (a) maximization of farm incomes 
to improve the quality of rural life and facilitate retention of productive labour 
in the sector; (b) expansion of production of traditional and new export and food 
crops to revitalize the agricultural sector and to achieve food security.

The Government's main objectives have been pursued through two basic 
strategies; (1) land development and settlement to provide viable farm sizes and 
adequate incomes and to expand tree crop production for export through well 
organised and managed settlements; and (2) in situ development projects 
designed to consolidate small farms, rehabilitate idle lands, increase productivity 
and improve farm management. This has led to the development of large land 
settlement schemes by the State governments and F E L D A ,  irrigation projects by 
the Ministry of Agriculture; land rehabilitation by F E L C R A  and rubber 
replanting and mini-estate development programmes by RISDA.

Under the N A P ,  these strategies will continue. However, greater attention 
will be given to the problems of uneconomic farms, unprofitable crops and low 
productivity in the m  situ development projects. This includes mechanisation, 
promotion of group farming, with centralised management, and the intensifica
tion of integrated support services and credit for selected crops.

5.2 The Farmers* Organisation Authority (FOA)
In the Government's efforts to "better serve the needs of farmers' 

development in Malaysia", the Farmers' Organisation Authority was formed 
under an Act of Parliament in 1973. This organisation has jurisdiction over two 
key rural institutions: the Farmers' Associations and the Agro-based cooperative 
societies. Its first task is to amalgamate these rural institutions into effective, 
viable and efficient farm organisations known as Farmers Cooperatives.

The functions of F O A ,  as stated in the Act, are as follows;

(i) To promote, stimulate, facilitate and undertake economic and 
social development of farmers' organisations.

(ii) To register, control and supervise farmers' organisations and to 
provide for related matters.

(iii) To plan and undertake agricultural development within designated 
farmers' development areas.

(iv) To control and coordinate the performance of the above-mentioned 
activities.

In exercising these functions, the F O A  is vested with wide ranging powers, 
the most important of which include giving assistance to any farmers' organisa
tion, including financial assistance, by the taking up of shares or through loan
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capital; carrying on activities particularly to commercial and industrial enter
prises; initiating preliminary studies of possible agricultural development and 
redevelopment; establishing or expanding of companies under full or partial 
control of the Authority or independently.

The machinery for executing FOA's programme at the farm level is the 
area Farmers Cooperative (FC). In each area F O  has its administrative staff in 
the Farmers' Development Centre (FDC), which is comprised of a building(s) v/ith 
facilities for an office, meeting rooms, stores, tractor sheds, and facilities for 
training or other business activities.

The integrated farmers' development programmes as carried out by the 
F O A  at these F D C s  aim at ensuring that effectively organised services are 
available at the "farm-gate" level to smallscale farmers.

Concern for coordinating the efforts of various agencies in the Ministry of 
Agriculture in serving small farmers has led to the launching, by the Prime 
Minister, of the concept of Geractani. A m o n g  others, it has the objective of 
ensuring the full utilisation of the F D C s  as effective grass-root centres for 
farmers receiving various services. Such centres are also to be used by first 
level planning officers and government agents to do their ground level planning 
to avoid duplication of functions and to solve c o m m o n  problems.

The F O A  is headed by a Director General and presently operates with six 
functional divisions. They are: Administration and Finance, Planning and
Research, Agricultural Engineering, Audit, Organisational Management and 
Development. The F O A  has a bureaucratic hierarchy operating down to the 
various States in which all matters pertaining to farmers' cooperatives are under 
the responsibility of the State directors.

F O A  acts' as an umbrella organisation for the promotion and development 
of farmers in the country. It assigns management staff consisting of five 
officers headed by a Director General. These officers perform duties in the field 
of accounting, credit, agrobusiness, projects and farmers' development. At the 
lowest level of the organisation, the ordinary members are organised into small 
Agricultural Units on a local basis. Each unit sends representatives to the 
Members' Representative Assembly. The Board of Directors, whose m embers are 
being elected from and by the Members' Representative Assembly, implements 
policies and plans approved by the Assembly.

Based on the F O A  objectives and guidelines provided by it, each farmers' 
cooperative or farmers' organisation carries out a number of services which are 
required by members as follows:

Agricultural extension 
Credit

- Supply
Mechanisation 
Warehousing facilities 
Processing facilities 
Transportation 
Marketing

S o m e  of these activities are also performed by other related government 
agencies. For example, marketing services are also provided by the Federal 
Agricultural Marketing Authority and National Padi Board of Malaysia.
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The plans of F E L D A ,  during the period of the Fifth Malaysia Plan (1986- 
90), call for the consolidation of ongoing schemes covering some 92,000 ha, and 
initiating the development of about 83,000 ha of new land. While consolidation 
will focus on Peninsular Malaysia, new land development will concentrate on 
Sabah. About 30,000 new families are expected to be settled during the Fifth 
Plan. Total investment during 1986-1990 is estimated at about US$ 1 billion.

Information on agro-based cooperative societies for each State in Penin
sular Malaysia is given in Appendix VIII.

5.3 Cooperatives under the Fishing Development Authority (FDA)

The fisheries sector plays an important role in the overall Malaysia 
economy, in that it is a major source of protein, provides a sizeable contribution 
to foreign exchange earnings and employs a large number of people directly and 
indirectly in the industry. The Fisheries Development Authority was formed 
under the Act of Parliament on 1st of November 1971 in order to accelerate 
fisheries development and uplift the socio-economic well-being of the fishermen. 
With the passing of the F D A  Act 1974, all fishery cooperatives registered under 
the Cooperative Ordinance of 1948 and the fishermen's associations registered 
under the Fishery Union Act 1971 were brought under the control and supervision 
of the Fishery Development Authority.

F D A  is also to carry out the progressive integration of the fishermen's 
associations and the fishery cooperative societies to form a single organisation 
known as the Fishermen's Cooperative Society. The objective of this integration 
is to streamline activities to avoid overlapping and competition existing between 
these two organisations. The creation of the Fishermen's Cooperative Society 
also serves as a focal point for all government aid directed and channelled for 
the economic and social betterment of fishermen.

The objectives of F D A  :
1. To promote the socio-economic position of the fishermen

2. To expand and promote the fishing industry

The functions of the FDA :
1. To promote and develop efficient and effective management of 

fishery enterprise and the marketing of fish

2. To provide and supervise credit facilities for fish production and 
to ensure that these facilities are put to m a x i m u m  use

3. To participate in fishing enterprise activities, construction of 
boats and supply of fishing equipment

4. To promote, stimulate, facilitate and undertake economic and 
social development of fishermen associations

5. To register, control and supervise fishermen’s associations

Strategies of FDA :
1. To explore sources for fish in areas where full exploration has not 

been achieved

2. To undertake deep-sea fishing through joint-ventures with foreign 
investors

3. To launch freshwater fish/prawn rearing projects on a commercial 
basis to increase production of fish and create more employment.
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For the Fourth Malaysia Plan (1981-1985) F D A  formulated a systematic 
and integrated overall fisheries development programme. The strategy sought to 
develop the fisheries of Malaysia as follov/s:

1. Four fishing harbour complexes which were built during 1976-1980 
and which operate as infrastructural facilities were to be 
completed and one new one constructed

2. To facilitate the handling and marketing of fish, shore facilities 
such as cold rooms, auction halls and sorting and packing facilities 
were established

3. Fishermen's associations were encouraged to integrate their 
activities and to reduce their dependence on middlemen

4. Aquaculture, to supplement sources of protein and create 
employment opportunities for the rural people, were developed.

Activities of Fishermen*s Associations and Fishery Cooperative Societies :

1. Operate diesel oil stations, ice factories, . retail shops and 
marketing of fish

2. Deal with government subsidy plan

3. Deal with loans for fishermen from local banks for the purchase 
of fishing equipment and boat engines

4. Investing in fishing industry, such as buying shares in ice factories 
and fish fertilizer factories

5. Carry out fishing by using trawler boats

6. Run businesses in spare parts for boats and trawling equipment

7. With cooperation of the Fishery Department, hold courses in 
repair of engines and techniques of sailing

8. With cooperation of the Cooperative College of Malaysia, provide 
courses in cooperative management methods and leadership 
course for members and committee m e m bers of cooperatives.

Types of Projects Profit
(M$)- (%)

Turnover
(M$) (%)

Petroleum products 231,759 69.0 14,862,634 67.7

Fish marketing 2,996 0.9 2,643,027 12.0

Provision shops 37,583 11.2 1,712,801 7.8

Ice 25,036 7.4 1,271,591 5.8

Aquaculture 28,198 8.4 1,076,180 4.9

Transportation 10,098 3.0 340,691 1.6

Others 20,561 6.1 61,582 0.3

Total : 351,109 21,968,506
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Data relating to Area Fishermen Associations and Fishermen Cooperative Societies 
as at 31 December 1984 are given in the following table (by States):

States No. of AFA/FCS Membership
A F A  F C S  A F A  F C S

1. PERLIS 1 - 1,202
2. K E D A H  4 10 4,422 1,809
3. P E N A N G  4 9 3,744 1,731
4. P E R A K  7 7 7,350 • 3,556
5. S E L A N G O R  4 1 5,121 1,438
6. N E G E R I  S E M B I L A N  1 - 2 5 7
7. M E L A K A 1 1 1,565 225
8. 3 0 H G R E 8 7 5,204 4,508
9. P A H A N G 4 2 2,333 341
10. T E R E N G G A N U 9 5 6,991 430
11. K E L A N T A N 4 3,323
12. S A R A W A K 10 3,524

Sub-Total ; 57 42 45,036 14,038

T O T A L 99 (AFA+FCS) 59,074

The associations and fishermen cooperatives are also running certain social
projects for the members. The data on these i 
December 1984):

activities are as follows (31

Activity No.of Projects
(by A F A )

No-of Projects
(by FCS)

Total

Funeral aid 9 1 10
Education aid 10 6 16
General welfare 5 4 9
Household economy 3 - 3
Loan to members 4 6 10
Savings of members 2 - 2
Fishermen halls 4 - 4

Total: 37 17 54

While recognising the need to maintain, improve and develop the artisanal 
fisheries sector, F D A  has also set itself a target of developing and expanding the 
commercial and industrial fisheries of the country in the near future.

The implementation of the FDA's Programme will create new jobs for 
fishermen and shore-based operations and numerous employment opportunities to 
boat builders, repairers, net makers and those who are involved in fish 
marketing. Most of the marine fisheries projects will be implemented on the 
East coast of Peninsular Malaysia, while the development efforts on the West 
coast will be channelled selectively to specific areas in the depressed fishing 
villages and areas. This will satisfy the need for a balanced development in the 
context of the overall objectives of restructuring the fishing community along 
the lines of the N e w  Economic Policy.



6. COOPERATIVE EDUCATION A N D  TRAINING
6.1 Cooperative College of Malaysia

The Cooperative College is the one and only institution for cooperative 
education and training in Malaysia. It was set up in 1956 with financial aid from 
the "Colonial Welfare and Development Fund". The Government made its 
contribution by adding extensions to the buildings of the College in 1959, 1964 
and 1982. The College was incorporated (under an Act of Parliament) into a 
Statutory Body in 1968. At present the College is under the Ministry of National 
and Rural Development.

Since its establishment the administration of the college has been financed 
from the Cooperative Education Trust Fund, which was set up with contributions 
from the net profits of cooperative societies. In the beginning this contribution 
was ma d e  on a voluntary basis. However, since its incorporation as a Statutory 
Body, cooperative societies are legally required to contribute 2 %  of their net 
profit into this Education Trust Fund.

As a cooperative training institute, the College is responsible for providing 
training and education, especially in the field,of cooperative management, to the 
cooperative movement. A m o n g  other things the college is responsible for:

(i) Conducting courses in the field of cooperative studies and such 
other courses of study as are considered appropriate by the college

(ii) Printing, publishing or helping in the printing and publishing of 
books regarding cooperation and related matters

(iii) Carrying out cooperative research and providing advisory service 
to cooperatives.

The College conducts "in-service" training programmes for government 
officers of departments concerned with the cooperative mov e m e n t  such as the 
Cooperative Development Department, Farmers Organsation Authority and Fish
eries Development Authority. Training programmes for officers from other 
statutory bodies such as RISDA, F E L D A  and F E L C R A  are also conducted by the 
College.

The College also conducts training and education programmes for board 
members, staff and members of cooperative societies.
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The courses run by the College are as follows:

Weeks
1. Cooperative Administration 2

2. Business Management 2

3. Financial Management (Accounting &  Auditing) 2

4. Specialised Business Courses for Cooperatives 2

5. Certification in Cooperative Management 12

6. M A T C O M  (different subjects) 2 each course

7. Special Course for overseas participants 5

8. Specialised Courses and Seminars for as per
government officers or cooperatives request
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The training methodology at the College consists of lectures, discussions, 
tutorials and case studies. In addition, study visits and practical training at 
various cooperative societies are also arranged. The College presently has an 
acadennic staff of 28 lecturers. Of these 3 are senior lecturers, 17 are lecturers 
and 8 are assistant lecturers. The acadennic staff is divided into three 
selections: Cooperative Principle and Administration, Financial Management,
and Business Administration.

The College is administrated by a Council of 18 m e m bers who are elected 
for a period of 2 years. A  m e m b e r  can be re-elected to the Council for a further 
period of 2 years.

A  special five-v/eek programme is designed for participants from develop
ing countries under the Malaysian Technical Cooperation Programme. This 
programme consists of 3 v/eeks of lectures and 2 weeks of practical attachment- 
/study visit to cooperative societies and cooperative organisations. The objective 
of the programme is to enable participants to upgrade their leadership and 
m a n agement skills by recognizing the salient features of a cooperative enter
prise and the basic elements necessary for its effective and efficient m a n a g e 
ment.

The participants of this programme are usually representatives of South- 
East Asian and Pacific countries w h o  hold positions such as: managers,
supervisors, senior staff and board m e m b e r s  of cooperative societies; or staff of 
government departments in charge of cooperatives.

Curriculum of the programme is as follows:

I. Cooperation:

- Background and principles of cooperation 

So m e  basic aspects of cooperation

- The basis and limitations of cooperative enterprise

- Agricultural cooperation

- Consumer cooperation 

Integration

The Rochdale Principles of modern cooperatives 

The history and development of cooperative principles 

The economics of a cooperative enterprise

II. Cooperative L a w  and Administration:

Organisation of cooperative

- Special features of cooperative legislation in developing 
countries

Malaysian cooperative law

III. Basic Management

IV. Personnel Management

V. . Accounting
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Organisational Structure -  Cooperative College of Malaysia

Academic Staff
Training Research

Supporting Staff
LibraryAdministration 

&  Financial

The hostel facilities at the College can accommodate a m a x i m u m  of 240 
participants. There are 8 lecture rooms and a well-equipped library with a 
collection of 18,000 books.

As most cooperative societies cannot afford to have in-house training 
facilities or use those of the private sector, their only practical alternative is 
the Cooperative College. This places a heavy responsibility on the Cooperative 
College to intensify its training programme for the development of the coopera
tive movement. For the six-year period (1985-1990) the College plans to conduct 
a total of 410 courses at its premises in Petaling Jaya and to assist cooperatives 
and government agencies in conducting another 730 courses.

College Courses/Seminars
Courses Jointly Organised Consultancy Total

Year Services (Courses &
No. No.of No.of No.of (No.of Consultancy
of particl- pro- partici- Cooperatives) Services)

courses pants grammes pants

1985 60 2,400 120 7,200 70 250
1986 65 2,600 120 7,200 70 255
1987 65 2,600 120 7,200 70 255
1988 70 2,800 120 7,200 80 270
1989 70 2,800 120 7,200 80 270
1990 80 3,200 130 7,800 90 300

Total 410 16,400 730 43,800 460 1,600

7. THE C O N S U M E R  COOPERATIVE M O V E M E N T
The consumer cooperative m o v e m e n t  in Malaysia has quite a long history; 

the first consumer society was registered in 1936. Between 1941 and 1950 
progress was slow and by 1950 there were only 21 registered cooperatives. The 
development was accelerated in the 1950s. At that time, the prices of essential 
goods increased and there were shortages and adulteration of goods in the 
country.



-  22 -

At that situation, the Government promoted and encouraged the formation 
of consumer cooperatives. As a result of these measures, the number of 
consumer cooperatives in 1956 reached 248 with total turnover of M $  23.5 
billion. Cooperative shops were set up in Malay kampungs (villages), places of 
employment, Chinese new villages, urban areas and in the Land Development 
Schemes.

7.1 The Malayan Cooperative Wholesale Society Ltd. (MCW5)
The M C W S  was established in 1949 with the objective of supplying the 

consumer societies throughout the country with goods at reasonable prices. In 
the 1950s, consumer cooperatives were given "special position" by the Govern
ment. Under a system of strict control of the sale of certain essential goods, 
permission was only given to cooperatives and shops to carry, stock and sell 
essential foodstuff in food-restricted areas, such as the Chinese N e w  Village, and 
in rural areas. Even with this special status and with financial assistance 
provided with the Government guarantee, M C W S  still faced financial difficulties 
mainly because of bad management and failure of societies to meet their 
obligations to M C W S .

By the end of 1960 ma n y  government restrictions on the supply of goods 
were lifted and cooperatives lost their special position. They now had to 
compete with a private sector that was developing very fast.

As a result the consumer cooperative m o v e m e n t  was adversely affected 
and the number of retail cooperative stores dropped in 1962 to 204, from 248 in 
1956. Most of the remaining stores were not functioning satisfactorily and were 
proving to be uneconomical. At present, M C W S  is virtually non-operational.

7.2 The Malaysian Cooperative Supermarkets Society (MCSS)

The MCSS, registered on the 21st of June 1973, grew out of a sense that 
consumer cooperative societies were not having the impact on the economy of 
the country they were meant to have. Realising this situation, it was decided by 
the leadership of the cooperative m o v e m e n t  to strengthen it and a resolution was 
passed at a Cooperative Union of Malaysia meeting in 1969 to set up a 
supermarket. Such a move, it was felt could m a k e  an impact on the consumer 
cooperative m o v e m e n t  in the country and help to m a k e  available to consumers 
and particularly cooperative members essential and quality goods and c o m m o d i 
ties of a wide range at more reasonable prices. It was also seen as an 
opportunity for consumers to invest in and be part-owners of a supermarket 
venture and to improve their economic position through dividends and patronage 
refunds.

The society a m m e n d e d  its By-laws in 1980 with respect to share capital, 
lowering its per unit value share from M $  1,000 to M $  100 so as to bring the cost 
of shares of the society more within the reach and capacity of the individual 
consumer to subscribe. The development of the society between 1980 and 1984 
was as follows:

1980 1981 1982 1983 1984
M e m b e r  Societies 48 49 50 50 51

Individual Members;
Fully paid up 115 205 220 274 322
Subscribing 248 183 177 175 185
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As at the end of 1984, the five biggest shareholders in the society were:

Shareholding Percentage 
M $  of Total

1. The Cooperative Central Bank Ltd. 360,000 17.95

2. The Malaysian Cooperative

Consumer Society Ltd. 305,000 15.21

3. The Malaysian Cooperative
Printing Press Society Ltd. 281,000 14.01

4. The Federation of Housing
Cooperative Society Ltd. 280,000 13.96

5. The Malaysian Cooperative
Insurance Society Ltd. 120,000 5.98

The Board of Directors of the Society is comprised of 9 delegates from 
m e m b e r  societies and 6 from individual shareholders.

A  4 %  dividend was paid to m e m bers in 1981, increasing to 6 %  for 1982. 
Reflecting further the good progress ma d e  by the supermarket, the year 1983 
saw a further increase in the dividend rate to 8%, the same rate for 1984. The 
Society introduced a patronage return scheme to its members in 1982, where a 
certain percentage of a patronising member's shopping for the financial year was 
paid back to the members in the form of a 5 %  rebate. This has just recently 
been increased to 1 0 %  to both reflect the good progress m a d e  by the super
market, to encourage more patronage by its members and to lure more 
consumers to join as members.

7.3 Other developments

Other large cooperatives have also ventured into chain stores, super
markets and mini-markets. These ventures, however, have not always been 
successful.

The Shamelin Cooperative has established a number of branch stores in 
m a n y  towns and villages in Peninsular Malaysia. Shamelin's membership is open 
only to Malays, and has as its primary objective to help Malays in business, 
especially those in the rural areas. At present, this cooperative society has 
embarked on a franchise system whereby, initially, 3,990 retail outlets would be 
given franchises to sell certain goods and provisions. Shamelin, as the fran
chiser, would establish 29 depots to serve these retail shops that will bear 
Shamelin's labels and price tags.

The Malaysian Multi-purpose Cooperative earlier established a chain of 15 
mini-markets. By the late 1970s, however, all these mini-markets were closed 
down as they were not able to compete with the local private sector.

The Police Cooperative, which had set up 15 cooperative shops, found this 
traditional line of activity of small retailing shops not viable and hence closed 
them down. Similarly, the A r m e d  Forces Cooperative also closed its 5 consumer 

shops.
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As at the end of 1985, there were 226 consumer cooperatives with a 
membership of 85,223 people and share capital of M $  19,959,000 (excluding 10 
multi-purpose cooperatives that also deal in this activity). Although the number 
of consumer cooperatives has declined, the paid-up capital of the existing 
consumer cooperatives has increased marginally. The turnover rose to 
M $  168,120,551 in 1983, an increase of 23% over that of 1982.

7.4 The Malaysian Cooperative Consumer Society Ltd. (MCC5)

The M C C S ,  formerly known as the Malaysian Cooperative Agencies Society 
Ltd., was formed in 1969 by the Malaysian Cooperative Insurance Society Ltd. 
(MCIS) and the Central Cooperative Bank (CCB). Its main aim was to provide 
service to the cooperative m o v e m e n t  in the country by carrying out various 
business activities.

Currently, the MCCS's principal business activities can be categorised 
under 5 main divisions, namely;

(i) Consumer Home Appliances ;
Under this scheme, the M C C S  act as the agent for several brands of 
electrical appliances. It has 22 showrooms all over Malaysia. In 
1982, a consumer credit scheme was introduced whereby personal 
loans were given to individuals by the C C B  to enable them to 
purchase these items, with a m a x i m u m  credit period of 36 months.

(ii) Product of Cooperative (PROKOP) :
P R O K O P  products are ma d e  by some of the leading electronics and 
h o m e  appliance manufacturers. They include: T V  sets, video
records, refrigerators, gas cookers, stoves, fans, electric kettles and 
sewing machines. Members are able to obtain such goods through 
cash or hire-purchase schemes.

(iii) Trading Division :
M C C S  imports consumer goods in bulk and sells them to other 
cooperative societies as well as to the open market at wholesale 
prices.

(iv) Tours and Travel Division :
This Division is an agent for all leading airlines and holds ticket 
stocks. The agency organises individual and group tours to different 
countries in Asia and Europe throughout the year, especially during 
school holidays and festival seasons. Individuals can participate in 
these tours on a cash basis as well as on a "Fly now, pay later" basis. 
Loans for this scheme are obtainable from the Central Cooperative 
Bank under its Holiday Savings Plan Scheme.

(v) Supermarket Division :
The society has started its Komart supermarket project with 
technical assistance provided by the Japanese Consumers' Coopera
tive Union. These supermarkets are being established in strategic 
areas in the city and in other parts of Peninsular Malaysia. It is 
hoped that these outlets will act as a buffer against the ever- 
increasing price hike of consumer goods.
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The operations of Komart outlets are at present centralised with directives 
issued from the headquarters of the M C C S .  Decentralisation of operations at 
the State level will occur v^hen the Komart stores are registered as cooperatives. 
As a consumer cooperative, Komart has - as its overall goal - to undertake a 
profitable business so as to provide the essential daily requirements for its 
m e m bers particularly, and for consumers in general. In addition, land will be 
purchased to carry out the production of agricultural produce and livestock to be 
sold to the outlets. The construction of buildings for use as processing centres, 
distribution centres and warehouses is another activity that will be undertaken. 
It is planned that Komart would also participate in joint ventures with other 
cooperatives in areas where it operates, for example, in the production of 
agricultural produce and livestock rearing.

Membership of M C C S  is as follows:

The Cooperative Central Bank Ltd.

The Malaysian Cooperative 
Insurance Society

National Land Finance Cooperative 
Society Ltd.

Johore Cooperative Industrial 
Development Society Ltd.

Cooperative Autoworks (M) Berhad

Equity Interest
M $ %

3,000,000 61.7

1,599,000 32.9

250,000 5.2

10,000 0.2

1,000 -

4,860,000 100.0

Being the major shareholding m e m b e r  of the society, the C C B  has acted to 
ensure the successful operations of the society. It has provided the society with 
financial assistance and management expertise through its Management Services 
Division and it is particularly active in the operation of the society at a board 
level.

8. C R E D I T  A N D  B A N K I N G  C O O P E R A T I V E S

Credit and banking cooperatives are the oldest cooperatives in the country 
and form the backbone of the movement. At the end of 1984, there were 350 
credit cooperatives with a membership of 780,770, a share capital of 
M $  551,700,000 and assets valued at M $  2,012,946,000, not including about 100 
multi-purpose cooperatives that also engage in this activity.

The main cooperative banking activities are carried out by Bank Kerjasama 
Rakyat Malaysia (Bank Rakyat), Cooperative Central Bank (CCB) and Bank 
Persatuan Seberang Perai in Penang. Police cooperative holds a 2 0 %  equity in 
the Oriental Bank and Military Cooperatives holds an equity in the Pacific Bank.

The Cooperative Central Bank, registered in 1966 with 71 affiliated 
cooperative societies and share capital of M $  329,125, has shown satisfactory 
progress and success. The following table shows the five-year performance of 
C C B .
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1980 1981
(in

1982
million

1983
M$)

1984

3.88 8.29 9.89 20.52 25.93

1.65 2.19 4.63 8.92 16.84

120.80 155.50 262.30 482.00 1065.50

105.45 130.64 226.93 421.99 945.99

79.80 114.40 196.70 326.50 641.90

99.90 120.80 143.70 179.30 220.80

178.00 185.00 205.00 220.00 233.00

Reserves and Unappropriated 
profit

Profit (Surplus)

Total Assets

Deposits

Loans

Membership - Individuals 
(thousands)

Membership - Societies

The Bank is playing an important role in promoting and developing the 
business activities of its associates and its subsidiary. The object is to diversify 
operations with a view to actively encourage the consumer m o v e m e n t  in the 
country. C C B  partic-ipates in the activities of the following organisations:

The Malaysian Cooperative Consumer Society (MCCS)
- The Federation of Housing Consumer Cooperatives Ltd. (FHC)

The Malaysian Cooperative Supermarkets Society Ltd. (MCSS)
- The Malaysian Cooperative Printing Press Society Ltd. (MCPPS)
- B P K  Credit and Leasing Sdn. Bhd.
- Bank Buruh (M) Bhd.

The Bank is providing credit facilities to a wide spectrum of members. The 
Bank's policy and strategy has been to offer credit facilities to a cross-section of. 
the Malaysian public in the Bank's membership in order to generate income to 
finance the needs of the basic cooperative sector, especially the low-income 
earning members, by way of consumer credit loans at low rates of between 8 %  to 
9 %  p.a. C C B  is also financing cooperative societies in major projects like 
housing construction and development, cultivation of palm oil, palm oil refinery, 
wholesale and retailing. These loans were granted at preferential interest rates. 
The balance of loans advanced to cooperative societies as at 31 December 1984 
was M $  122.3 million as compared to M $  55.4 million at the end of 1983.

9. INSURANCE
The Malaysian Cooperative Insurance Society (MCIS) was registered in 1954 

and is the only cooperative society engaged in insurance undertakings in the 
country. It is a secondary level society with mixed membership; 133 m e m b e r  
societies and 130 individual m e m bers who are policy holders. M C I S  has a paid-up 
capital of M $  1.5 million and assets valued at M $  263 million. The total value of 
life policies currently in force is close to M $  900 million and monthly premium 
receipts are estimated at M $  3.5 million.

M C I S  launched on a diversification programme of its investment in 1962 to 
enable and facilitate its m e m bers to participate in various investment projects 
and take advantage of the opportunities which they could not have envisaged or 
afforded on their own. For example, the M C I S  H o m e  Ownership Plan was 
launched in 1962 to enable its members to acquire their own homes on moderate 
terms.
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The M C I S  Paim Oil Investment Plan was introduced in January 1966 to 
provide policy holding m e m bers an opportunity to invest in the scheme initiated 
by the Trengganu State Economic Development Corporation. MCIS also m a d e  an 
investment in the share capital of the Malaysian Cooperative Printing Press 
Society Ltd. and took the initiative in forming the Malaysian Cooperative 
Agencies' Societies Ltd. (MCAS), in partnership with C C B ,  in 1969.

In the 1970s, M C I S  entered into joint venture schemes with Kirloskar 
Electrical C o m p a n y  of India to form the Indo-Malaysia Engineering C o m p a n y  
Sdn. Bhd.; the Malaysian Cooperative Industrial Development Society (MCIDC); 
the Cooperative Autoworks Malaysia Bhd. (CAM); and the MC I S  Safety Glass 
Sdn. Bhd.

In recent years, 1981 was a year of consolidation. Measures were taken to 
review and restructure the investment portfolio of the Society with a view to 
enhance, reinforce and fortify the Society's financial base and standing, an area 
that warranted immediate attention and was a priority area. N e w  investments 
were m a d e  and strategies developed following guidelines set out to achieve 
higher returns consistent with security, sound foresight and other pre-requisites 
of prudent investments.

Investment Income - The investment income of M C I S  has registered 
significant gains since 1980. F r o m  an investment yield of M $  12.1 million in 
1980, the investment yield for 1984 has almost doubled- at M $  23.12 million in
1984.

Assets - The assets of the Society have recorded a steady and Impressive 
growth pattern since 1980, rising from M $  196.14 million in 1980 to reach 
M $  289.32 million in 1984.

Bonuses Declared - After a stagnant period, the Society declared a 
reversionary bonus of M $  37 per M $  1,000 sum assured for years 1980 to 1983.

10. L A N D  DEVELOPMENT COOPERATIVES
This type of cooperative has been developed in order to avoid displacement 

of settlers from large rubber estates owned by foreign interests. Presently there 
are 33 such cooperatives in the country with 92,535 m e m b e r s  and M $  43.1 million 
in share capital. The total acreage of land that has been developed by these 
societies is about 58,000 hectares.

The National Land Finance Cooperative Society (NLFCS) is the largest of 
these cooperatives in Malaysia. W h e n  European owners of the large plantation 
companies were selling off their interests in the i960s, the N L F C S  was formed 
to mobilise the financial resources of the estate workers by way of shares. The 
funds were used to purchase some; of the estates, including those fragmented 
ones.

At present, a quarter of a century since the purchase of the first estate 
(1961) 21 plantations have been purchased and the N L F C S  has become a giant 
plantation organisation. It has diversified into agro-based industries and 
agencies. The N L F C S  has a total membership of about 75,000 and employs some
4,000 workers in its estates and industries. The membership of the Society has 
been increasing and correspondingly the share capital has been enhanced. It now 
stands at more than M $  35 million and in 1984 the Board of Directors approved a 
dividend of five percent.
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Though originally the N L F C S  invested only in rubber and palm oil estates, 
it has through the years ploughed back its returns into other agricultural fields - 
the 21 plantations in the N L F C S  fold now also grow coconuts, cocoa, coffee and 
tea.

The society granted educational loans totalling M $  350,000 to 140 students 
attending local universities in 1984. This Higher Educational Scheme, which was 
initiated in 1982 as a fornn of service for the economic uplift of the members of 
the Society, has attracted 655 m e m bers as at 31st D e cember 1984.

11. SCHOOL COOPERATIVES
Cooperatives were introduced in the schools in 1968 after a joint agree

ment of the Ministry of Agriculture and the Ministry of Education. Cooperatives 
are set up to undertake economic functions as well as to promote cooperative 
education and to combat rising prices of school requisites and services.

Membership of school cooperatives is open to all students, past students, 
teachers and employees of the school, as well as the school itself as an 
institution. School cooperatives offer a wide range of activities relating to 
managing school services. They provide for the distribution of teaching aids and 
equipment, operate school canteens, run bus services and operate small poultry 
farms. These cooperatives play a positive role in the development of healthy 
attitudes and bring about an awareness of the importance of savings, mutual 
help, self reliance and the principles of cooperative democracy. Students also 
learn the theories and experience the practices of business.

■The National School of Cooperatives was established in 1975 and registered 
as a secondary cooperative. Its membership is only open to school cooperatives. 
A m o n g  its objectives are:

- To act as a central pool of funds of school cooperatives and to invest 
such funds

- To provide credit to school cooperatives

To supply school cooperatives with school requisites 

To spread cooperative knowledge.

At the beginning of 1985 there were 470 school cooperatives in Peninsular 
Malaysia with some 260,208 members. The cooperatives have accumulated more 
than M $  1.5 million in share capital and assets worth M $  7.8 million. Their 
annual volume of business has exceeded M $  10 million.

12. HOUSING COOPERATIVES
As at the end of 1984, there were 120 cooperative societies carrying out 

housing projects, of which 63 are housing cooperatives with a membership of 
51,463 and accumulated shares amounting to $20 million. The cost of houses 
built by cooperatives is within the means of the members and is found to be 2 0 %  
cheaper than the normal market price. Linder the Fourth Malaysian Plan, 
cooperatives were expected to build 15,000 units of houses at an estimated cost 
of M $  933 million.

The following statistics illustrate the growth of the housing cooperatives in 
Malaysia from 1949 until 1977; it is to compare with the present situation and to 
see the rapid development in this area.
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1949 1957 1970 1977

2 30 61 60
330 4,593 13,369 22,422

21,700 1,409,755 6,701,794 11,804,447
143,100 7,452,986 79,475,021 103,220,814

No. of cooperatives 
Membership 
Share capital (M$)
Total assets (M$)

Ownership by cooperatives has been achieved by the following methods:

1. Cooperatives develop their own housing schemes and then sell 
them to their members.

2. Cooperatives m a k e  bulk purchase at a discount of houses 
constructed by the private sector and other developers and sell 
them to members.

3. Cooperatives, such as thrift and loan society or multi-purpose 
cooperatives, grant loans to their members to finance them in 
buying houses of their own choice.

4. Cooperatives grant loans to their members to finance 
construction of houses of their own on land owned by them.

Sources of finance for the housing cooperatives and other cooperatives 
undertaking housing activities include;

1. Cooperatives Central Bank, Malaysia Cooperative Insurance 
Society, Thrift and Loan Cooperatives, Multi-purpose 
Cooperatives

2. The Government

3. Government Agencies, e.g. U D A ,  M A R A

4. Commercial Banks

5. Finance Companies, e.g. M B S B

Progress in housing projects was enhanced with the establishment of 
the National Housing Cooperative Society in 1977.

12.1 The Federation of Housing Cooperatives
This Federation was formed in 1957 and is now undertaking housing 

development, construction, management services and furniture retailing. In 
July 1984, the Society opened its first furniture showroom in Kuala 
Lumpur. It retails both office and h o m e  furniture. The Federation is 
undertaking also to manage and develop a housing project in Kuala Lumpur 
which includes construction of 326 units of double-storey link houses, 34 
units of double-storey terrace houses, 256 units of low cost flats, 20 units 
of 3-storey shop houses, and^20 units of 3-storey light industrial units. The 
project is expected to be completed by the end of 1986.

The following table illustrates the growth of the Federation's 
activities:
..........  1982 1983 1984
Membership; ----  ----  ----

Individual 225 244 245
Societies 18 19 20

Share capital (M$) 450,500 731,300 1,005,500

Total assets (M$) 1,099,666 2,862,149 4,745,319
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This type of cooperative has proven to be a m ong the nnost difficult to 
achieve success. Stiff competition, lack of workshops and other related services, 
lack of capital and trained management are the main problems of these 
cooperatives. At the beginning of 1985, there v»/ere 131 transport societies with 
83,711 m e m bers and accumulated shares of M $  14.82 million.

The vehicles owned by these cooperatives include 433 taxis, 160 passenger 
buses, 535 transport lorries, school buses and others. They also have several 
motor and spares workshops.

13. TRANSPORT COOPERATIVES

14. COOPERATIVE PRINTING PRESS SOCIETY

The Society was formed in January 1962 with the following objectives:

1. To undertake printing needs of cooperative societies and 
cooperators

2. To print literature, leaflets, magazines and other material on 
cooperative matters

3. To publish books, newspapers, periodicals and other papers of 
interest to cooperators

4. To stock and supply stationery required by cooperative societies 
and others

5. To undertake on behalf of the Government, statutory bodies and 
other organisations the printing of papers, documents, books and 
other material of the same nature

6. Generally to do all things for the furtherance of the cooperative 
movement.

•

The Society underwent a complete reorganisation in 1983 which produced 
positive results and the society recorded profits on its printing operations. It is 
no w  extending its service to the private and public sectors besides the coopera
tive sector. The higher margins obtained from the private and public sector jobs 
has enabled the Society to offer attractive and even lower prices to the 
cooperative sector.

15. INDUSTRIAL COOPERATIVES
Industry is relatively new to cooperatives in Malaysia. There are 23 

cooperative societies with 15,632 m e m bers and M $  4.2 million in share capital. 
Their activities include hotel industry, manufacturing of fertilizer and 
pesticides, electrical appliances, batek industry and the charcoal industry. A  
national level society, Konsortlum Koerasi Nasional Berhad ( K O N S K O O P )  was 
formed to promote participation of cooperatives in big industries at the 
International level.
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Ma n y  unifunctional cooperatives have been turned to multi-purpose activi
ties over the last few years. A  number of small cooperatives have merged into 
one large one to pool their resources together in order to be able to carry out 
more effective and competitive projects for the benefit of their members.

At the beginning of 1985, there were 367 multi-purpose cooperatives in 
Peninsular Malaysia with a total share capital of more than M $  302 million and 
876,434 members. A m o n g  the activities which they carry out are: credit,
housing, consumer, transport, land development and industrial functions.

16. MULTI-PURPOSE COOPERATIVES

17. Y O U T H  COOPERATIVES

The youth are involved quite actively in the cooperative mov e m e n t  of the 
country. There are youth cooperative societies at the State and National levels.

At the National level, the National Youth Cooperative ( K O B E N A )  is the 
biggest of this type.

K O B E N A  began with humble origins. In 1975, the country's youth m o v e 
ment consisting of 3,000 youth clubs was well advanced in the socio-political 
front. There was a need, however, to strengthen the economic positions of these 
youths. The Ministry of Culture, Youth and Sports started the Youth Business 
Programme in 1976 and the Government presented K O B E N A  v/ith a launching 
grant of M $  0.5 million. It was also able to get a M $  2.5 million loan which was 
paid periodically as work projects emerged. By the end of 1977, the first 
foundations were laid. K O B E N A  started investing in shares, applied for tenders 
and scouted around for suitable housing land. In 1978 it was beset with .problems 
caused by the lack of an effective top level management. Administrative and 
financial systems were slackened with quite predictable results.

In 1980 K O B E N A  diversified its business interests into motor cars, trading, 
construction, housing, warehousing and insurance. Simultaneously, subsidiaries 
were set up to take on new challenges. Thereafter, an expanding network 
spread throughout the nation. For the first time, K O B E N A  showed profits in 
1980; after covering losses of previous years, it m a d e  a M $  1.7 million profit.

Presently, K O B E N A  is involved in the following activities;

1. Housing and property development - 8 housing projects in Peninsular 
Malaysia

2. International and local trade

3. Travel and tours
(This activity started in 1980 and involves ticketing - domestic and 
worldwide - reservations,' bookings and transfers. With associates in 
London, there are plans to branch towards a wider network in Europe 
and to probe possibilities into the U S A  and Saudi Arabia)

4. Motor import and distribution
(It was set up in 1983 as a distributor for Suzuki, Mazda and Peugeot 
automobiles)

5. Insurance broker

6. Construction



-  32 -

7. Advertising, marketing and public relations agency

8. Warehouses
(There are 7 warehouses ranging from 22,000 to 30,000 sq.ft. in area)

9. Manufacturing

10. Training of construction workers

11. Brick factory.

K O B E N A ' s  Regional Offices (10) provide for an extensive coverage of 
Peninsular Malaysia. Each office functions individually under its own Head but 
reports directly to K O B E N A  Headquarters.

18. W O M E N  IN COOPERATIVES

W o m e n  have quite recently begun to take an active part in the cooperative 
movement. In Malaysia, where w o m e n  are involved in cooperative activity, they 
prefer very often to form their own women's societies or other women's groups, 
such as associations, where they can help solve their own special problems which 
revolve around the h o m e  and families. One reason for this is that, although 
social barriers are disappearing, w o m e n  are still reluctant to accept leading roles 
in established societies where, because of their longer experience and knowledge, 
m e n  have dominated.

The first women's cooperative was registered in 1949. At the beginning of 
1966, there were 101 such cooperatives, both in urban and rural areas. They 
were first registered as thrift and credit societies but later some of them 
ventured into new activities - running of sundry shops, small-scale farming, 
cottage industry, live-stock breeding - and they were re-registered as multi
purpose cooperatives. There are now 32 registered societies with a membership 
of 9,183.

The following table gives a picture of the women's cooperative m o vement 
as at the beginning of 1980.

State
No.of

Societies*
Membership Types/Functions

Selangor 4 4,519 Multi-purpose

Perlis 2 160 Thrift and loan

Penang 4 392 Thrift and loan

Johore 13 2,330 Thrift and loan, multi-purpose

Perak 3 310 Thrift and loan

Malacca 1 385 Multi-purpose

N. Sambilan 3 856 Multi-purpose

Pahang 1 160 Multi-purpose

Kelantan 1

32
71

9,183
Thrift and loan

Cooperatives registered by Cooperative Department
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In rural areas w o m e n  cooperatives often do not engage in agricultural 
programmes. In fact, m a n y  are rural credit societies which provide loans to 
members for agricultural and non-agricultural purposes (for example, for 
children's education). In M a y  1975, a Women's Participation Unit was created 
within the FOA's structure to be responsible for the female membership in 
farmer cooperatives. The objectives of this Unit are as follows:

1. To encourage more w o m e n  to become members of farmer cooperatives

2. To mobilize and encourage less active w o m e n  members to participate in 
farmer cooperative projects and activities

3. To encourage viable agro-based women's cooperatives

4. To participate in programmes directed towards improving family 
income and welfare

The W o m e n ’s Participation Unit programmes are centred around five major
areas:

1. Increasing farm production through cultivation of cash crops and food 
crops

2. Encouragement of poultry rearing projects

3. Setting up tailoring shops to cater for the needs of farmers' families 
(including school uniforms)

4. Promotion of handicrafts, cooking and preservation of food and other 
cottage industries.

5. Other related projects, such as setting up retail shops and cattle rearing

In July 1980, the Fisheries Development Authorities decided to form a
women's unit within the fisheries cooperatives. The objectives of the unit are as
follows:

1. To promote better ho m e  life activities

2. To improve the health of fishermen's families

3. To encourage fishermen's wives to participate in the fisheries co
operative projects

To encourage more women's involvement in cooperative societies, 
A N G K A S A ,  as an apex organisation, established a Women's Unit in 1975. This 
unit coordinates with the women's units of F O A  and FDA. The main objective of 
this unit is to provide cooperative education to both rural and urban w o m e n  
members.

There are ma n y  women's organisations and associations in Malaysia, the 
largest of which is the United Malayan National Organisation of W o m e n  (UMNO). 
It has its own cooperative society whose main activities are investments and 
catering. All women's organisations are members of the National Council for 
Women's Organisations of Cooperatives (NCWO), including the A N G K A S A  
Women's Unit.

19. COOPERATIVE DEVELOPMENT IN SABAH
The cooperative m o v e m e n t  in Sabah (formerly North Borneo) was officially 

launched on 1 January 1959 when the Cooperative Societies Ordinance No. 3,
1959, Sabah, c a m e  into force. In the beginning the cooperative service office 
was attached as a Branch to the Department of Agriculture in Sabah. With the 
advent of Malaysia on 16 September 1963, the cooperative service was detached
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from the Department of Agriculture and became a regional branch of the 
Cooperative Development Department of Malaysia. The department in Sabah is 
v/holly responsible for all the duties of promotion, formation, registration, 
supervision, audit and liquidation of cooperatives in Sabah, although the H e a d 
quarters of the Department in Kuaia Lumpur is consulted from time to time 
regarding certain policies on cooperatives and training.

The cost of maintaining the Department in Sabah is wholly borne by the 
Federal Government. All the officers/staffs of the Department, except for 
clerical staff, are Federal officers/staff.

namely:

I. Administration/Finance
II. Registration and L a w
III. Promotion and Supervision
IV. Education and Information
V. Audit

The department has seven regional branch offices, with a total staff of 94.
In Sabah, agro-based and fishing cooperatives are still under the care of the
Cooperative Development Department.

Most of the cooperatives are registered as multi-purpose cooperatives, but
not ma n y  of them are able to carry out multi-activities.

Activities carried out by different cooperatives include: land development, 
retail. services, transportation, labour contracting and stevedoring, finance 
(savings and credits), housing, industries, fishing, insurance, and leasing agencies.

As at 30 September 1985, there were 314 registered cooperatives. S o m e  
statistics as at 30 June 1985 are as follows;

No. of cooperatives = 307

No. of m e m bers = 58,615
M $

Total paid-up share capital 7,881,191

Loans by cooperatives: F r o m  Government 8,417,175
F r o m  Banks, etc. 43,489,832

Fixed assets 54,463,284

Investments 33,860,399

Besides the services and contributions of the Federal Government, the 
Sabah State Government has also ma d e  special contributions, particularly during 
the following periods:

1960-1966: Special alienation to cooperatives

1964-1965: Allocation of timber concession land to native cooperatives

1971-1972: Financial assistance in the form of subsidies to fishing and
brick-making cooperatives

1976-1978: Special loans and subsidies to State Government sponsored
cooperatives

1983-1985: Formation of cooperatives of settlers in government agricul
tural settlement schemes (e.g. Sabah Land Development and 
Rural Development Corporation)
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Sabah received an allocation of M $  2,442,300 for its development projects 
in the Fourth Malaysian Plan, of which M $  466,822 had been expended by the end 
of 1983. The balance was set for utilization by projects for 1984 and 1985.

Land development activities
In the early 1960s, State lands were alienated to single-purpose land 

development cooperatives only. Later the State Government also alienated 
agricultural land to multi-purpose cooperatives. Therefore, some cooperatives 
develop the land with the purpose of settling members on the land while others 
are for the purpose of investment.

77 cooperatives have been alienated some 45,500 hectares of agricultural 
land by the Government. To date, some 15,793 hectares have been developed as 
follows; palm oil, coconuts, cocoa, rubber, coffee and other crops. The total 
number of m e m bers involved is 8,573 and paid up shares by m e m b e r s  amounted 
to M $  2,313,131. S o m e  677 members are settling down and working on the 
cooperative lands.

The main problems of the land development cooperatives are finance, 
management, know-hows (regarding tree crops concerned), lack of reasonable 
access roads, and the lack of desire of members to m o v e  due to the lack of 
facilities and infrastructures in the cooperative areas.

Consumer stores/Retail services
Most of the consumer retail cooperatives operate in the rural areas. There 

are 63 retail outlets including two supermarkets. For 1984 the total turnover of 
the stores amounted to M $  8,571,034. Most of the rural cooperative retail stores 
are facing similar c o m m o n  problems: management, competition, credit,
shortage of capital.

Transportation
In suburban areas, some cooperatives are providing mini-bus services to 

their members, especially for transportation of school children. In five Sabah 
Land Development Board Schemes, the cooperatives operate transport or lorry 
services to carry members' palm oil fruits to mills. Cooperative transport 
services in rural areas have faced a number of difficulties: road and jeep track 
conditions, management, competition and lack of finance.

Labour contracting and stevedoring
In 1976 there were m a n y  people trying to secure the stevedoring work at 

the various ports in Sabah. Later, in 1977, the State Government m a d e  a policy 
to give preference to award these works to cooperatives formed by wharf 
labourers. The stevedoring cooperatives have progressed well. Wages of workers 
have been increased; dividends on shares, bonuses on wages and festival presents 
have been paid/given to members. T w o  years ago, the Kota Kinabalu Steve
doring Cooperative began setting up a "retirement fund" for working members.

The four stevedoring cooperatives have a total membership of 792, paid up 
share capital of M $  58,980 and a statutory reserve fund of M $  570,792. In 1984 
the total worth of stevedoring works done amounted to M $  988,732.

Finance (savings and credit)
T w o  government employee cooperatives have been operating for ma n y  

years. The one formed by teachers is progressing very well. The other, the 
Sabah Government Employees' Cooperative Society, is open to both Federal and
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State Government Employees of all grades, and has now about 12,000 m e m b e r s  
with paid-up share capital of about M$1,30G,000 and a subscribed fund of about 
M $  16,200,000.

In 1984, in Kota Kinabalu, a non-government employee's cooperative also 
started savings on credit activities. So far it has 2,256 members, paid-up capital 
of M$l,077,341, savings by members of M$l,280,043 and loans to m e m b e r s  of 
M $  519,652.

Housing/Shops
Twelve cooperatives own 20 various kinds of shop-houses and two 

commercial complexes in towns. Seven cooperatives are involved with housing 
development. So m e  407 units of houses have been completed and sold to 
members. A  total of 87 hectares of sites have been prepared to build some 900 
units of houses.

Industries
There are three cooperative rice-mills situated in the rural areas. In 

addition, the Sabah Youth Association's Cooperative ( K O S A N )  has opened four 
factories, with government financial assistance, producing garments, furniture 
and shoes. The factories have been sited in different places to create jobs for 
youths in the area concerned as a means of reducing migration of youths, 
particularly from rural areas. In 1984 K O S A N  had employed 840 youths.

Dairy farming was introduced some years ago, and the cooperative is now 
responsible for the collection and recording of milk. So far the cooperative has 
gathered 46 small dairy farmers as members. Paid up share capital and other 
funds amount to M$4,353.

Cooperative education

The Department has set up an Education/Information Section with the 
responsibility to coordinate, organise and conduct training courses for co
operatives. Broadly there are two categories'of courses as follows:

(a) Courses organised and conducted by the Department itself

(b) Courses organised and conducted jointly by S I N A R  (Sabah Institute of 
Administration and Research) and the Cooperative Development 
Department

These courses (a), as usual one-day in length, conducted by cooperative 
officers at district level or at the cooperative's areas concerned with the purpose 
to enlighten members on the following subjects: cooperative principles, concepts 
and ideas; members' rights, obligation and responsibilities; meeting procedures 
and practice; cooperative system of profit distribution, etc. In 1984, 704 
participants attended 18 such courses.

The second category of courses (b) are residential courses for one to two 
weeks duration. They are aimed at training cooperative committee members, 
school cooperative officials and cooperative secretaries. In 1984, seven courses 
were conducted to train 160 participants. Topics of courses include: basic
cooperative management and administration, cooperative secretary course; 
school cooperatives; management for marketing cooperatives; cooperative 
finance and accounting.



No. of
societies

No. of 
m e m b e r s

Share Capital
(M$)

239 64,805 7,383,279

38 1,250 465

46 20,533 74,948

1 1,886 489,850

6 781 233,912

63 4,608 559,846

393 93,863 8,742,300
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In Sarawak, the cooperative m o v e m e n t  started in 19^8. Its statistics as at 
30 June 1985 are as follows:

Type of Society

Multi-purpose 

Savings and Loan 

School cooperatives 

Central Bank 

Union 

Others 

Total;

20. COOPERATIVE MOVEMENT IN SARAWAK

Under the Fourth Malaysia Plan, Sarawak has been allocated M$5.1 million 
for its'cooperative development projects.

The cooperative m o v e m e n t  in the State of Sarawak is developing and 
expanding, and it remains government policy to promote and encourage this 
development. The healthy growth of the cooperative m o v e m e n t  in the State is 
seen as a vehicle for uplifting the social and economic well-being of its people, 
especially the poor farmers in rural areas.

A  poor communication system in the rural areas and the high rate of 
illiteracy a mong rural cooperators, coupled with seasonal geographical factors, 
have hindered the Cooperative Department's assistance to the developing 
cooperative m o v e m e n t  in Sarawak.

The Director of Cooperative Development is also appointed as Registrar of 
Cooperative Societies under the Cooperative Societies Ordinance 1948 (Cap. 66). 
Under him, he has two Assistant Directors and six Senior Cooperative Officers, 
who are also Assistant Registrars, to assist him in carrying out the tasks. The 
Cooperative officers have spent m u c h  of their time guiding committees and 
employees regarding business management, the necessary maintenance of 
prescribed books and keeping of accounts in cooperative societies. Qualified and 
trained managerial staff to serve the cooperative societies remains a problem 
for both rural and urban societies.

Due to the thinly scattered population, the vast areas covered and the poor 
communication system existing in rural areas, it is considered that the multi
purpose type of cooperative society is best suited to the needs of rural 
cooperatives with small turnovers. Members, it is felt, will get more benefits 
from various activities in a cooperative society.

The normal business activities of a multi-purpose cooperative include the 
supplies of consumers' goods, farming materials and fertilizers, marketing and 
processing of members' agricultural produce. A  few rural societies are providing 
electricity supplies to their members. A  few urban cooperatives have invested 
their surplus funds in joint ventures with private enterprises.
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One of ine mosi encouraging developments in the cooperative m o v e m e n t  in 
Sarawak in recent years has been the fofmation and registration of cooperative 

societies in secondary school and in the Teachers' Training College. Encouraaed 
by the Ministry of Education and the fv'iinistry of Agriculture throuah the 

Cooperative Development Department, these cooneratives have received a good 
reception and are pooular among the student and teaching staff of these schools 
and colleges.

The situation as at 30 June 19S5 v^as as follov/s:

No, of school cooperatives = 46 

No. of m e m b e r s  = 20,533

M$
Share capital 74,948

Statutory reserves 55,000

Other reserves 39,099

Sales of goods 637,385

Total assets 598,444

A  State Schools' Cooperative Society has been established and registered 
with the intention of looking after the interests of school cooperatives and pupils 
by supplying teaching aids and other equipment which they require.

21. CONCLUSIDNS

The cooperative m o v e m e n t  of Malaysia has grown successfully and, during 
the last few years, has shown expansion in membership and in the fields of 
turnover, and participation in n e w  business activities. Success of urban 
cooperative development is more visible, especially in the case of banking, thrift 
and credit, insurance and multi-purpose cooperatives.

While cooperatives provide a better base for a more equitable and 
justifiable distribution of income in terms of ownership and profit-sharing, there 
is little unity between the cooperatives as a whole and quite often business- 
oriented societies in their activities are operating more like private share
holding companies.

This is why it seems strange to an outsider to note the lack of capital of 
some cooperatives while other cooperatives are lending their resources to the 
private non-cooperative sector. In this situation the author agrees with some of 
the leaders of Malaysian cooperative m o v e m e n t  who have urged the creation of a 
special cooperative development fund from contribution by big profitable 
societies for the development and assistance to the currently weaker and less 
profitable cooperatives.

The need for the creation of a single apex organisation covering the entire 
cooperative m o v e m e n t  in Malaysia is long overdue. Such a m o v e  would enable 
the m o v e m e n t  to act at the national level in a unified way on all major 
economic, political and social issues. The present A N G K A S A  and C U M ,  with all 
their subsidiary organisations, are unable in their present form to serve effec
tively the movement's needs. M u c h  waste and duplication are caused by the 
separation of the two existing national organisations.
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The agricultural cooperative mov e m e n t  is still weak overall and suffers in 
its competition with a private sector which is in a stronger position. In spite of 
significant government support, their role in the agricultural development is still 
limited.

The cooperatives, especially in rural areas, still face some serious 
problems. A m o n g  these are:

- Lack of a cooperative law for Malaysia as a whole (at the m o m e n t  
there are three separate laws for Peninsular Malaysia, Sabah and 
Sarawak), which would provide the framework for undertaking an 
integrated cooperative development of the country.

Inadequate training for members and cooperative committee 
m e m bers regarding cooperative principles and methods for 
achieving more successful business and organisational operations.

- Lack of sufficient advisory, support and supervisory personnel for 
cooperative bodies, especially at the rural societies and village 
levels.
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POSITION OF COOPERATIVES IN MALAYSIA

No. of 
Coops.

% Membership % Share
Capital

%

Peninsular
Malaysia 1,613 71.2 2,292,170 94.2 933,343,837 98.8

Sabah 293 12.9 64,664 2.7 6,420,000 0.7

Sarawak 360 15.9 75,536 3.1 5,054,700 0.5

T O T A L 2,266 100.0 2,432,370 100.0 944,818,537 100.0

C L A S S i n C A t l O N  O F  C O O P E R A T I V E S  IN P E N I N S U L A R  M A L A Y S I A

F U N C T I O N S N u m b e r % Membership % Share 
Capital ($)

%

Credit/Banking 348 21.6 698,804 30.5 510,687,200 54.7

Consumer 224 13.9 77,574 3.4 18,443,225 2.0

Housing 63 3.9 46,648 2.0 18,809,697 2.0

T ransport 131 8.1 75,987 3.3 13,703,999 1.5

Land Development 33 2.0 84,075 3.7 39,902,934 4.3

Industrial 17 1.1 14,287 0.6 3,922,015 0.4

Insurance 1 0.1 120,222 5.2 1,500,000 0.2

School 411 25.5 236,632 10.3 1,355,396 0.1

Multipurpose 346 21.5 796,725 34.8 300,418,637 32.2

Welfare 25 1.4 14,261 0.6 287,361 0.1

Finance 14 0.9 126,955 5.5 24,318,373 2.5

T O T A L 1,613 100.0 2,292,170 100.0 933,343,837 'lOO.O
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COOPERATIVE MOVEMENT IN PAKISTAN

The cooperative movtjnent was formally introduced in India 

with the promulgation of the Cooperative Credit Societies Act of 

1904. The object was to provide loans to small fainners through 

their own local associations on relatively easy terms so as to free 

them from the clutches of the money-lenders and grain merchants. 

Cooperation was thus initiated as a government sponsored_activity__

in the sub-continent and the government created the necessary legal 

and administrative framework to encourage and regulate it. The law 

authorised the Provincial Governnt;nts to appoint Registrars of Coop-

erative Societies whose function was to register fanners' cooperatives 

and to supervise their working. No separate rrBChinery was created to 

promote the cooperative ideology or to educate and train the members 

of cooperatives and it was assum:id that this task would, be handled by 

_tJ:>i .Departiiejnt_Qf—Cooperative Societies headed by the Registrar.

- 2. - -The-experience-gained in the first e i ^ t  years was enco'uraging

-and-^tte-€ovem iTHnt of~India decided to extend the scope of coc^rative 

-aet-ivi^'^^feo-otht^^f-ieid'sHDesides-agricultural credit. Supply of seed, 

manure^ and agricultural impltjnents and irarketing of farm produce

could-also be done by cooperative societies. The cooperative

techniquii could also be ’used by people living in urban areas for

procuring loans £ui Q -jeii pioduction or consumption needs or for~

setting up provision stores or housing facilities needed by them. 

Besides, provision was to be made for the formation of federations 

of cooperative societies to facilitate the priimry societies by



providing them finance and managerial assistance. Accordingly, 

the Cooperative Societies Act of 1912 was passed enlarging thd 

scope of cooperative activity. This legislation resulted in the 

organisation of secondary cooperative federations for credit 

called central cooperative banks at the district level which banks

in turn federated to form provincial cooperative banks at the 

tertiary level. Urban cooperative societies were also organised for 

credit, housing and distribution of consumer items of daily need.

The object of the Act of 1912 stated in the preamble was "further to 

facilitate the formation of cooperative societies for the promotion 

of thirft and selfhelp among agriculturists, artisans and persons of 

limited means — " It gave pcwers to Provincial Governments to make 

rules to carry out the purposes of the Act including the settlement 

of disputes between members and their societies by arbitration.

3. The new law gave a fillip to the cooperative movement and 

within two years of its enactment, the nurrber of cooperative societies

rose to 13,523 with a rrembership of 6,59,838. The Maclagan Committee 

appointed by the Government of India in 1914, observed that no one 

could fail "to be struck by the iragnitude which the growth had already 

attained or to be convinced that the movement had taken firm roots".

4. Under the reforms of 1919, Cooperation became a provincial 

subject and some of the provinces proceeded to enact their own laws 

relating to cooperative societies. The Government of Bombay passed by 

Bombay Cooperative Societies Act 1925 to replace the Central Act of 

1912. Punjab, NWFP and Baluchistan, however, continued with the Act of 

JL9_12._ThU£ at_jd3e_.iLime_of--pai=tition---( l-S47-)-,̂ -ther-eJ;Me£e two- laws--------

Contd...P/3.
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operativH i n  n n w  rn m p r-i sin-d  -in -Pa k.i.cd- a n . T h <̂-^Tceari-Rg<-^

of Sind had t±ie Bombay Cooperative Societies Act of 1925 by 

reason of its having been part of the Bombay presidency before 1936, 

while in the rest of Pakistan the Act of 1912 continued to operate.

5. The two Acts were quite similar in their basic concept in

that they v«re essentially regulatory instructions providing for the 

jregisti:^tiorL,_audit , inspectiQs-and-^^u-idat4on-of—cocperative-------

societies with the Registrar as the central figure for performing 

these functions. The main point of difference was that the Bombay Act 

was more stringent as it enhanced the supervisory authority of the 

Registrar and gave him, inter-alia, the power to impose penalities on 

managing committees and their individual members for mismanagement of 

business of defalcation.

6. ETuring the period immediately following independence, there

was a large-scale-disruption of ecGflomic-life, particularly in Punjab, 

due to the nd.grationzstf:znorfcffluslim:zinduatrialists, traders and bankers 

and the govemm:int had to call upon the cooperative movtment to fill 

the void created by the departure of the commercial community. As a 

result, the-central—cooperative banks started commercial loaning to

individuals and m n y  new cooperatives were organised to deal in food-

grains, distrimte essential cdmmodities and run abondoned industrial______

undertakings- such-as- rice. mi-Hs-and-cotton ginning factories. But while 

the cooperative movanent played a useful role during the crisis, it 

lost its direction and became a hand-maiden of a new profit-seeking 

class of farmer-cum-traders who often got suprious cooperatives registered 

and did private business under the cooperative label. The Central 

Cooperative Banks established to facilitate the working of primary

Contd.,..P/4.



cooperative societies, converted into ordinary commercial banksers, 

financing the very rrerchants against whom the system was designed to 

protect the small man. In the process these banks suffered serious set 

back. A large chunk of their funds otherwise meant for the primary rural 

cooperatives was advanced to individuals in trade and industry by

:s. The merchiant class and---

4

self seeking members took away the resources to their own advantage to 

the detriment of genuine needs of the farmers. The real worth of their 

assets, built in over half a century depleted fast and a nunber of them 

became defunct adversely affecting the operations of primary cooperatives:.' 

The Credit Enguiry Commission 1959 had therefore rightly concluded that 

"the cooperative credit movement has become virtually stagnant at the 

primary level". It was therefore recommended that the Central Cooperative 

Banks (operating at district/tehsil level) should be merged with the 

Provincial Cooperative Banks converting the structure from three tiered 

to two tiered.

--------The-^=iext 12-i3~̂ e ars were domi~nated~by^ttie^ proTnulgation, at

intervals of a number of new legislations like that extending the 

jurisdiction of the Sind Cooperative Societies Act 1925 to vdiole of 

presfc3it Pakistan (1965); the West Pakistan Cooperative Societies and 

Cooperative Banks (repayment of loans) Ordinance 1966; and the Reforms 

Order of 1972. Except the Reforms Order, 1972, all others provided for 

more pcwers to the Cooperative Department for recovery of loans. The 

legal frame work, in totality, has been so'orce of re-inforcing the 

strong-hold of the cooperative bureaucracy jeopardising the basic ri<^ts 

of the otherwise democratic and autonomous cooperative institutions. This

resuTEea in retarding to aJT the operational stages of the cooperative 

mov«nent.

Contd...P/5.
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cooperative mcjvement leaves much to be desired. It has not been 

able to build up a well-patterned structure, nor the capacity for 

self rranagement. It is, at present, only a conglomeration of weak, 

ineffective units many of which exist only on paper. There are about 

50,000 agricultural cooperatives in the country out of which more 

than 50% are dorrrant and of the remaining, only about 5% are genuine.

viable and active undertakings. The movenent has failed to mobilise 

resources of its own and relies almost entirely on state credit.

There is no practice of thrift and collection of deposits.

9. The number of credit cooperatives has increased rapidly since

the introduction of the policy of interest free loans for subsistence 

farmers but the bulk (over 70%) of this cost-free credit of nearly 

Rs.2500 million is utilized by bigger farmers and businessmen who have 

got their-^‘pocket-societies" registered with the Department of Coopera

tive Societies.

10. The Provincial Cooperative Banks presently disbursing finances

over Rs.3.00 billion a year are just functioning as pay offices. All 

-credi-t-Xsperatlons right from the sanctioning of borrowing limits and

preparatron~of"“loan~-applications till the release of funds by the 

Provi-neial Cooperative Banks, are virtually handled by the cooperative 

officials. The staff of the Cooperative Banks is scared of questioning 

the justification of the demand, genuineness of the documents and 

other procedural requirements. A financing bank, except with the prior 

permission of the Registrar of Cooperatives cannot have access to the 

society or its record for ensuring/checking the proper utilization of 

the funds. Thus, there is complete absence of the banker customer



relationship between the financing 'cooperative banks and the 

borrov7ing cooperative societies. The financing banks are just 

on-lookers in the vdiole draina.

11. Close supervision of the Movement entrusted to the Cooperative

Departnent envisaged nurturing of cooperatives in their infancy. The 

official staff was required to develop the societies, in a way that 

gradually they could become independent in their day to day operations 

and run their business without the assistance of supervisor. However, 

with the passage of time, circumstances developed in a way that the 

Cooperative bureaucracy established its stronghold on the cooperative 

institutions jeopardising their autonomy. The Cooperative field staff

is now virtually directly managing the affairs of the so-called cooperatives 

in disregard of its development and promotional role. Its statutoiry 

obligation of "audit" has been totally ignored. No concerete measures 

are taken to train the nanagements of societies enabling them to administer 

their affairs by themselves. The societies for their day to day operations

have thus been irade entirely dependent on the cooperative field staff.

The cooperatives therefore cannot be expected to grow as self-sustaining 

autonomous institutions unless and untill the role of the Cooperative 

Department is considerably narrowed down. .

12. There has been no progress in cooperative supply of inputs and

iTBrketing or processing of agricultural produce. TEhere are no cooperative 

sugar factories or rice mills or cotton ginning factories owned and 

nanaged by farmers producing these crops and no cooperative milk plants 

owned and rranaged by the producers of milk. There are no projects of 

joint farming and no farm guidance for peasants. Efforts rrede half________

heartedly in the direction have proved abortive. For instance, cooperative
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-farm service .centres--initia±.ea' during late 196Q'-s to—ondertake-

above mentioned activities, failed to prove their worth. In the 

province of Ponjab, the Cooperative Department organized cooperative 

supply federations at district level exclusively to deal in inputs 

supply business and their management was given to departmental 

officials. Naturally these institutions too could not deliver the 

goods and are thus doing their business only on p a p e r . ______________

13. In short, there are nany factors which hamper the progress

of the cooperative movement. Some of the obstacles to development are 

inherent in the situation and owe their existence to the social, 

political and administrative environment in v^ich cooperative societies 

have to function. Poverty, illiteracy, the prevalent economic system, 

social traditions and individualistic attitude of the people, opposition 

from vested interests, lack of public commitment of policy makers, 

authoritarian attitude of “administrator "s, lack of conviction among

those responsible for the promotion of cooperation and genrally low

ethical standards of social conduct are factors v^ich though external

to the movtanent, are nevertheless the basic cause of its halting/ 

hesitating growth.

14. The time for sirrple and“sif^“le purpose priirary cooperatives

has gone. Under the changed economic si~tuation it is essential to 

organise cooperatives_with multi-purpose objectives „(as was done in 

other countries) to cover all activities and requirements of m o d e m  

agriculture and rural economy. With this concept in view, large 

economically viable cooperatives are to be organized at the apex 

level, by persons ^lo have necessary resources and know-how to undertake 

the cooperative business. Such_bodies wilLorganise cooperatives at 

primary and secondary level according to the requirements of the 

farming community. Each tier will have the representatives from lower:om Ic



level cooperatives on their managements v^ich will characterise 

these bodies as cooperatives.

15. Such cooperatives will have the advantage of the economy

of scales to corrpete with big business entearprises. They will organise 

ttkiir clientage inro primary cooperatives for their business interest.

As major incentives will be provided at primary level, these large 

cooperative organisations as trade enterprises will help in solving 

the management problems of primary cooperatives that has been the main 

cause of the failure of cooperatives in Pakistan.

16. Cooperative's functioning will reduce the operating cost to 

the advantage of the members. Being sizeable trade enterprises, these 

cooperatives m y  be subjected to statutory audit by the Cooperative 

Department and as such will be accountable for proper utilization of 

facilities and incentives provided by the Government for the cooperative 

sector.

17. Although many sectors of the econoii^ can be organized as

cooperatives with necessary adoption of modern by-laws but certain 

sectors connected with rural economy lend themselves more easily to 

cooperative system,than the others. The sectors which are suitable 

for handling by cooperative enterprises are dairy cooperatives, agro

processing cooperatives, supply of inputs and services cooperatives, 

besides irarketing cooperatives. As a matter of fact supply and 

narketing can be put together for mutual advantage. Rural housing, rural 

electrification etc. are the other possible areas where cooperatives 

can work successfully with appropriate economic incentives.

Contd...P/9.
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18. The incentive of interest free l0an~t0”the-^meiTibers~0f

primary cooperative societies for agricultural purpose was great 

step forward in the promotion of commercially viable cooperative 

enterprises. Unfortunately, it has been misused primarily because 

it was operated through functionaries of Cooperative Etepartment. 

Consequently the advantage that was visualised at the time of

allowing this incentive has been frustrated. In order to take proper 

advantage of this incentive, the trade enterprises registered at tĥ i 

apex level will have to organise the primary cooperatives at the 

grass-root level and will also ensure the proper utilization of the

incentive for their own commercial interest. This system can be made 

more effective by proper checks and balances to be exercised through 

appropriate banking system.

19. Obviously no enterpreneur will be willing to employ his

savings or loan (capital) in the rural areas without appropriate safe-' 

guards for his money. At present money is loaned out to the farmers

in the rural areas under the Provincial Government guarantee and the ___

Department of Cooperatives is responsible for its return for v^ich 

they have necessary pavers of arbitration, issuign decree and its 

execution.

-2Q-J------The present cooperative banking system has lacunae'"ajid

deficiencies of structure, management and mobilization of savings. 

Provincial Cooperative Banks under the law are basically cooperative 

societies operating -under the dual control of the Cooperative 

Department and the Federal Bank for Cooperatives'. The other deficiency
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of t±ie system is that it is operating in competition with a 

much larger commercial banking system which strains further thi 

inherent weaknesses of the cooperative banking. The system also 

suffers from inability to mobilise rural savings which could 

enable it to supplement whatever resources become available from

10

the Federal Bank for Cooperatives/State Bank of Pakistan. Its 

total credit availability is far short of the total credit require- 

rrents and with no line of credit available from any international 

agency and no savings.of its_owi^ is left with a very limited role 

as a development Bank. The system is also responsible for unsatisfactory; 

operation of cooperative credit and abuse of the facilities of low

cost credit. The Provincial Cooperative Banks are disbursing the 

loans upon tte advice of Cooperative Departrrfcjnts. These Banks have 

been reduced to operate only as pay offices, supposed to make payments 

according to the recomrrfeindations/instructions of the Cooperative 

Department. In fact, the Registrars Cooperatives are the ex-officio 

Presidents of the Boards of Diirectors of these Cooperative Banks with 

the result that they cannot operate as Banks. Federal Bank despite 

its all out efforts, is finding it vê r̂  ̂difficult to tone up their 

operational capacities it has-restricted, its v^ork only -to that -

of a refinancing agency for the Provincial Cooperative Banks. F'urther 

the Federal Bank is legally debarred to replace a defunct Provincial 

Cooperative Bank for directly financing the primaiy cooperative 

societies.

21. The Department of Cooperatives was initially considered

necessary in the Indo-Pak sub-continent to promote cooperatives

amongst the illiterate rrasses and educate them in the philosophy 

of cooperative movement so that they could eventually handle their
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11

affairs independentLy• With t±ie passage o f t i m e ,  ,

circumstances developed in such a way that the cooperative 

bureaucracy established its strorg-hold on the cooperative 

institutions jeopardising their autonomy. The Registrar 

Cooperatives has the poi^er to superse'de the management committees

_ o f _ £ i : f e _ G o o p e r a t i v e s - a n d - a p p o i n t  - a d m i n i s t r a  t o r - d i s q u a l  if ying ̂ t h e ---------------

Directors from holding their offices on the management committees, 

confiscating the assets of the society. In short, the bureaucracy 

has full control over cooperative societies naking their operations 

very difficult. Under such circumstances, it is not possible for 

cooperatives to operate as autonomous economic enterprises. No 

enterpreneur will be prepared to invest its money in an organization 

v^ich is subjected to such severe bureaucratic control.

22. Despite all the inadequacies, in the working of the

cooperatives in the country, there is no denying the fact ttet

the system has the potential to play an effective role in the

growth of rural economy particularly when the need for development 

of agricultural sector in all its diversifications has becom:^ more 

pressing for the last 10-15 yeai:s due to Green Revolution, expansion 

-of- farmer's activities, increase in denand fca? rural credit and of

late gradual emphasis on agro-allied and agro based industries in

the rural areas. The cooperative system with its inherent strength 

can play a much bigger and diversified role to meet the challenge 

of the future provided the concept is developed in the context of 

the realities. It thus goes without saying that tfe system needs

Contd---p/12.
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basic changes and, as distiinct from thi past welfare approach, 

cooperatives need to be developed as business enterprises to 

undertake all activities relevant to second generation problems

of the 'Green Revolution' thereby helping in capital fonration 

at local level and arrest the migration of the rural population 

to urban areas by providing employment opportunities in their 

ovffi milieu.



Sixth ICA/Japan Training Course for strengthening ■■ 
Manageirent of Agricultural Cooperatives to be held 
at India/Thailand/Japan/China from 21st October, 1991 
to 10th May, 1992._____________________ _________________

CASE STODY ON COOPERATIVE FARMING 
SCHEHE KHSNEWSE----------

■ Prepared-by^;- -

■TSulrMuhaiiiiiiad',---------
Assistant Director, 
-^derai-Bank-for^eooperatives, 
ISLAMABAD (PAKISTAN)



CASE STUDY-OR-CXX)PEBAT-IVE-PABMIN& SGHEMEt-
P H A S E - I ----- (Introduction 1948-1960)

The Cooperative Farming Scheme was introduced in the 

province of Punjab (Pakistan), in the year 1948. Compact blocks 

of 500 acres or more, of the state land, w;re initially leased 

out ard transferred to Cooperative Farming Societies fonred for

tte purpose, for a period of 5 years which was extended from time 

to tine. The rtembership of these Cooperative Farming Societies, 

consist of land-less refugees and local landless tenants already 

-in possession ef Statu Land -̂------------- :---------------------------

The object of the scheme was three fold:-

Firstly: Rehablitation of uprooted families in an organised
manner so that petty famtirs could rmke collective 
efforts on cooperative basis in developing the 
waste-banger State land and construction of ho'ases.

Secondary:To increase production by introducing- better—methods----
of cultivation, and to provide facilities in the ....
field of Agriculture, i.e. credit, marke.ting_and.-supply— 
of agricultural requirerrents on cooperative basis^

Thirdly: The village community thus organized wDuld function
as a self generating administrative unit to manage 
their agricultural affairs not only but .also ..looking . 
after all economics and social uplift of village life.

To achieve the obj ects of the Scherre, 43-2 Coope^ t i v e-

Farming Societies were organized in the then District of Multan, 

Sahiwal and Faisalabad, to whom 1,40,000 acres of waste Banjar 

state land was allotted, for distribution amongst its members at 

the rate of 12.5 acre per riHmber i.e. upto the size of subsistance 

holding.
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The societ-ies, being lease holder, received 40% share 

of yield from every number, and our of tiiis, rhe societies, paid 

cash rent to the GovernrrKnt at tJie rate of times of the land 

revenue ano met cost of stafr ernployeG fay the Governirent to 

execute the Coop: Farming Scheme, e.g. Deputy Registrar, Coop:

Farming, P'onjab, four Assistant Registrars, Coop: Farming, 20 

Inspectors/Auditors Coop: Farming Societies, and 132 S'ub-Inspectors/ 

Chak Managers of Coop: Farming Societies. The societies paid 

Rs.1,34,19,750/- to Governirent as cash rent. The .societies capitalized 

sa\dng out of the 'batai' share and utilized on developrrient 

activities such as construction of houses, comLmon buildings, schools 

dispensaries, roads, culverts, purchase of Agricultural implernents etc. 

The table given beloi\? reflects the extent of development rrade in this 

regards:-

WORK EXECUTED: No. Amount

1. Village Abadies Cfemarcatec. _j2

2. Houses constructed. 15,500 2,13,94,500

3. Common building constructed 670 22,79,475

4. Meeting Halls 8“ 4,38,900

5. Mosques 174 10,50,805

6. School Building 170 7,60,475

7. Culverrs. 1,145 3,75,965

8. Improved Agri. Impltsnents 1,029 4,29,615

9. Approach roads 904 1,084 miles

10. Radio Sets 154 39,882

11. Water Drinking Wells _____________________ 53_________________ 2,40,906

12. Hand Pumps. 330 80,850
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T3r:̂  Pakka m t e r  Tanks for drinking 2 22,491
purposes where water is salty.

14. 1st Aid centres. 4 8,056

15. Fruit tre^s. 44,892 70,483

16. Grassy plots. 480 S e M  help basis.

17. Shaddy trees:

______________________ ^Planted.____ 6̂Q,.5.8,.200..... . . -do-______  .. ___

Succeeded 27,62,925 -do-

18. Dispensaries. 7 35,982

19. Patients treated 1,50,204 ______________

-To ta l.:..2,72,29^ ^

PHASE-II - PR3PRIETARY RIGHTS (1960 ONWARDS)

In 1960 a policy was announced to grant proprietary rights and

-the "Bataii--system-canfe-to^-an end. To meet the expenses incurred on 

LSt.aff-and:jc_ontingencies_etc. the societies started recovering Rs.lOO/-

as Administrative Charges from each rrember annually. Later on, this

amount was raised to Rs,200/- per annum. The price of land was 

“fixed @ Rs .20/- per-produce Induex unit for conferrrent of proprietary

ri^ts. In addition to it, the rrember were required to pay interest on

the payirent of price of land, if to be paid in instalments @ 5% and

in- caseT-0i-d&£ault,-the rate of interest increased to 9 percent.
X t t -

The following table shows the uptoiprogress in this respect:-

i) No. of members declared eligible to
acquire proprietary ri<^ts. 10,414

ii) N o . of numbers ^lo have deposited 
full price of land in Goverrmtint
Treasury and obtained conveyance deeds. •; 7,577

iii) No. of iTfcimbers have not been granted r —
conveyance deeds and their cases are in --- 2/097- 
process. -------------- ------ ~



iv) Amount deposited in Govemirent
Treasury as the cost of land. 7,77,01,259/-

PHASE-III (a) MECHANIZED FAKyiING-..

In 1961, the Pakistan Govemnent approved thi schtane for 

the introduction of Mechanized Farming in the Coop: Farming Chaks 

of Multan Zone. The scheme covered an area of 1.20 lacs acres

belonging to 132 Coop: Farming Societies already operative in 

Multan, Vehari, Sahiwal and Faisalabad Districts

of the schene was to introduce limited mechanized-operation in t.fe

field of Coop: Farming. It was proposed to introduce tractor appli

cation upto the stage of seed-bed preparation. The remaining stages 

of sowing, interculture, thrashing etc. was to be continued 

through the then existing conventional methods. The irtimbers in the 

Coop: l^'arming societies have"equal size uf" holdir̂ g "of 12.5-acres and 

they also can pool their resources for joint agricultural operations, 

Ordinarily, one pair of bullocks is sufficient for cultivating about 

25 acres of land. It was expected that 50% of the bullok power vould

become surplus and could be replaced by milch animal for rhe benefi' 

of the members.

(b) CODONY OOOPERRTIVE FARMING UNIO^.

In order to implement the scheme, 132 Coop Farming 

'Societies were federated and an institution named "The Colony Coop: 

Farming Union Ltd:" with its Headquarter at Khanewal was formed.

It was registeired on 29-3-1961 and tile • Mechanized Farming bcneme 

started on 1-1-1962. .
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--- The objectives or -chxs^ TS Li. L'u t±on-we-r-e“-te—a£i^aHg«-a-li-

essential services i.e. agricultural nBchinery, repair services 

and agricultural inputs to the member societies. Each society is 

supervised by a Chak Manager who is an employee of the Union resides 

in tte Chak. All the 132 Coop: Farming Societies have been grouped 

into 8 Circles each headed by a Circle Officer. The Circle Officers

-and“ehaj^-'IaHage4:s--form-a_hieraxchy„_to._carry out the desicps an d __

policies of the Union.

T. BOARD OF DIRBCTORS.

The affairs of the Union are-supe.ryised by a Board of IS

Directors, out of which 12 are electea representatives u£ sucieties----

and. 6 are. nominated by th= Registrar, X i y p erative Societies, one third 

elected-Directors are to retire in rotati^_everY year. A General 

..Mamger/Secretary is tmployed to look in|b_tte functioning of the

, g e m r a l . guidaffire'_^d. policies, fraa^d by tha

Board'or Directors and the Governirent.

II. ACHIE^TEMENTS.

As is obvious from the above lines tte Colony Coop: Farming 

-Union was constitute with a view to introduce. Mechanized Faaaning 

1n"‘the~‘area-of■ Multan Division. In order to achieve this target,

-the ColGff^oop: Farming Union inported 145 tractors on O.G.L. basis

from England and West Germany and 52 tractors were purchased through 

Agricultural Development Bank and delivered to societies. In addition 

to 201 tubewells ^̂ fĉ re installed in different chaks in which the canal 

water was insufficient but sub-soil water was fit for irrigation. The 

purchase of tractors and supply of m o d e m  Agricultural, Implements 

brought-out a revolution in the agrarain economy. These development 

activities by this union provide great incentives^ not. only to the



This institution is proud of its existance as a poineer of Mechanized 

Farming in the Country. It is significant that the rrtambers of the 

Coop: Farming Societies installed tfeir own tubewells and purchased

6

members of thi Cocp: Societies but to the common fanrers also.

tfeir tractors after receiving an inpetus by the working of the

Union. The members Vifĉ re given credit facilities for the purchase of 

tractors and implements. As a result of the" nuifcti' ”'6T' tubeweTls '

woiicing in tte project has increased to 1298 and that of tractors has

gone upto 834. __________________________________ _______

The achievaments of the Union at a glance are given belcw:-

1. Date of registration under the ___ __________
Cooperative Societies Act. ------------------------29-3-1:961------

2. Date of start of Mechanized
Farming. .1-1-1962

3. No. of Cooperative Societies affiliates
with Coop: Farming Union. 136 (including 4 other

than Coop:Farming 
Societies)

No. of individual members in the 11,
Project.

5. No. of tractors purchased and 197
supplied to the societies.

6. Price. P̂ s. 10,04,864/-

7. No. of tractors owned by the members 829

8. No. of tubev.’ells owned by the members 1,277

One of the main functions of this organization is to arrange

timely supply of Agricultural inputs to its irtimbers societies at their 

door steps. For this purpose the Colony Coop: Farming Union facilities 

the sanction of interest Free Loan to its merrbers but also iranag<ars the

supply of standard inputs. Wherever the societies are in urgent need of 

inputs and the loan fran the Punjab Provincial Coop: Bank is not readily 

available, the Colony Coop: Farming Union comes t o h e l p  of tinu-------
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mtiinbers and itakes arrangeirt;nts for quick supply through' i t s^ d ^”furiis“ 

and resources. The following figures will indicate the over all 

perforrrance of Colony Coop: Farming Union during the last 12 crops.

Name of Crop: Agri. inputs
_________  supplied in kind.

Quantity Value in 
lacs.

Kh^'if■ 1985- " 

-do-

Rabi 1985-86 

Kharif 1986

.Fertilizer-

Pesticides

Fertilizer

-do-

27 >-200-

23.906

61.906 

40,460

bags.-

litres

lites

-34-81-,-.

60.34

60.34 

58.09

-do- Pesticides 25,719
2,131

Lites) 
lbs. )

80.88

Pahi 1986-87 Fertilizer 66,664 bags ,88.43

Kharif 1987 Pesticides 47,946 litres 101.00

-do- Fertilizer 55,000 bags 67.65

Rabi 1987-88 -do 58,000 78.90

Kharif 1988 pe Stic ides 54,392 litres 112.56

-do- Fertilizer 41,066 bags 63.60

Rabi 1988-89 -do- 19,405 bags 29.54

-do- Pesticides
(Herbicide)

2,000 KG 3.64

Kharif 1989 Pesticides 53,940 litres 162.57

Rabi 1989-90 Fertilizer 16,800 bags 26.88

Kharif 1990 Pesticides 52,588 litres 162.21

Rabi 1990-91 Fertilizer 28,900 bags 53,465

With Mechanized Farming, installation of tubewells and 

supply of better seed and fe3rtilizer, thi intensity of cultivation



has increased to 17.2%. The average yield per acre has also 

increased considerably. This has gone up from 14 to 31 ma'ands 

in case of v^eat.

III. Despite the fact that most of the nHmbers haue,recei.ved__

the proprietary r i ^ t s  and they are qaite independent i n _ i ^ ^ _

Farming and Marketing, some of the societies still eontinifci- ----

thiir joint Marketing and ttereby receive better prices for their 

crops.



A CRITICAL EXAMINATION OP COOPERATIVE 
ORGANIZATIONAL STRUCTURE AND MANAGEMENT 

PRACTICES AND PROBLEMS IN THE PHILIPPINES

I I n t r o d u c t i o n

T h i s  p a p e r  w i l l  p r e s e n t  a c l o s e  l o o k  a t  t h e  A g r i c u l t u r a l  

C o o p e r a t i v e  o r g a n i z a t i o n a l  s t r u c t u r e s  i n  t h e  P h i l i p p i n e s .  A 

p a r t i c u l a r  a t t e n t i o n  i s  a l s o  f o c u s e d  on management p r a c t i c e s  and

p r o b le m s  e n c o u n t e r e d  s i n c e  i t s  b e g i n n i n g  u n t i l  t h e  p r e s e n t .  T h i s

i s  d i c t a t e d  m a i n l y  by t h e  f a c t  t h a t  a g r i c u l t u r a l  s e c t o r  o c c u p i e s  

t h e  m o st  i m p o r t a n t  p l a c e  in  our  econom y and a l s o  b e c a u s e  o u r  

a g r i c u l t u r a l  c o o p e r a t i v e s  i s  s t i l l  u n d e r d e v e l o p e d  and l e a v e s  open  

a  v a s t  p o t e n t i a l  f o r  g r o w t h .  In t h e  e n d ,  t h i s  p a p e r  h o p e s  t h a t  

t h e  n e e d s  and p r o b le m s  o f  our  c o o p e r a t i v e s  w i l l  be a t t e n d e d  t o  

and e v e n t u a l l y  s o l v e d .

I I  B ack g ro u n d

Y e a r  1 9 0 8  was t h e  b e g i n n i n g  o f  g o v e r n m e n t  t o  i n t r o d u c e  

a g r i c u l t u r a l  c o o p e r a t i v e s  in  t h e  P h i l i p p i n e s .  U p t i l  1 9 5 1 ,  

s e v e r a l  g o v e r n m e n t  l e g i s l a t i o n s  were p a s s e d  i n  s u p p o r t  o f

c o o p e r a t i v e  d e v e l o p m e n t  b u t  f a i l e d .

In  1 9 5 2 ,  t h e  g o v e r n m e n t  came o u t  w i t h  a  more p o w e r f u l

l e g i s l a t i o n  and c r e a t e d  t h e  A g r i c u l t u r a l  C r e d i t  and C o o p e r a t i v e  

F i n a n c i n g  A d m i n i s t r a t i o n  (ACCFA). As a  r e s u l t  F a r m e r s  

C o o p e r a t i v e  F i n a n c i n g  A s s o c i a t i o n  (FACOMAs) were e s t a b l i s h e d  in  

v a r i o u s  p a r t s  o f  t h e  c o u n t r y .

In  1 9 7 3 ,  t h e  g o vern m en t  p a s s e d  a law  ( P . D .  1 7 5 )

s t r e n g t h e n i n g  t h e  c o o p e r a t i v e s  d e v e l o p m e n t  in  t h e  c o u n t r y .  T h i s  

lav/ was e n a c t e d  a s  a p a r a l l e l  m easu re  t o  A g r a r i a n  R e fo r m  Law,



which p r o v i d e d  f o r  " a  s t r o n g  s o c i a l  and e co n o m ic  o r g a n i z a t i o n a l  

s y s t e m  t o  e n s u r e  t h a t  t h e y  w i l l  e n j o y  a  l a s t i n g  b a s i s  t h e  b e n e f i t  

o f  a g r a r i a n  r e f o r m " .  As a r e s u l t ,  v i l l a g e  l e v e l  a s s o c i a t i o n s  o r  

Samahang Nayons (SNs) were o r g a n i z e d .  The p u rp o s e  o f  t h e  SN i s  

t o  e d u c a t e  t h e  members ,  d e v e l o p  c o o p e r a t i o n  among them and t o  

c o n t i n u o u s l y  c o n t r i b u t e  t o  i t s  c a p i t a l  b u i l d  up p r o g r a m .  However 

in  t h e  y e a r  1 9 8 2  some q u a l i f i e d  SNs were a l l o w e d  t o  e n g a g e  in  

e c o n o m ic  a c t i v i t i e s ,  and t o d a y ,  t h e r e  a r e  1 , 8 6 4  o f  them  a c t i v e  

u n d e r t a k i n g  s u c h  a c t i v i t i e s .

The A rea  M a r k e t i n g  C o o p e r a t i v e  (AMC) was o r g a n i z e d  i n  t h e  

p r o v i n c i a l  l e v e l  t o  a c t  a s  m a r k e t i n g  arm o f  t h e  SN. The 

C o o p e r a t i v e  R u r a l  Banks (CRBs) s e r v i c e  t h e  f i n a n c i n g  o f  t h e  whole  

s y s t e m .

The Samahang F^yon p r o g ra m  a s  i t  i s  known, was g i v e n  a  v e r y  

i n p o r t a n t  r o l e  t o  p l a y  in  s h a p i n g  t h e  a g r i c u l t u r a l  d e v e lo p m e n t  in  

t h e  r u r a l  a r e a s .  V ° r y  h ig h  e x p e c t a t i o n s  a r e  p l a c e d  upon them and  

t h i s  i s  a  c h a l l e n g e  t h a t  a g r i c u l t u r a l  c o o p e r a t i v e s  a r e  f a c i n g  

r i g h t  now.

I l l  The R o le  o f  An- l̂ c u l t u r a l  C o o p e r a t i v e s
i

A g r i c u l t u r a l  c o o p e r a t i v e s  i n  t h e  c o u n t r y  p l a y  an  i m p o r t a n t  

r o l e  in  t h e  r u r a l  economy. Though, in  g e n e r a l ,  i t  c a n  be s a i d  

t h a t  a g r i c u l t u r a l  c o o p e r a t i v e s  in  t h e  P h i l i p p i n e s  a r e  s t i l l  weak 

com pared t o  o t h e r  more d e v e l o p e d  c o o p e r a t i v e s  i n  A s i a ,  h o w ev er ,  

t h e r e  a r e  s e v e r a l  p r i m a r y  l e v e l  c o o p e r a t i v e s  <SNs) who a r e  v e r y



s u c c e s s f u l  i n  t h e i r  b u s i n e s s  o p e r a t i o n .  T hese  c o o p e r a t i v e s  a r e  

m o s t l y  m u l t i - p u r p o s e  t y p e  and t h e i r  b u s i n e s s  l o c a t i o n s  a r e

a c c e s s i b l e  t o  t h e  f a r m i n g  a r e a s  o f  t h e  members * The s e r v i c e s  

t h e y  a x e  e x t e n d i n g  t o  t h e i r  members a r e  f i n a n c i n g  i n  a g r i c u l t u r a l  

p r o d u c t i o n ,  s u c h  a s  s e e d s ,  f e r t i l i z e r s ,  c h e m i c a l s  and c a s h .  

T h e s e  c o o p s  a l s o  f i n a n c e  t h e  c o n s t r u c t i o n  o f  p o s t  h a r v e s t  

f a c i l i t i e s  s u c h  . a s  s o l a r  d r y e r  and a i r  d r y i n g  sh e d  o f  t h e  

members .  D uring  h a r v e s t  t i m e ,  t h e  same c o o p s  d i r e c t l y  p u r c h a s e  

t h e  p r o d u c e  o f  t h e  f a r m e r s  o r  h e l p  them  s e l l  t h e i r  p r o d u c t  t o  

t h e i r  m a r k e t s .  Some c o o p s  have  e v e n  c o n s t r u c t e d  i t s  ovm s o l a r

d r y e r ,  w a r e h o u s e  and r i c e  m i l l .  Some have  t r a n s p o r t  eq u ip m e n ts

and e v e n  s t o r e  o u t l e t s  f o r  t h e i r  p r o c e s s e d  p r o d u c t s .  A s id e  from  

t h e  s e r v i c e s  g i v e n ,  t h e  same a r e  a l s o  m anaging  c o n su m e r s

c o o p e r a t i v e s  t o  s e r v e  t h e i r  members .

T h es e  m u l t i - p u r p o s e  c o o p e r a t i v e s  a r e  now s e r v i n g  t h e i r  

members s t a r t i n g  from  p r o d u c t i o n ,  d r y i n g ,  w a r e h o u s i n g ,  

p r o c e s s i n g ,  m a r k e t i n g  and e v e n  p r o v i d i n g  c o n s u m e r ' s  g o od s  f o r  

them  t o  buy.  As t h e  c y c l e  o f  l e n d i n g ,  p r o d u c i n g ,  b u y in g  and  

s e l l i n g  a r e  now h a n d le d  by t h e s e  c o o p e r a t i v e s ,  t h e  c i r c u l a t i o n  o f  

c u r r e n c y  i s  now c o n c e n t r a t e d  on t h e  c o o p e r a t i v e s  and t h e  members .  

T h e r e  i s  now a  r e l a t i o n s h i p  o f  l e n d i n g - p a y i n g - b u y i n g - s e i l l i n g  

b e tw e e n  t h e  c o o p  and t h e  members.  S i n c e  t h e  b u s i n e s  o p e r a t i o n s  

o f  t h e  c o o p e r a t i v a  ^  c o n t i n u o u s ,  c o n s i d e r a b l e  s a v i n g s  ’ i s  

r e a l i z e d  by t h e  co o p  and s o  w i t h  t h e  members a t  t h e  end o f  e v e r y  

b u s i n e s s  y e a r .  As t h e  y e a r s  go b y ,  t h e  c o o p e r a t i v e  i s  

c o n t i n u o u s l y  g r o w i n g .
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A s id e  f ro m  v e r y  s u c c e s s f u l  p r i m a r y  l e v e l  c o o p e r a t i v e s  which  

c a n  c a t e r  t o  a l m o s t  a l l  t h e  need s  o f  t h e i r  members ,  t h e r e  a r e  

a l s o  v e r y  s u c c e s s f u l  Area  M a r k e t i n g  C o o p e r a t i v e s  (AMCs). These  

a r e  s e c o n d a r y  l e v e l  c o o p e r a t i v e s  w i t h  a  b i g g e r  a r e a  o f  o p e r a t i o n .  

The main p u r p o s e  f o r  which t h e y  were o r g a n i z e d  was t o  h a n d l e  t h e  

m a r k e t i n g  s e r v i c e s  o f  member SNs and o t h e r  p r i m a r y  c o o p e r a t i v e s .  

The o p e r a t i o n  o f  AMC i s  m o s t l y  p r o v i n c e w i d e ,  however  t h e r e  a r e  

some AMCs whose c o v e r a g e  i s  s m a l l e r  t h a n  a  p r o v i n c e ^  i t  may c o v e r  

a  s i n g l e  m u n i c i p a l i t y  o r  m ore ,  d e p e n d in g  on t h e i r  n e e d s .  Members 

in  t h e  AMCs a r e  a l s o  engaged in  t h e  s u p p l y  o f  f a rm  i n p u t s  and t h e

m a r k e t i n g  o f  members p r o d u c e .  As o f  J u n e  3 0 ,  1 9 8 9 ,  t h e r e  a r e  76

r e g i s t e r e d  AMCs w i t h  a  membership o f  1 , 1 2 4  Samahang Mayons and  

6 , 1 1 8  p r i m a r y  c o o p e r a t i v e s  w i t h  a  t o t a l  membership o f  2 6 3 , 5 9 0

i n d i v i d u a l s .

The C o o p e r a t i v e  R u r a l  Banks (CRBs) c o m p l e t e  t h e  s u p p o r t  

mechanism by s e r v i c i n g  th e  f i n a n c i a l  n eed s  o f  t h e  whole s y s t e m .  

The membership o f  b o t h  t h e  AMCs i s  composed m a i n l y  o f  SNg.

In  o r d e r  t o  i n c r e a s e  t h e  c o o p e r a t i v e  s t r e n g t h  o f  t h e

p r i m a r i e s  (Samahang Nayons and C o o p e r a t i v e s ) ,  co op  f e d e r a t i o n s  

were o r g a n i z e d  w i t h i n  a m u n i c i p a l / p r o v i n c i a l  l e v e l s .  Members o f  

t h e s e  f e d e r a t i o n s  a r e  Samahang Nayons and C o o p e r a t i v e s .  These  

m u n i c i p a l / p r o v i n c i a l  c o o p e r a t i v e  f e d e r a t i o n s  o r  u n io n s  (PCUs) a r e  

l a t e r  f e d e r a t e d  i n t o  R e g i o n a l  C o o p e r a t i v e  Unions (R C U s) .  The 

R g e i o n a l  C o o p e r a t i v e  U n io n s ,  t h e  N a t i o n a l  F e d e r a t i o n s  of  

C o o p e r a t i v e s ,  and t h e  Pambansang K a t ip u n a n  ng mga Samahang Nayons  

f i n a l l y  f e d e r a t e d  t h e m s e l v e s  i n t o  one o r g a n i z a t i o n  and t h i s  i s  

t h e  C o o p e r a t i v e  Union o f  t h e  P h i l i p p i n e s  (CUP).
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T hese  c o o p e r a t i v e  f e d e r a t i o n s / u n i o n s  s t a r t i n g  f rom  t h e  

M u n i c i p a l  C o o p e r a t i v e  Union up t o  t h e  a p e x  o r g a m i z a t i o n , . t h e  

C o o p e r a t i v e  Union o f  t h e  P h i l i p p i n e s  a r e  n o n - b u s i n e s s  

o r g a n i z a t i o n s .  The o v e r a l l  o b j e c t i v e  o f  t h e s e  o r g a n i z a t i o n s  i s  

t o  d e v e l o p  t h e  c o o p e r a t i v e  movement in  t h e  P h i l i p p i n e s  t h r o u g h  

i n t e g r a t e d  e f f o r t s  c o n s i d e r i n g  t h e  b o t t o m - u p  p r o c e s s .  The 

s e r v i c e s  t h a t  a r e  o f f e r e d  by t h e s e  o r g a n i z a t i o n s  a r e  p r o m o t i o n  o f  

c o o p e r a t i v e s  a s  a way o f  l i f e ,  r e s e a r c h  and i n f o r m a t i o n ;  

e d u c a t i o n  and t r a i n i n g ,  a u d i t ,  t e c h n i c a l  s e r v i c e s ,  c o n s u l t a n c y ,  

and f a c i l i t a t i o n  o f  t r a n s f e r  o f  t e c h n o l o g y ,  a d v i c e  th e  

a p p r o p r i a t e  a u t h o r i t i e s  on a l l  m a t t e r s  r e l a t i n g  t o  c o o p e r a t i v e s  

and r e p r e s e n t  c o o p e r a t i v e s  a t  home and a b r o a d .

The b u s i n e s s  o r g a n i z a t i o n s  o f  co o p er= st . iv es  a r e  t h e  Samahang 

Nayons w i t h  b u s i n e s s  a c t i v i t i e s  and t h e  Community b a s e d  M u l t i -  

P u r p o s e  C o o p e r a t i v e s  which a r e  o p e r a t i n g  on a p r i m a r y  l e v e l .  On 

t h e  s e c o n d a r y  l e v e l ,  t h e  A rea  M a r k e t i n g  C o o p e r a t i v e s  a r e  s e r v i n g  

t h e  p r i m a r i e s .  T h e i r  a r e a  o f  o p e r a t i o n  i s  m u n i c i p a l  or  

p r o v i n c i a l  d e p e n d in g  on t h e  n e e d s .  The C o o p e r a t i v e  M a r k e t i n g  

C o o p e r a t i v e s  and i t s  a r e a  o f  o p e r a t i o n  i s  n a t i o n w i d e .

In  December 1 9 7 9 ,  t h e  C o o p e r a t i v e  R u r a l  B a n k e r s  A s s o c i a t i o n  

o f  t h e  P h i l i p p i n e s  was o r g a n i z e d  w i t h  t h e  B u r e a u  o f  C o o p e r a t i v e s  

D ev elop m en t  ( BCOD) a s  a n o n - s t o c k  t o  s t o c k  c o r p o r a t i o n .  As o f  

December 3 1 ,  1 9 8 5  BANGKOOP h ad :  a s s e t s  o f  P 4 2 . 3  m i l l i o n ,

l i a b i l i t i e s  o f  7 3 8 . 6  m i l l i o n  ( i n c l u d i n g  a P12 m i l l i o n  from th e  

C o o p e r a t i v e  Develop m en t  Loan Fund ( CDLF) and ? 2 5  m i l l i o n  c r e d i t  

l i n e  from  t h e  M i n i s t r y  o f  A g r i c u l t u r e  and Food (MAF),  and 

c a o i t a l  a c c o u n t s  of  . P 3 . 7  m i l l i o n .  Net income f o r  1 9 8 5  was
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r e p o r t e d  a t  ? 3 . 4  m i l l i o n .  As o f  J u n e  1 9 8 6 ,  BANGKOOP membership  

c o n s i s t e d  o f  a l l  29 CRBs o p e r a t i n g  w i t h i n  t h e  c o u n t r y .  BANGKOOP 

p r o v i d e s  member CRBs w i t h  n a t i o n a l  l e g i s l a t i v e  r e p r e s e n t a t i o n ,  

p l a n n i n g ,  d e v e l o p m e n t ,  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  

s e r v i c e s .

Samahang Nayons t h r o u g h o u t  t h e  c o u n t r y  o r g a n i z e d  a s t r o n g  

network o f  f e d e r a t i o n s .  By 1 9 8 1 ,  t h i s  network c o n s i s t e d  o f  1 , 4 6 7  

m u n i c i p a l  f e d e r a t i o n s ,  74 p r o v i n c i a l  f e d e r a t i o n s ,  12  r e g i o n a l  

f e d e r a t i o n s  and 1 n a t i o n a l  f e d e r a t i o n ,  known a s  t h e  Pamfaansang 

K a t ip u n a n  ng mga Samahang Nayon (PKSN).

The F e d e r a t i o n  o f  F r e e  F a r m e r s '  C o o p e r a t i v e s ,  I n c .  ( F P C I ) 

was o r g a n i z e d  in  1 9 6 9  a s  t h e  e c o n o m ic  arm of  t h e  F e d e r a t i o n  o f  

F r e e  F a r m e r s  ( F F F ) ,  a n a t i o n a l  f a r m e r s '  u n io n .  FFCI c l o s e l y  t i e d  

t o  a g r a r i a n  r e f o r m ,  exp an d ed  i t s  pro g ram  d u r i n g  t h e  e a r l y  1 9 7 0 s .  

By 1 9 7 7 ,  t h e  f e d e r a t i o n  had a f f i l i a t e s  in  f o u r  p r o v i n c e s  

r e p r e s e n t i n g  1 7 , 0 0 0  f r e e  f a r m e r s ,  w i th  a s s e t s  t o t a l l i n g  P 2 1 . 6  

m i l l i o n .

C o n s i d e r a b l e  number o f  t h e s e  b u s i n e s s  c o o p e r a t i v e s  a r e  d o in g

b u s i n e s s  w i t h  e a c h  o t h e r .  Though t h e  o p e r a t i o n  i s  r a t h e r  s m a l l

and few c o o p e r a t i v e s  a r e  i n v o l v e d ,  however t h e r e  i s  a b i g  c h a n c e

t h a t  in  t h e  coming y e a r s  a  f u l l  i n t e r - c o o p e r a t i v e  t r a d i n g  w i l l  be
/

r e a l i z e d .

The l i n k a g e s  o f  SNs-PCUs-RCUs-CUP o n l y  p r o v e  t h a t  a 

c o o p e r a t i v e  movement in  t h e  c o u n t r y  i s  o n - g o i n g .  T h is  

i n t e g r a t i o n  o f  c o o p e r a t i v e s  r e s u l t e d  t o  i t s  i n c r e a s e  in  s e r v i c e s  

and c o m p e t i t i v e  s t r e n g t h .
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I n t e g r a t e d  c o o p e r a t i v e  o r g a n i z a t i o n s  in  t h e  P h i l i p p i n e s  h as  

a l s o  i t s  own p r o b l e m s .  In  t h e  Samahang Nayons a l o n e ,  g e n e r a l l y  

t h e i r  o p e r a t i o n s  a r e  s m a l l  and c a n  be c o n s i d e r e d  a s  weak 

o r g a n i z a t i o n s .  T h i s  weakness  c a n  be t r a c e d  on t h e  s l o w  c a p i t a l  

f o r m a t i o n ,  l i m i t e d  b u s i n e s s / s e r v i c e  o p e r a t i o n s  and s l o w  g ro w th  in  

m em b ership .  At p r e s e n t ,  m a j o r i t y  o f  t h e  n e e d s  o f  t h e  f a r m e r s  a r e  

s t i l l  s e r v i c e d  by p r i v a t e  b u s i n e s s m e n .  Only a f e w ' a r e  s e r v i c e d  

by . t h e  c o o p e r a t i v e .  Having a  weak c o o p e r a t i v e  b a s e ,  t h e  

s e c o n d a r i e s  a r e  a l s o  weak.  The o p e r a t i o n  o f  t h e  s e c o n d a r i e s  

g r a a t l y  dep ends on t h e  p a r t i c i p a t i o n  and s u p p o r t  o f  t h e  

p r i m a r i e s .  G e n e r a l l y ,  c o o p e r a t i v e  movement in  t h e  P h i l i p p i n e s  i s  

a s  i t s  d e v e lo p m e n t  s t a g e .  I t  i s  j u s t  b e g i n n i n g  t o  grow.

In  o r e r  t o  o v ercom e t h i s  p r o b l e m ,  a t t e n t i o n  s h o u ld  be 

f o c u s e d  on t h e  p r i m a r i e s .  T o t a l  d e v e l o p m e n t  p l a n  t o  make t h e  

p r i m a r i e s  become s t r o n g  s h o u ld  be a d a p t e d .  Once t h e  p r i m a r i e s  

become s t r o n g ,  t h e  s e c o n d a r i e s  and an a p e x  s h a l l  become s t r o n g  

t o o .

Numerous a d v a n t a g e s  c a n  be d e r i v e d  from  i n t e g r a t e d  s e r v i c e s  

o f  c o o p e r a t i v e s .  I n  th e  p u r c h a s e  o f  f a r m  i n p u t s  a l o n e ,  t h e  

c o o p e r a t i v e  has  a b a r g a i n i n g  power b e c a u s e  o f  t h e  volume  

i n v o l v e d .  T h i s  i s  t r u e  w i t h  t h e  m a r k e t i n g  o f  p r o d u c e ,  b e c a u s e  

t h e  c o o p e r a t i v e  has  a volume of  p r o d u c e ,  i t  c a n  a c c e p t  p u r c h a s e  

o r d e r s  in  volume a t  a h i g h e r  p r i c e .  As a  r e s u l t ,  t h e  c o o p e r a t i v e  

c a n  buy c o m m o d i t i e s  a t  a lo w er  p r i c e  b u t  c a n  s e l l  p r o d u c t s  a t  a  

h i g n e r  p r i c e .

Through i n t e g r a t i o n ,  m a rk e t  o p p u r t u n i t i e s  s h a l l  be 

i d e n t i f i e d  t h r o u g h o u t  t h e  c o u n t r y .  Knowing t h e  kind of  p r o d u c t .
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i t s  vo lum e,  s e a s o n  of  o v e r s u p p l y  and u n d e r s u p p l y ,  a c c e s s i b i l i t y  

and o t h e r  m a rk e t  d a t a ,  t h e  a g r i c u l t u r a l  c o o p e r a t i v e s  w i l l  know 

whac kind of  c r o p  t o  r a i s e ,  how much i s  th e  v olum e,  where t o  s e l l  

t h e  p r o d u c t ,  in  what month of  t h e  y e a r  and what would be t h e  

s e l l i n g  p r i c e .  A l l  a g r i c u l t u r a l  p r o d u c t i o n  plaffi sh o u ld  be b a s e d  

on m ark et  s t u d y  so  t h a t  t h e  o v e r s u p p l y  and u n d e r s u p p l y  o f  p r o d u c t  

w i l l  be c o n t r o l l e d .  In so  d o i n g ,  t h e  s e l l i n g  p r i c e  o f  t h e  

f a r m e r s '  p r o d u c e  w i l l  be s t a b l e  and v a n t a g e o u s  t o  t h e  f a r m e r .  

I n t e g r a t i o n  o f  c o o p e r a t i v e s  w i l l  a l s o  p r o v i d e  t h e  members w i th  

up dated  i n f o r m a t i o n  on f i n a n c i n g ,  t e c h n o l o g y  t r a n s f e r  and o t h e r  

i n f o r m a t i o n  t h a t  w i l l  c o n t r i b u t e  t o  t h e  t o t a l  d e v e lo p m e n t  o f  t h e  

movement.  As p r o v e n  by o t h e r  s u c c e s s f u l  c o u n t r i e s ,  i n t e g r a t e d  

o p e r a t i o n  has  i t s  v e r y  s t r o n g  e f f e c t s  t o  t h e  f a s t  g r o w th  o f  

c o o p e r a t i v e s .

"Despite t h e  a c h i e v e m e n t s  o f  i n t e g r a t i o n ,  t h e  c o o p e r a t i v e  

movement s t i l l  s u f f e r e d  from a r a n g e  o f  d ev elop m en t  c o n s t r a i n t s  

which i n c l u d e d :  a )  a weak i n s t i t u t i o n a l  s t r u c t u r e  f o r  p r o v i d i n g

s u s t a i n e d  c o o p e r a t i v e  e d u c a t i o n ;  b) t h e  a b s e n c e  of  a f o r m a l i z e d  

v e r t i c a l  s y s t e m  o f  c o o p e r a t i v e  f i n a n c e  t o  meet t h e  f i n a n c i a l  

grow th needs  o f  t h e  movement;  c ), a l a c k  o f  q u a l i f i e d  

c o o p e r a t i v e  m an ag ers  and a s y s t e m  t o  h e l p  r e c r u i t  and t r a i n  s u c h  

i n d i v i d u a l s ;  d) t h e  a b s e n c e  o f  a l o n g - t e r m  c a p i t a l  b u i l d - u p  

p ro g ra m ;  e )  i n a d e q u a t e  governm ent  i n c e n t i v e s  t o  e n c o u r a g e  c o o p -  

s. :? .^ive e x p a n s i o n ;  and f )  n e g a t i v e  im p a c t  o f  go vernm ent  i n t e r v e n 

t i o n  in  s u c h  a r e a s  a s  farm  c r e d i t  and p r i c e  p o l i c y .

As of  June  3 0 ,  1 9 8 9 ,  t h e  number o f  a c t i v e  a g r i c u l t u r a l  c o o p 

e r a t i v e s  r e g i s t e r e d  v.-Lth th e  Bureau o f  A g r i c u l t u r a l  C o o p e r a t i v e s  

Development a r e  a s  f o l l o w s :



P r o d u c e r s  210
M a r k e t i n g  348
AMCs 75
F e d e r a t i o n s  . 68
M u l t i - P u r p o s e  6 4 7
Unions 56
CRBs 29
Saraahang N a y o n s :

a )  w i t h  e c o n o m ic  a c t i v i t y  -  1 , 8 5 4
b) w i t h o u t  e c o n o m ic  a c t i v i t y  -  1 1 . 1 0 4  1 2 , 9 5 8

Type of. C oo pe r a t i v e  No. of R e g i s t e r e d / R e - r e g i s t e r e d

T o t a l  1 4 , 4 0 2

IV. A n a l y s i s

I t  i s  a common p e r c e p t i o n  t h a t  c o o p e r a t i v e  e f f o r t s  in  t h e  

P h i l i p p i n e s  h a v e  c o n s i s t e n t l y  r e s u l t e d  in  f a i l u r e .  T h i s  i s  a  

g r o s s  a s s u m p t i o n  which i s  s i m p l y  n o t  t r u e .  A c o o p e r a t i v e  l i k e  

a n y  o t h e r  fo rm  o f  p r i v a t e  b u s i n e s s  i s  s u b j e c t  t o  e c o n o m ic

r e a l i t i e s  o f  t h e  m a r k e t p l a c e -  Once i t s  e c o n o m i c  r e a s o n  f o r  b e i n g  

c e a s e s  on a t  s u c h  t im e  t h a t  i t  i s  no l o n g e r  a b l e  t o  e f f e c t i v e l y  

com p ete  in  t h e  m a r k e t  w i t h  i t s  go od s  and s e r v i c e s , .  f o r  r e a s o n s

w i t h i n  o r  o u t s i d e  o f  i t s  c o n t r o l ,  i t  i s  f i n i s h e d .  The f a i l u r e

r a t e  o f  c o o p e r a t i v e s  in  thQ P h i l i p p i n e s  h a s  b een  h i g h e r  t h a n

m ig h t  hav e  been e x p e c t e d  had c o o p e r a t i v e s  been  e x p o s e d  t o  l e s s  

g o v e r n m e n t  i n t e r v e n t i o n  and had t h e y  e q u a l  a c c e s s  a l o n g  w i t h  

o t h e r  p r i v a t e  s e c t o r  i n t e r e s t s  t o  f i n a n c i n g  m a r k e t s .  In  s p i t e  o f  

t h i s  t r u i s m ,  i t  i s  n e v e r t h e l e s s  a f a c t  t h a t  a h i g h e r  p e r c e n t a g e  

o f  b u s i n e s s  p a r t n e r s h i p s  and c o r p o r a t i o n s  in  t h e  c o u n t r y  have  

f a i l e d  t h a n  h av e  c o o p e r a t i v e s .  What h a s ,  in  f a c t ,  f a i l e d  i s  t h e  

a b i l i t y  o f  g o v e r n m e n t  t o  " l e g i s l a t e "  s u c c e s s  o f  c o o p e r a t i v e

e f f o r t s .



The c o o p e r a t i v e  movement has  c o n t i n u e d  on i t s  own t o  grow  

o v e r  t h e  y e a r s .  At t h e  b e g i n n i n g  o f  1 9 6 9  r e c o r d s  showed a  t o t a l  

o f  5 , 4 6 3  c o o p e r a t i v e s  r e g i s t e r e d  w i t h i n  t h e  c o u n t r y .  Of t h e s e ,  

o n l y  1 , 5 3 0  were c o n s i d e r e d  " a c t i v e "  w i t h  membership o f  5 5 0 , 0 0 0  

and c a p i t a l i z a t i o n  o f  P 3 0 . 5  m i l l i o n .  T h is  r a p i d  i n c r e a s e  i s  

l e s s  t h a n  t w e n t y  y e a r s  p o i n t s  t o  s u c c e s s  r a t h e r  t h a n  f a i l u r e  o f  

c o o p e r a t i v e  a c t i v i t y .

To be s u r e ,  t h e  c o o p e r a t i v e  movement has  had i t s  f a i l u r e s .  

B u t ,  a s  h a s  b een  p o i n t e d  o u t ,  many o f  t h e s e  f a i l u r e s  c a n  be 

d i r e c t l y  l i n k e d  t o  t h e  n e g a t i v e  im p a ct  o f  g o vern m en t  i n t e r v e n t i o n  

and t h e  a b s e n c e  o f  a d e q u a t e  i n c e n t i v e s  t o  e n c o u r a g e  c o o p e r a t i v e  

e x p a n s i o n .  C o n v e r s e l y ,  c o o p e r a t i v e s  c a n  be c r i t i c i z e d  f o r  t h e i r  

o v e r - r e l i a n c e  upon g o v e r n m e n t  and f o r  t h e i r  s l o w n e s s  t o  a s s u r e  

l e a d e r s h i p  and r e s p o n s i b i l i t y  f o r  t h e i r  own d e v e l o p m e n t .  R e c e n t  

a c c o m p l i s h m e n t s  in  d e v e l o p i n g  and s t r e n g t h e n i n g  r e g i o n a l  and  

n a t i o n a l  f e d e r a t e d  c o o p e r a t i v e  s t r u c t u r e s  have h e lp e d  g r e a t l y  t o  

l e a d e r s h i p  o v e r  c o o p e r a t i v e  d e v e lo p m e n t  e f f o r t s .  I t  i s  a l s o  

h e l p i n g  t o  e s t a b l i s h  o n - g o i n g  c o l l a b o r a t i v e  r e l a t i o n s h i p s  w i t h  

many i n t e r n a t i o n a l  c o o p e r a t i v e s  and o r g a n i z a t i o n s  which s u p p o r t  

c o o p e r a t i v e  d e v e lo p m e n t  a c t i v i t i e s .

Middle  o f  1 9 8 9  f i g u r e s  show t h e  t o t a l  number o f  c o o p e r a t i v e s  

r e g i s t e r e d  w i t h  t h e  Bu reau  of  A g r i c u l t u r a l  C o o p e r a t i v e s  

Development e q u a l l e d  5 , 8 6 1 ,  o f  t h e s e  4 , 3 6 2  were c o n s i d e r e d  t o  be

a c t  i v e .
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•The com bined c a p i t a l  s t r u c t u r e  o f  t h e -  a g r i c u l t u r a l  

c o o p e r a t i v e s  a p p r o x i m a t e d  P 1 0 9 . 9  m i l l i o n  w h i l e  t o t a l  a s s e t s  were  

e s t i m a t e d  a t  P 4 7 4 . 6  m i l l i o n .  T a b l e  1 s u m m a r iz e s  t h e  s t a t u s  o f

11

t h e  a g r i c u l t u r a l  c o o p e r a t i v e s  a s  o f  Decembeer

STATUS OP PHILIPPINE AGRICULTURAL COOPERATIVES

Type o f  Coop. No. o f  A c t i v e
R e g i s t e r e d  Membership

( G r o u D / I n d . )

3 1 ,  1 9 8 6 .

1 AS OF DEC.

P a i d - U p  
C a p i t a l  

(P M)

3 1 ,  1 9 8 6

T o t a l  
A s s e t s  

(P M)

M a r k e t i n g 2 96 5 , 9 9 0  ( I ) 5 . 1 1 9 . 5

P r o d u c e r s 2 0 1 5 , 4 7 0  ( I ) . 3 1 . 2

M u l t i - P u r p o s e 1 2 6 ? ? 7

F e d e r a t i o n s , 66 ? ? 7

AMCs 65 3 , 0 8 5  (G) 2 4 . 6 5 6 . 9

Unions 38 • ? »

CRBs , 29 5 , 1 1 7  (G) 2 9 . 9 2 9 6 . 6

Samahang Nayon 1 6 , 9 2 1 3 0 0 , 0 0 0  ( I ) NA 9 8 . 4

TOTAL 1 7 , 7 4 2 3 1 9 , 6 6 2 1 0 9 . 9 4 7 4 . 6

The a g r i c u l t u r a l  c o o p e r a t i v e s  in  t h e  P h i l i p p i n e s  c a n  be 

c o n c l u d e d  a s  a  w eak er  o r g a n i z a t i o n  co m pared  t o  o t h e r  t y p e s  Such, as  

c r e d i t  & c o n s u m e r s .  W hile  g o v e r n m e n t  h a s  p u t  up much i n v e s t m e n t  

on a g r i c u l t u r a l  c o o p e r a t i v e s ,  t h e  i m p a c t  o f  i t s  a s s i s t a n c e  

p r o d u c e d  m a r g i n a l  r e s u l t s  in  t e r m s  o f  c o o p e r a t i v e s  g r o w th  and  

d e v e l o p m e n t .

The g r e a t e s t  o f  a g r i c u l t u r a l  c o o p e r a t i v e s  was s e e n  in t h e  

e x p a n s i o n  o f  CRBs. AMCs, w h i l e  o u t p e r f o r m i n g  t h e i r  p r e d e c e s s o r  

FACOMAS/ s t i l l  s u f f e r e d  from  i n s u f f i c i e n t  f i n a n c i n g ,  weak m anage-



meat  and f l a t  p r o f i t s  (due p r i m a r i l y  t o  governm ent  p r i c e  c o n t r o l s  

on r i c e  and c o r n ) .

V. Development o f  C o o p e r a t i v e  Movement
I

B e g i n n i n g  in  1 9 7 5 ,  g row th  w i t h i n  t h e  SN/AMC/CRB s t r u c t u r e  

began t o  s l o w  down f o r  l a c k  o f  t r a i n e d  management and f i n a n c i a l  

r e s o u r c e s ,  p a r t i c u l a r l y  in  t h e  a r e a  o f  m a r k e t i n g  a c t i v i t i e s .  

While SN, AMCs arid CRBs were 1 0 0  p e r c e n t  c a p i t a l i z e d  by f a r m e r s ,  

t h e i r  d ep en d en c e  on o u t s i d e  f u n d in g  t o  f i n a n c e  t h e i r  b u s i n e s s  

o p e r a t i o n s  s u b j e c t e d  them t o  v u l n e r a b i l i t y .  P a r t  o f  t h i s  f i n a n 

c i a l  p ro b lem  c a n  be a t t r i b u t e d  t o  t h e  l a c k  o f  g o v ern m en t  s o u r c e  

funds a t  t h e  t i m e  f o r  expanded CRB l e n d i n g  due t o  an u n a n t i c i p a -  

t e c  s h o r t f a l l  i n  f o r e i g n  e x c h a n g e  e a r n i n g s  and t h e  im p a c t  o f  t h e  

h i g h e r  c o s t  o f  f u e l  i m p o r t a t i o n s .  The s i t u a t i o n  was compounded 

f u r t h e r  in  t h e  a b s e n c e  o f  a w e l l - d e f i n e d  pro g ram  t o  a d m i n i s t e r  

c o o p e r a t i v e  f i n a n c e  w i t h i n  t h e  c o u n t r y .  The C o o p e r a t i v e  D e v e lo p 

ment Loan Fund (CDLF) managed by t h e  BCOD was,  a t  b e s t ,  a s o f t  

l o a n  pro g ram  w i t h o u t  r i g i d  c r i t e r i a  f o r  b o r r o w e r  s e l e c t i o n  and 

lo a n  s u p e r v i s i o n .

In an a t t e m p t  t o  overcom e f i n a n c i a l ,  management and 

t e c h n i c a l  d e v e lo p m e n t  c o n s t r a i n t s  w i t h i n  t h e  SN/AMC/CRB 

s t r u c t u r e ,  t h e  g o v ern m en t  i n i t i a t e d  two s p e c i a l  n a t i o n a l - l e v e l  

d ev elo p m en t  p r o j e c t s ,  w i t h  USAID a s s i s t a n c e ,  b e g i n n i n g  in  19-76.  

The f i r s t  o f  t h e s e  p r o j e c t s ,  known i n i t i a l l y  a s  t h e  Samahang  

Nayon Development P r o j e c t  (SNDP),  s o u g h t  t o  i n t r o d u c e  e c o n o m ic  a s  

w e l l  a s  s o c i a l  a c t i v i t y  a t  t h e  Samahang Nayon l e v e l .  B e g i n n i n g  

in  1 9 7 7  t h i s  p r o j e c t  began w orking w i t h  6 p i l o t  SNs t o  t e s t  t h e i r  

e f f e c t i v e n e s s  in  l e a d e r s h i p  d e v e l o p m e n t ,  r e c o r d  k e e p i n g ,  communal
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management o f  f a r m  m e c h a n i z a t i o n  and c o n s t r u c t i o n  and m a i n t e n a n c e  

o f  b a r r i o - l e v e l  m u l t i - p u r p o s e  s t o r a g e  f a c i l i t i e s .  The p r o j e c t  

p r o v i d e d  medium t e r m  d e v e l o p m e n t  l o a n s  t o  p a r t i c i p a t i n g  SN- t o  

f i n a n c e  c o o p e r a t i v e  managed e c o n o m i c  p r o j e c t s .  The p r o j e c t  was 

e x p an d ed  under  t h e  Samahang Nayon S u p p o r t  P r o j e c t  (SNSP) t h e  

f o l l o w i n g  y e a r  t o  i n c l u d e  a  wide r a n g e  o f  e c o n o m ic  a c t i v i t i e s  

w hich  SN members would be r e s p o n s i b l e  f o r  m anaging t h e i r  own. In  

a l l ,  1 6 1  3N in  17 p r o v i n c e s ,  w i t h  a  t o t a l  membership o f  1 0 , 5 0 0  

f a r m  f a m i l i e s ,  p a r t i c i p a t e d  in  t h e  p r o j e c t  d u r i n g  t h e  y e a r s  1 9 7 7 -  

1 9 8 4 .  D u rin g  t h i s  t i m e  a t o t a l  o f  350  d e v e lo p m e n t  l o a n s  were  

made t o  f i n a n c e  SN e c o n o m ic  p r o j e c t s  w i t h  a c o l l e c t i v e  re p a y m e n t  

p e r f o r m a n c e  e x c e e d i n g  80 p e r c e n t .  The s u c c e s s  o f  t h i s  p r o j e c t  

r e s u l t e d  in  a ch a n g e  o f  p o l i c y  by g o vern m en t  manpower  

c o n s t r a i n t s ,  h o w e v e r ,  r e s t r i c t e d  BACOD’ s  c a p a b i l i t y  o f  r e p l i c a 

t i n g  t h e  SNSP s u c c e s s  s t o r y  on a n a t i o n w i d e  b a s i s ^

The s e c o n d  s p e c i a l  p r o j e c t  w h ich  was i n i t i a t e d  t o  a d d r e s s  

r h e  c o n s t r a i n t s  o f  t h e  a g r i c u l t u r a l  c o o p e r a t i v e s  was t h e  C o o p e r a 

t i v e  M a r k e t i n g  P r o j e c t  (CMP) w h ich  beg an  in  May 1 9 7 8  w i t h  $6

m i l l i o n  l o a n  f ro m  USAID and $ 6 . 7  m i l l i o n  e q u i v a l e n t  c o u n t e r p a r t  

f u n d in g  f ro m  g o v e r n m e n t . .  The CMP was d e s i g n e d  tx3 s t r e n g t h e n  th e  

m a n a g e r i a l  f i n a n c i a l  and t e c h n i c a l  c a p a b i l i t i e s  o f  a  s e l e c t  g r o u p  

o f  AMCs and CRBs. The p r o j e c t  p r o v i d e d  a c o m b i n a t i o n  o f

t e c h n i c a l  and f i n a n c i a l  a s s i s t a n c e  t o w a r d  m e e t i n g  t h i s  g o a l . -  

Under t h e  CMP, a c o o p e r a t i v e  f i n a n c e  s y s t e m  was d e v e l o p e d  a l o n g  

c o n v e n t i o n a l  l e n d i n g  s t a n d a r d s  w h ich  p r o v i d e d  s h o r t ,  medium and 

l o n g  t e r m  f i n a n c i n g  f o r  AMC w o rk in g  c a p i t a l ,  s e a s o n a l  com modity

and f a c i l i t i e s  n e e d e d .  By 1 9 8 3 ,  t h e  y e a r  o f  t h e  p r o j e c t ' s

c o m p l e t i o n ,  P 2 0 . 2  m i l l i o n  ( $ 3  m i l l i o n )  in  l o a n s  had been e x t e n 
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ded t o  16 c o o p e r a t i v e s  i n c l u d i n g  15  AMCs. Repayment p e r f o r m a n c e  

a t  t h a t  t im e  was r u n n in g  a t  90  p e r c e n t .  In a d d i t o n  t o  d e v e l o p i n g  

a s y s t e m  of  f i n a n c e  f o r  c o o p e r a t i v e s ,  t h e  CMP a l s o  s t r e s s e d  

i n t e r n a t i o n a l  f i n a n c i a l  g row th  among p a r t i c i p a t i n g  AMCs. T h is  

r e s u l t e d  in a P 5 . 3  m i l l i o n  ( $ . 8  m i l l i o n )  i n c r e a s e  in  t h e  c a p i t a l  

s t r u c t u r e  o f  AMCs which borrow ed  u n d er  t h e  p r o g ra m .  In a d d i t i o n  

t o  i t s  f i n a n c i a l  c o m p o n e n t ,  t h e  CMP a l s o  h e lp e d  t o  c r e a t e  t h e  

f i r s t  r e g i o n a l  f e d e r a t i o n  o f  AMCs in  t h e  c o u n t r y  and i n t r o d u c e d  a 

m a r k e t i n g  i n f o r m a t i o n  s y s t e m  which p r o v i d e d  a co m m u n ica t io n  n e t 

work between AMCs and l i n k e d  t h e i r  m a r k e t i n g  a c t i v i t i e s  w i th  t n a t  

of  t h e  n a t i o n a l  C o o p e r a t i v e  M a r k e t i n g  System  o f  t h e  P h i l i p p i n e s .  

The p r o j e c t  a l s o  p r o v i d e d  a wide r a n g e  o f  d o m e s t i c  and i n t e r n a 

t i o n a l  t r a i n i n g .  T h i r t y - t h r e e  ( 3 3 )  governm ent  o f f i c e r s  s t u d i e d  

c o o p e r a t i v e  m anagement,  m a r k e t i n g  and f i n a n c e  in  K o r e a ,  Taiwan  

and t h e  U . S . A .  In a l l ,  some 2 , 4 5 0  p e r s o n s  b e n e f i t e d  from  

s p e c i a l i z e d  t r a i n i n g  under  t h e  p r o j e c t .

O ther  f o r e i g n  a s s i s t e d  p r o j e c t s  o f  s i g n i f i c a n c e  d u r i n g  t h i s  

p e r i o d  i n c l u d e d  t h e  R e g i o n a l  C o o p e r a t i v e  Development P r o j e c t  f o r  

th e  Cagayan V a l l e y .  T h i s  p r o j e c t ,  i n i t i a t e d  in  1 9 7 7 ,  f o c u s e d  on 

th e  d e v e lo p m e n t  o f  a  r e g i o n a l  m a r k e t i n g  c o o p e r a t i v e ,  known a s  th e  

Cagayan V a l l e y  D evelopm ent  C o o p e r a t i v e  (CAVADECO), s u p p o r t e d  by 4 

AMCs and 4 CRBs. The p r o j e c t  was funded by a $ S . 8  m i l l i o n  l o a n  

from CIDA w i t h  a  g o v ern m en t  c o u n t e r p a r t  o f  P 54 m i l l i o n .  A f i n a l  

p r o j e c t ,  t h e  UNDP/FAO P r o j e c t  A s s i s t a n c e  t o  C o o p e r a t i v e  

M a r k e t i n g ,  began in  1 9 7 7  a s  a c o n t i n u a t i o n  o f  UNDP/FAO a s s i s t a n c e  

t o  c o o p e r a t i v e s  d a t i n g  back t o  1 9 7 2 .  T h is  p r o j e c t  s u p p o r t e d  th e  

d ev elo p m en t  o f  an  e f f e c t i v e  m a r k e t i n g  s y s t e m  f o r  p e r i s h a b l e  a g r i 
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c u l t u r a l  p r o d u c t s  and e m p h a s iz e d  t h e  m a r k e t  l i n k a g e  betw een  t h e  

Samahang Nayon and t h e  AMC/CMSP. A Samahang Nayon S a l e s  C e n t e r  

was e s t a b l s i h e d  and 5 AMCs were i d e n t i f i e d  f o r  d e v e l o p m e n t .  T o t a l  

p r o j e c t  f u n d in g  i n c l u d e d  $ 9 5 3 , 0 0 0  f ro m  UNDP/PAO and I?2 .6  m i l l i o n  

from  t h e  g o v e r n m e n t .

By 1 9 7 7 ,  a t o t a l  o f  2 0 , 6 7 5  Samahang Nayon. w i t h  9 9 5 , 1 1 0  

members had been o r g a n i z e d  in  49 p e r c e n t  o f  t h e  c o u n t r y ' s  

b a r a n g a y s  ( v i l l a g e s ) .  Of t h e s e ,  1 7 , 5 5 5  SN had c o m p l e t e d  r e g i s 

t r a t i o n ,  r e p r e s e n t i n g  8 9 6 , 7 0 8  f a r m e r - m e m b e r s . T o t a l  s a v i n g s  

g e n e r a t e d  by Samahang Nayon a t  t h a t  t im e  was B 4 . 2  m i l l i o n  ( $ 1 2  

m i l l i o n ) .  D e s p i t e  t h e  s u c c e s s f u l  e f f o r t s  o f  t h e  Samahang Nayon 

S u p p o r t  P r o j e c t  which was b e g i n n i n g  a t  t h a t  t i m e ,  t h e  SN movement  

was' in  deep t r o u b l e  due t o  l a c k  o f  e c o n o m ic  a c t i v i t y ,  im m o b i l iz e d  

a s s e t s  which were f r o z e n  in  s a v i n g s  a c c o u n t s  o f  p r i v a t e  r u r a l  

b a n k s ,  and l i m i t e d  a c c e s s  t o  p r i m a r y  c o o p e r a t i v e  s e r v i c e s  due t o  

t h e  s l o w  e x p a n s i o n  o f  AMCs and CRBs. By t h e  end o f  1 9 7 7 ,  2 9 'Ai^Gs 

were o p e r a t i n g  w i t h  a  p a i d - u p  c a p i t a l i z a t i o n  o f  ? 4 . 1  m i l l i o n .  

Only 4 CRBs had been r e g i s t e r e d  w i t h  t h e  BCOD and l i c e n s e d  by

t h e  C e n t r a l  Bank.  Combined CRB c a p i t a l i z a t i o n  a t  t h a t  t i m e  was

F 4 . 7  m i l l i o n .

As o f  J a n u a r y  1 9 8 6 ,  t h e  BACOD l i s t e d  1 7 , 1 1 5  r e g i s t e r e d  

Samahang Nayons w i t h  combined s a v i n g s  o f  J? 9 8 . 4  m i l l i o n .  L e s s  

t h a n  7 , 2 0 0  SNs were r e p o r t e d  t o  be a c t i v e .  By March 1 9 8 6 ,  th e

number o f  AMCs had e x p an d ed  t c  84 w i t h  a combined c a p i t a l  b a s e  of  

? 2 4 . 6  m i l l i o n ,  r e p r e s e n t i n g  a m embership  of  3 , 0 4 7  Samahang Nayon 

and 38 o t h e r  c o o p e r a t i v e s .  Of t h e s e ,  51 AMCs were c o n s i d e r e d
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♦
a c t i v e .  AMCs had a s s e t s  o f  J? 5 8 . 9  m i l l i o n ,  l i a b i l i t i e s  o f  P 4 1 . 3  

m i l l i o n ,  c u r r e n t  s a l e s  o f  P 5 2 . 1  m i l l i o n  and a n e t  income of  

E ^ i 4 5 ,0 0 0 .  As o f  Ju n e  1 9 8 6 ,  29 CRBs w ith  a membership o f  4 , 9 4 6  

SNs and 1 7 1  o t h e r  t y p e s  o f  c o o p e r a t i v e s  s e r v i n g  240  i n d i v i d u a l s  

{ m o s t l y  s m a l l  f a r m e r s ) ,  were o p e r a t i o n a l .  CRBs had P 2 9 6 . 6  

m i l l i o n  in  a s s e t s ,  o u t s t a n d i n g  l o a n s  of  j? 2 5 4 . 2  m i l l i o n ,  and
* *

p a i d - u p  c a p i t a l  a m o u n tin g  t o  P 7 5 . 9  m i l l i o n .  Three  ( 3 )  CRBs were  

r e p o r t e d  t o  be e x p e r i e n c i n g  s e v e r e  f i n a n c i a l  d i f f i c u l t i e s .

T o t a l  d i r e c t  d e v e lo p m e n t  l o a n s  e x te n d e d  by go vern m en t  t o  

a g r i c u l t u r a l  c o o p e r a t i v e s  d u r i n g  t h e  p e r i o d  1 9 7 3  -  1 9 8 6  e q u a l l e d  
* * *

?  156  m i l l i o n .

V I . F u t u r e  D i r e c t i o n s  o f  A g r i c u l t u r a l  C o o p e r a t i v e  Development

Keeping in  mind t h a t  many o f  t h e  f a i l u r e s  o f  a g r i c u l t u r a l  

c o o p e r a t i v e s  in  t h e  p a s t  were d i r e c t l y  l i n k e d  t o  t h e  n e g a t i v e  

, im p act  of  g overnm ent  i n t e r v e n t i o n  and th e  a b s e n c e  o f  a d e q u a t e  

i n c e n t i v e s  t o  e n c o u r a g e  c o o p e r a t i v e  e x p a n s i o n ;  t h e  c o o p e r a t i v e s '  

o v e r - r e l i a n c e  upon go v ern m en t  and f o r  t h e i r  s l o w n e s s  t o  assume  

l e a d e r s h i p  and r e s p o n s i b i l i t y  f o r  t h e i r  own d ev elo p m en t  —  t h e  new 

a p p r o a c h  i s  f o r  t h e  p r i v a t e  s e c t o r  t o  assume t h e  l e a d  r o l e  in  

p l a n n i n g  t h e  a g r i c u l t u r a l  c o o p e r a t i v e  d ev elo p m en t  in  t h e  P h i l i p 

p i n e s .
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*

V i r t u a l l y  a l l  AMCs which p a r t i c i p a t e d  in  t h e  U S A I D - a s s i s t e d  
C o o p e r a t i v e  M a r k e t i n g  P r o j e c t  were c o n s i d e r e d  a c t i v e .

During th e  p e r i o d  Ju n e  1 9 8 4  Ju n e  1 9 8 6 ,  c a p i t a l  grow th  w i t h i n  
t h e  CRB f i n a n c e  s y s t e m  a v e r a g e d  1 7 . 5  p e r c e n t  p e r  y e a r .

* * *

I n c l u d e s  l o a n  funds s o u r c e d  f rom  f o r e i g n .



The C o o p e r a t i v e  Union o f  t h e  P h i l i p p i n e s ,  a f t e r  a s e r i e s  o f  

c o n s u l t a t i o n s  w i t h  t h e  s u c c e s s f u l  a g r i c u l t u r a l  c o o p e r a t i v e  

p r i m a r i e s  has  drawn up p l a n  f o r  t h e  e s t a b l i s h m e n t  o f  a s t r o n g  

c o o p e r a t i v e  b a s e .  The p l a n  i s  in  l i n e  w i t h  t h e  r e v i s e d  g o v e r n 

ment p o l i c y  in  r e s p e c t  t o  a g r i c u l t u r a l  c o o p e r a t i v e s  t h a t  i t  w i l l  

be a s s u m in g  an " a s s i s t o r y "  and " f a c i l i t a t i v e "  r o l e  i n  t h e  o r g a n 

i z a t i o n  and d e v e l o p m e n t  o f  c o o p e r a t i v e s .

The f o l l o w i n g  a r e  t h e  o r g a n i z a t i o n a l  and d e v e l o p m e n t a l  

p o l i c i e s  and a p p r o a c h e s :
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1)  Ojn G r a s s - r o o t s  l e v e l ;

a )  What h as  been  b u i l t  and has  p r o v e d  t o  be v i a b l e  
s h a l l  n o t  be d e s t r o y e d ;  r a t h e r ,  i t  s h a l l  be 
a s s i s t e d  t o  f u r t h e r  d e v e l o p .

b) B u i l d  new ones  where more have been b u i l t  b e f o r e  
The t y p e  o f  o r g a n i z a t i o n  s h a l l  depend on t h e  
d e s i r e  and d e c i s i o n  o f  t h e  p e o p l e  t h e m s e l v e s .

2)  On S e c o n d a r y  L e v e l  C o o p e r a t i v e s  and Apex S t r u c t u r e s :

a )  The p r i n c i p l e s  under  t h e  g r a s s - r o o t s  b a s e  s h a l l  
s i m i l a r l y  a p p l y  t o  s e c o n d a r y  l e v e l ' c o o p e r a t i v e s .

b) The d e c i s i o n  t o  e s t a b l i s h  r e g i o n a l  c o o p e r a t i v e  
s t r u c t u r e s  s h a l l  d e v o l v e  upon t h e  c o o p e r a t i v e s  
t h e m s e l v e s .

c )  The p r e s e n t  o p e r a t i o n a l  a p e x  s t r u c t u r e s  s h a l l  noi 
be d i s t u r b e d .  Where t h e r e  i s  need t o  s t r e n g t h e n  
t h e i r  s t r u c t u r e s ,  i t  i s  t h e i r  m embership which  
s h a l l  i n i t i a t e  and d e c i d e  t h e  m a t t e r s .

3)  ^  Apex F i n a n c i a l  S y s te m

a )  In t h e  f i n a n c i a l  f i e l d ,  t h e  d e s i r e d  g o a l  i s  t h e
e s t a b l i s h m e n t  o f  a N a t i o n a l  C o o p e r a t i v e  Bank whose
m embership  s h a l l  be open t o  a l l  t y p e s  of  c o o p e r a 
t i v e s  and s h a l l  u n d e r t a k e  t h e  f o l l o w i n g  a c t i v i t i e s

c u r r e n t  a c c o u n t s  
s a v i n g s  and d e p o s i t s



r e - d i s c o u n t i n g
-  i n t e r - l e n d i n g

l o a n s  ( s h o r t ,  medium, and l o n g - t e r m )  
f o r e i g n  e x c h a n g e
f l o a t i n g  o f  d e b e n t u r e s  w i th  a p p r o p r i a t e  g u a r a n t e e  
i n t e r n a t i o n a l  f u n d in g
e d u c a t i o n  and t r a i n i n g  and c o o r d i n a t i o n  w i th  
CUP/RCUs and N a t i o n a l  F e d e r a t i o n s .

b) I n  t h e  m e a n t im e ,  h o w e v e r ,  t h a t  i t  i s  n o t  p o s s i b l e
t o  o r g a n i z e  a N a t i o n a l  C o o p e r a t i v e  Bank, an  i n t e r i m  
s y s t e m  c a n  be e s t a b l i s h e d .  T h is  i s  t h e  o r g a n i z a t i o n  
o f  a  C o o p e r a t i v e  F i n a n c i n g  I n t e r m e d i a r y .
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4 .  On D evelopm ent  P o l i c i e s

a )  A l th o u g h  t h e  main i n i t i a t i v e  and a c t i o n  s h a l l  come 
f ro m  t h e  p e o p l e  t h e m s e l v e s ,  t h e  governm ent  s h a l l  
h e l p  f i l l  t h e  d e v e lo p m e n t  need s  of  c o o p e r a t i v e s .

b) S p e c i f i c a l l y ,  t h e  g o vern m en t  may be o f  a s s i s t a n c e  in :
*

t r a i n i n g  and e d u c a t i o n  
d e v e l o p m e n t  o f  t r a i n i n g  m a t e r i a l s  
management t r a i n i n g  and a s s i s t a n c e  
a u d i t

-  s e r v i c i n g  f i n a n c i n g  a s s i s t a n c e  and l i n k i n g  
c o o p s  w i t h  t r a i n i n g  i n s t i t u t i o n s  
l i n k i n g  c o o p s  w i t h  m a rk e t  o u t l e t s  
t e c h n i c a l  a s s i s t a n o e  in  p a c k a g i n g  p r o j e c t s  
w hich e n h a n c e s  t h e  p r o f i t a b i l i t y  o f  p r o d u c e r s  
and g r o w th  o f  t h e i r  c o o p e r a t i v e s ,  
c r e a t i n g  an e n v i r o n m e n t  which i s  c o n d u c i v e  
t o  g r o w th  o f  c o o p e r a t i v e s ,  so  t h a t  t h e y  c a n  
become e f f e c t i v e  i n s t r r t m e n t s  o f  s o c i a l  j u s t i c e  
and e c o n o m ic  d e v e l o p m e n t .

Outiline o f  t h e  P l a n n i n g  P r o c e s s

The p l a n n i n g  a r e  d i v i d e d  i n t o  6 s t a g e s  t h a t  would be t o t a l l y  

implemented w i t h i n  5 t o  7 y e a r s  d ep e n d in g  on grow th  r a t e  o f  ' t h e  

c o o p e r a t i v e  d e v e l o p m e n t .

S t a g e  1 .  T o t a l  d e v e lo p m e n t  s u p p o r t  s h a l l  be e x t e n d e d  t o
s u c c e s f u l  and t im e  t e s t e d  p r i m a r i e s  f o r  them t o  be 
t r u l y  s e l f  r e l i a n t  and s t r o n g .

S t a g e  2 .  F i v e  o r  more s u c c e s s f u l  and t i m e - t e s t e d  p r i m a r i e s
became t r u l y  s e l f - r e l i a n t  and s t r o n g ;  i f  t h e  need  
a r i s e s  t h e y  m^y form  t h e i r  own Community M u l t i p u r 
p o se  S o c i e t y  (COMCOOP).



S t a g e  3 .  Nine o r  more COMGOOPS may o r g a n i z e  a much b i g g e r
R e g i o n a l  M a r k e t i n g  and A g r i - I n d u s t r i a i  Coop 
S o c i e t i e s  (REMCOOP).

S t a g e  4 .  A l l  t h e  REMCOOPS may j o i n  t h e  N a t i o n a l  M a r k e t in g
C o o p e r a t i v e s  (NAMCOOPS).

S t a g e  5 .  O r g a n i z a t i o n  ' o f  new a g r i c u l t u r a l  c o o p e r a t i v e
p r i m a r i e s  b a s e  m a i n l y  on t h e i r  i n i t i a t i v e s  and 
common f e l t  n e e d s .  The o r g a n i z a t i o n  s h a l l  be 
s u p p o r t e d  by s e l f - r e l i a n t  and s t r o n g  p r i m a r i e s ,  
COMCOOPS, REMCOOPS, NAMCOOPS, CUP and t h e  g o v e r n 
ment .

C r i t e r i a  f o r  s e l e c t i o n  o f  p r i m a r i e s  e l i g i b l e  f o r  t o t a l
d e v e l o p m e n t  s u p p o r t

1 .  T r a c k  r e c o r d  f o r  t h e  p a s t  5 y e a r s .

2 .  Has a u d i t e d  F i n a n c i a l  S t a t e m e n t s  f o r  5 y e a r s .

3 .  Has t e s t e d  l e a d e r s h i p  and management  c a p a b i l i t i e s .

4 .  Has h i g h  p e r c e n t a g e  o f  m em b ership  p a r t i c i p a t i o n  and  
s u p p o r t

5 .  C o n t i n u e d  g r o w th  in  t e r m s  o f  q u a n t i t y  and q u a l i t y .

I m p l e m e n t a t i o n  G u i d e l i n e s :

1 .  O r g a n i z a t i o n  o f  COMCOOPS, REMCOOPS, NAMCOOPS and new 
p r i m a r i e s  s h o u ld  a l w a y s  be b a s e d  on t h e i r  own i n i t i a 
t i v e s  and common f e l t  n e e d s .  The r o l e  o f  t h e  g o v e r n 
ment I s  t o  g u i d e ,  a s s i s t  and f a c i l i t a t e  t h e  p r o g ra m  of  
d e v e l o p m e n t .

2 .  The a r e a  o f  o p e r a t i o n s  o f  t h e  d i f f e r e n t  l e v e l s  of  c o o p 
e r a t i v e  s o c i e t i e s  s h o u ld  be d e l i n e a t e d  on t h e  b a s i s  of  
e c o n o m i c  a d v a n t a g e ,  a c c e s s i b i l i t y ,  p r o x i m i t y  and 
d e s i r a b i l i t y .  I t  s h o u l d  n o t  f o l l o w  t h e  p o l i t i c a l  boun
d a r i e s  s u c h  a s  b a r a n g a y s ,  m u n i c i p a l i t i e s ,  c i t i e s ,  
p r o v i n c e s  and r e g i o n s .

S o u r c e s  o f  F u n d s :

S o u r c e s  P e r c e n t

1 .  Members'  C o n t r i b u t i o n  20 %

2 .  B o r r o w i n g s  3 7 . 5  %

3.  G r a n t s  and Aids 3 7 . 5  %

4 .  R e t a i n e d  E a r n i n a s  5 %
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B u d g e t :

T h i r t e e n  p r i m a r i e s  s h a l l  be s e l e c t e d  from 13  r e g i o n s  

w i t h  an a l l o c a t i o n  o f  P 10  m i l l i o n  e a c h  on a t o t a l  p r o j e c t  

c o s t  o f  ?  1 3 0  m i l l i o n .

R e l e a s e s ;

1 .  R e l e a s e  s h a l l  be s t a g g e r e d .  I t  w i l l  be b ased  on t h e  
a c t u a l  e q u i t y  pu t  up by t h e  p r i m a r i e s .

2 .  T o t a l  d e v e lo p m e n t  i m p l e m e n t a t i o n  s h a l l  s t a r t  from  y e a r  
1 t o  y e a r  7 .

M o n i t o r i n g :

The p r i m a r i e s  s h a l l  r e g u l a r l y  m o n i t o r  i t s  a c t i v i t i e s  t o  

i t s  m em bers ’ l e n d i n g  i n s t i t u t i o n s  and donor  o r g a n i z a t i o n s ,  

CUP and g o v e r n m e n t .  Upon e v a l u a t i o n  o f  t h e  r e p o r t s ,  

i n n o v a t i o n s  w i l l  be recommended f o r  p o s s i b l e  a l t e r n a t i v e  

c o u r s e s  o f  a c t i o n .

P e r s p e c t i v e

The p r o j e c t  hopes t h a t  t h e  s e l e c t e d  p r i m a r i e s  s h a l l  be 

t o t a l l y  d e v e l o p e d  by y e a r  1 9 9 7 ,  t h e  COMCOOPS and REMCOOPS by  

t h e  y e a r  2 0 0 3  and t h e  NAMCOOP by t h e  y e a r  2 0 1 0 .

Once t h e  13 s e l e c t e d  p r i m a r i e s  a r e  t o t a l l y  d e v e l o p e d ,  . 

t h e y  w i l  become v e r y  e f f e c t i v e  m u l t i p l i e r s  o f  d e v e lo p m e n t  in  

t h e  n e a r b y  c o m m u n i t i e s .  When p r o g r e s s  i s  p r e s e n t  in  a  

n e a r b y  community i t s  n e i g h b o r s  f o l l o w  and t h e r e  w i l l  be no. 

more weak s e c o n d a r i e s / t e r t i a r i e s  s i n c e  t h e y  have a s t r o n g  

b a s e  t o  s u p p o r t  them.
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One a g r i c u l t u r a l  c o o p e r a t i v e  s h a l l  be s e l e c t e d  from one 

r e g i o n .  S e l e c t i o n  s h a l l  be b a s e d  on t h e  c r i t e r i a  f o r  s e l e c t i o n .

P r o p o s a l s  f o r  v a r i o u s  p r o j e c t s  s h a l l  o r i g i n a t e  from t h e  

p r i m a r i e s  t h e m s e l v e s .  However,  s i n c e  t h e  • CUP/BACOD have  

r e s o u r c e s  o f  t r a i n e d  t e c h n i c a l  men, t h e s e  would be o f  g r e a t  h e l p  

in  e v a l u a t i n g  t h e  p r o p o s a l .

P r o j e c t  F o r m u l a t i o n :

T h e r e  i s  no s u c h  one common f o r m u l a  f o r  t h e  a g r i c u l t u r a l  

d e velopmeni:  p r o j e c t s .  What i s  t o  be c o n s i d e r e d  i s  t h e  e c o n o m ic

v i a b i l i t y ,  t h e  s o c i a l  d e s i r a b i l i t y  and i t s  i n d i r e c t  b e n f i t s  t h a t  

w i l l  c o n t r i b u t e  t o  t h e  d e v e l o p m e n t  o f  t h e  com m unity  t h a t  t h e  

p r o j e c t  may g i v e .  A p r o f i t a b l e  p r o j e c t  in  R e g i o n  I may be n o t  

p r o f i t a b l e  in  R e g io n  V, I t  i s  s u g g e s t e d  t h a t  p r o j e c t  f o r m u l a t i o n  

s h a l l  un dergo  a  p r e - f e a s i b i l i t y  s t u d y .

I n f r a s t r u c t u r e ;

A s u c c e s s f u l  m u l t i p u r p o s e  a g r i c u t u r a l  c o o p e r a t i v e  has  

c o n s t r u c t e d  i t s  own s o l a r  d r y e r ,  w a r e h o u s e ,  r i c e m i l l  and c h e m i c a l  

s c o r e  room.

M o n ito r  i n g ;

A r e g u l a r  m o n th ly  r e p o r t  o f  o p e r a t i o n s  i s  s u b m i t t e d  t o  t h e  

l e n d i n g  i n s t i t u t i o n  and a s e m i - a n n u a l  r e p o r t  t o  t h e  BACOD. 

Annual f i n a n c i a l  s t a t e m e n t s  a r e  a l w a y s  p r e p a r e d  f o r  c e r t i f i c a t i o n  

o f  a C e r t i f i e d  P u b l i c  A c c o u n t a n t .
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COOPERATIVE CODE OF THE PHILIPPINES 
(REPUBLIC ACT 6938)

A. NO. 13029
S. NO. 513

REPUBLIC OF THE PHILIPPINES 
CONGRESS OF THE PHILIPPINES 

METRO MANILA

Third Regular Session

Begun and held in Metro Manila, on Monday, the twenty-fourth day of July, nineteen hundred and 
eighty-nine.

[REPUBLIC ACT NO. 6938]

AN ACT TO ORDAIN A COOPERATIVE CODE 
OF THE PHILIPPINES

Be it enacted by the Senate and House o f Representatives o f  the Philippines in Congress assembled:

CHAPTER I 

GENERAL CONCEPTS AND PRINCIPLES

ARTICLE 1. Title. - This Act shall be known as the “Cooperative Code of the Philippines." 

ARTICLE 2. Declaration o f  Policy. - It is the declared policy of the State to foster the creation



and growth of cooperatives as a practical vchiclc for promoting sclf-reliancc and harnessing people 
power towards the attainment of economic development and social justice. The State shall encouragc 
the private sector to luidertake the actual formation and organization of cooperatives and shall crcate 
an atmosphere that is conducive to the grov.th and development of these cooperatives.

Toward this end, the Governmeut and all its branches, subdivisions, instrumentalities and 
agencies shall ensure the provision of technical guidance, financial assistance and other services to 
enable said cooperatives to develop into \iable and responsive economic enterprises and thercb)' bring 
about a strong cooperative movement that is free from any conditions that might infringe upon the 
autonomy or organizational integrity of cooperatives.

Further, the State recognizes the prmciple of subsidiarity under which the cooperative sector will 
initiate and regulate within its own ranks the promotion and organization, training and research, audit 
and support services relating to cooperatives with government assistance where necessary.

ARTICLE 3. General Concepts. - A cooperative is a duly registered association of persons, with 
a commoJi bond of interest, who have voluntarily joined together to achieve a lawful common social or 
economic end, making equitable contributions to the capital required and accepting a fair share of the 
risks and benefits of the undertaking in accordance with universally accepted cooperative principles.

ARTICLE 4. Cooperative Principles. - Every coo(x;rative shall conduct its affairs in accordance 
with Filipino culture and experience and the universally accepted principles of cooperation which 
include the following:

(1) Open and Voluntary Menwership - Membership in a cooperative shall be voluntary and 
available to all individuals regardless of their social, political, racial or religious background 
ur beliefs.

(2) Democratic Control - Cooperatives are democratic organizations. Their affairs shall be 
administered by persons elected or appointed in a manner agreed upon by the members. 
Members of primary cooperatives shall have equal voting rights on a one-mcmber-one-vote 
principle; Provided, however, That, in the case of secondary and tertiary cooperatives, ihc 
provisions of Article 37 of this Code shall applv.

(3) Limited Interest on Capital - Share capital shall receive a strictly limited rate of interest.

(4) Division o f  Net Surplus - Net surplus arising out of the operations of a cooperative belongs to 
its members and shall be equitably distributed for cooperative development, common 
services, indivisible reserve fund, and for limited interest on capital and/or patronage refund 
in the manner provided in this Code and in the articles of cooperation and by-laws.

(5) Cooperative Education - All cooperatives shall make provision for the education of their 
members, officers and employees and of the general public based on the principles of 
cooperation.
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(6) Cooperation Among Cooperatives - All cooperatives, in order to best serve the interest of 
their members and communities, shall actively cooperate with other cooperatives at local, 
national and international levels.

ARTICLE 5. c/Temu. * The following terms shall mean:

(1) Member includes a person either natural or juridical who, adhering to the principles set forth 
in this Code and in the articles of cooperation, has been admitted by the cooperative as 
member,

(2) General Assembly shall mean the full membership of tte  cooperative duly assembled for the 
purpose of exercising ail the rights and performing all the obligations pertaining to 
cooperatives, as provided by this Code, its articles of cooperation and by-laws;

(3) Board o f  Directors shall mean that body entrusted with the management of the affairs of the 
^»opcrative under its articles of cooperation and by-laws;

(4) Committee shall refer to any body entrusted with specific functions and responsibilities unde* 
the bylaws or resolution of the general assembly or the board of directors;

(5) Articles o f  Cooperation means the articles of cooperation registered under this Code and 
includes a registered amendment thereof;

(6) Bylaws means the bylaws registered under this Code and includes any registered amendment 
thereof;

(7) Registration means the operative act granting juridical personality to a proposed cooperative 
and is evidenced by a ccrtiflcatc of registration;

(8) Cooperative Development Authority means the government agcncy in charge of the 
registration and regulation of Operatives as such, hereinafter referred to as the Authority; 
and

(9) Universally Accepted Principles means that body of cooperative principles adhered to 
worldwide by cooperatives in other jurisdictions.

CHAPTER 11 

ORGANIZATION AND REGISTRATION

ARTICLE 6. Organization o f  Cooperatives. - A Cooperative may be organized and registered by 
at least fifteen (15) persons for any or all of the following purposes;
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(1) To encouragc thrift and savings mobilization among the members;

(2) To generate funds and extend credit to the members for productive and provident purposes;

(3) To encourage among members systematic production and marketing;

(4) To provide goods and services and other requirements to the members;

(5) To develop expertise and skills among its members;

(6) To acquire lands and provide housing benefits for the members;

(7) To insure against losses of the members;

(8) To promote and advance the economic, social and educational status of the members;

(9)^ To establish, own, lease or operate cooperative banks, cooperative wholesale and retail 
complexes, insurance and agricultural/industrial processing enterprises, and public markets;

(10) To coordinate and facilitate the activities of ccx)pcratives; and

(11) To undertake any and all other activities for the effective and efficient implementation of the 
provisions of this Code.

ARTICLE 7. Objectives o f Cooperatives. - The primary objective of every cooperative is to 
provide goods and services to its members and thus enable them to attain increased income and 
savings, investments, productivity, and purchasing power and promote among them equitable 
distribution of net surplus through maximum utilization of economies of scale, cost-sharing and risk- 
sharing without, however, conducting the affairs of the cooperative for eleemosynary or charitable 
purposes.

A cooperative shall provide maximum economic benefits to its members, teach them efficient 
ways of doing things in a cooperative manner, and propagate coof>erative practices and new ideas in 
busmess and management and allow the lower income groups to increase their ownership in the wealth 
of this nation.

ARTICLE 8. Cooperatives Not in Restraint o f  Trade. - No cooperative or method or act thereof 
which complies with this Code shall be deemed a conspiracy or combination in restraint of trade or an 
illegal monopoly, or an attempt to lessen competition or fix arbitrarily in violation of any of the laws of 
the Philippines.

ARTICLE 9. Cooperative Powers and Capacities. - A cooperative registered under this Code 
shall have the following powers and capacities;
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(1) To sue and be sued in its cooperative name;

(2) Of succession;

(3) To amend its articles of cooperation m accordance with the provisions of this Code;

(4) To adopt bylaws not contrary to law, morals or public policy, and to amend and repeal the' 
same in accordance with this Code;

(5) To purchase, receive, take or grant, hold, convey, sell, lease, pledge, mortgage, and otherwise 
deal with such real and personal property as the transaction of the lawful affairs of the 
cooperative may reasonably and necessarily require, subject to the limitations prescribed by 
law and the Constitution;

(6) To enter into division, merger or consolidation, as provided in this Code;

(7) \ To join federations or unions, as provided in this Code;

(8) To acccpt and receive grants, donations and assistance from foreign and domestic sources; 
and

(9) To exercise such other powers granted by this Code or neccssary to carry out its purpwsc or 
purposes as stated in its articles of cooperation.

ARTICLE 10. Organizing a Primary Cooperative. - Fifteen (15) or more natural persons, who are 
citizens of the Philippines, having a common bond of interest and arc residing or working in the 
intended area of operation may organize a cooperative under this Code.

ARTICLE 11. Economic Survey. - Every group of individuals or cooperatives intending to form a 
cooperative under this Code shall submit to the Cooperative Development Authority a general 
statement describing the structure, purposes and economic feasibility of the proposed cooperative, 
indicating therein the area of operation, the size of membership and other pertinent data.

i
ARTICLE 12. Liability. -'A cooperative shall be registered under this Code, with limited liability.

ARTICLE 13. Term. - A cooperative shall exist for a period not exceeding fifty (50) years from 
the date of registration unless sooner dissolved or unless said period is extended. The cooperative 
term, as originally stated in the articles of cooperation, may be extended for period not exceeding fifty 
(50) years in any single instance by an amendment of the articles of cooperation, in accordance with 
this Code: Provided, That no extension can be made earlier than five (5) years prior to the original or 
subsequent expiry date/dates unless there are justifiable reasons for an earlier extension as may be 
determined by the Cooperative Development Authority.
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ARTICLE 14. Ankles o f  Cooperation. - (1) All cooperatives applying for registration shall file 
v.-iih the C(K)pcrativc Development Authority the articles of cooperation which shall be signed by each 
of the organizers and acknowledged by them if natural persons, and by the presidents or secretaries, if 
juridical person, before a notary public.

(2) The articles of cooperation shall set forth:

(a) The name of the cooperative which shall include the word "cooperative."

(b) The purpose or purposes and scope of business for which the cooperative is to be
t registered;

(c) The term of existence of the coopx;rative;

(d) The area of operation and the postal address of its principal office;

(e) The names, nationality and the postal addresses of the registrants;

(f) The common bond of membership;

(g) The list of names of the directors who .shall manage the co<iperativc; and

(h) The amount of its share capital, the names and residences of its contributors and a
statement of whether the cooperative is primary, secondary or tertiary in accordance
with Article 23 hereof.

(3) The articles of cooperation may also contain any other provisions not inconsistent with this 
Code or any related law.

(4) Four (4) copies of each of the proposed articles of cooperation, bylaws, and the general 
statement required under Article 11 of this Ccxle shall be submitted to the Cooperative 
Development Authority.

(5) No cooperative shall be registered unless the articles of cooperation is accompanied with the 
bonds of accountable officers and a sworn statement of the treasurer elected by the 
subscribers showing that at lea.st twenty-five per centum (25%) of the authorized share 
capital has been subscribed and al least twenty-five per centum (25%) of the total 
subscription has been paid: Provided, That in no ca.se shall the paid-up share capital be less 
than Two Thousand Pesos (P2,000.00).

ARTICLE 15. Bylaws. - (1) Each cooperative to be registered under this Code shall adopt 
bylaws not inconsistent with the provisions of this Code. The bylaws shall be filed at the same time as 
the articles of cooperation.
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(2) The bylaws of each cooperative shall provide;

(a) The qualifications for admission to membership and the payment to be made or 
interest to be acquired as a condition for the exercise of the right of membership;

(b) The ri^ts and liabilities of membership;

(c) The circumstances under which membership is acquired, maintained and lost;

(d) The procedure to be followed in cases of termination of membership;

(e) The conditions under which the transfer of a share or interest of the members shall be 
permitted;

(f) The rules and procedures on the agenda, time, place and manner of calling, convening, 
conducting meetings, quorimi requirements, voting systems, and other matters relative 
to the business affairs of the general assembly, board of directors, and committees;

(g) The general conduct of the affairs of the cooperative, including the powers and duties 
of the general assembly, the board of directors, committees and other officers, and their 
qualifications and disqualifications;

(h) The manner in which the capital may be raised and the purposes for which it can be 
utilirxd;

(i) The mode of custody and of investment of net surplus;

(j) The accounting and auditing systems;

(k) The manner of loaning and borrowing, including limitations thereof;

(1) The method of distribution of net surplus;

(m) The manner of adopting, amending, repealing, and abrogating bylaws;

(n) A conciliation or mediation mechanism for the amicable settlement of disputes among 
members, directors, officers and committee members of the cooperative; and

(o) Other matters incident to the purposes and activities of the cooperative.

ARTICLE 16. Registration. - A cooperative formed or organized under this Code acquires 
juridical personality from the date the Cooperative Development Authority issues a certificate of 
registration under its official seal. All applications for registration shall be finally disposed of by the
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Cooperative Development Authority within a period of thirty (30) days from the filing thereof, 
otherwise the application is deemed approved, unless the cause of the delay is attributable to the 
applicant: Provided, That, in case of a denial of the application for regislralion, an appeal shall lie with 
the Office of the President within ninety (90) days from receipt of nMice of such denial: Provided, 
further. That failure of the Office of the President to act on the appeal within ninety (90) days from the 
filing thereof shall mean approval of said application.

ARTICLE 17. Certificate o f  Registration. - A certificate of registration issued by the Cooperative 
Development Authority under its official seal shall be conclusive evidence that the cooperative therein 
mentioned is duly registered unless it is proved that the registration thereof has been cancelled.

ARTICLE 18. Amendment o f  Articles o f Cooperation and Bylaws. - Unless otherwise prescribed 
by this Code and for legitimate purposes, any provision or matter stated in the articles of cooperation 
may be amended by two-thirds (2/3) vote of all members v,ith voting rights, v»ithout prejudice to the 
right of the dissenting members to exercise their right to withdraw their membership under Articles 31 
and 32.

The original and amended articles together shall contain all provisions required by law to be set 
out in the articles of cooperation. Amendments shall be indicated by underscoring or otherwLse 
appropriately indicating the change or changes made and a copy thereof duly certified under oath by 
the cooperative secretary and a majority of the directors stating the fact that said amendment or 
amendments have been duly approved by the required vote of the members. All amendments to the 
articles of cooperation shall be submitted to the Cooperative Development Authority. The 
amendments shall take effect upon its approval by the Cooperative Development Authority or within 
thirty (30) days from the date of filing thereof if not actcd upon by the Authority for a cause not 
attributable to the cooperative.

ARTICLE 19. Contracts Executed Prior to Repstration and Effects Thereof - Contracts executed 
between private persons and cooperatives prior to the registration of the cooperative shall remain valid 
and binding between the parties and upon registration of the cooperative. A formal written contract 
shall be adopted and made in the cooperative’s name or on its behalf prior to its registration.

ARTICLE 20. Division o f Cooperatives. - Any registered cooperative may, by a resolution 
approved by a vote of two-thirds (2/3) of the members eligible to vote at a general assembly meeting, 
resolve to divide itself into two (2) or more cooperatives. The procedure for such division shall be 
prescribed in the regulations of the Cooperative Development Authority. The new cooperatives shall 
become legally established upon registration v,ith the Authority; Provided, that all the requirements set 
forth in this Code have been complied with by the new cooperatives: Provided, further, that no division 
of a cooperative in fraud of creditors shall be valid.

ARTICLE 21. Merger and Consolidation o f  Cooperatives. - (1) Two (2) or more coop>eratives 
may merge into a single cooperative which shall be one of the constituent cooperatives or may 
consolidate into a new single cooperative which shall be the consolidated cooperative.
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(2) No merger or consolidation shall be valid unless approved by two-thirds (2/3) of all the 
members eligible to vote of each of the constituent cooperatives at separate general assembly 
meetings. The dissenting members shall have the right to exercise their right to withdraw 
their membership pursuant to Articles 31 and 32.

(3) The Cooperative Development Authority shall issue the guidelines governing the procedure 
of merger or consolidation of cooperatives. In any case, the merger or consolidation shall be 
effective upon the issuance of the certificate of merger or consolidation by the Cooperative 
Development Authority.

ARTICLE 22. Effects o f  Merger and Consolidation. - The merger or consolidation of 
cooperatives shall have the following effects:

(1) The constituent cooperatives shall become a single cooperative which, in case of merger, 
shall be the surviving cooperative, and, in case of consolidation, shall be the consolidated 
cooperative;

(2) The separate existence of the constituent cooperatives shall cease, except that of the 
surviving or the consolidated cooperative;

(3) The survaving or the consolidated cooperative shall possess all the rights, privileges, 
immunities and powers and shall be subject to all the duties and liabilities of a cooperative 
organiyxd under this Code;

(4) The surviving or the consolidated cooperative shall possess all the assets, rights, privileges, 
immunities and franchises of each of the constituent cooperatives; and

(5) The surviving or the consolidated cooperative shall be responsible for all the liabilities and 
obligations of each of the constituent cooperatives in the same manner as if such surviving or 
consolidated cooperative had itself incurred such liabilities or obligations. Any claim, action 
or proceeding pending by or against any such constituent cooperatives may be prosecuted by 
or against the surviving or consolidated cooperative as the case may be. Neither the rights of 
creditors nor any lien upon the property of any of such constituent cooperatives shall be 
impaired by such merger or consolidation.

ARTICLE 23. Types and Categories o f  Cooperatives.
»

(1) Types o f  Cooperatives - Cooperatives may fall under any of the following types:

(a) Credit Cooperative is one which promotes thrift among its members and creates funds in 
order to grant loans for productive and provident purposes;

(b) Consumers Cooperative is one the primary purpose of which is to procure and distribute 
commodities to members and nonmembcrs;
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(c) Producers Cooperative is one that undcrlakes joint production whether agricultural or 
industrial;

(d) Marketing Cooperative is one which engages in the supply of production inputs to 
members and markets their products;

(e) Ser\'ice Cooperative is one which engages in medical and dental care, hospitalization,
transportation, insurance, housing, labor, electric light and power, communication and 
other services; and •

%
t

(f) Multi-Purpose Cooperative is one which combines two (2) of more of the business 
activities of these different types of cooperatives.

(2) Categories o f  Cooperatives - Cooperatives shall be categorized according to membership and 
territorial consideration as follows:

(a) In terms of membership, cooperatives shall be categorized into:

(1) Primary - The members of which arc natural persons;

(ii) Secondary - The members of which arc primaries; and

(iii) Tertiary - The members of which art secondaries upward to one (1) or more apex 
organizations.

Those cooperatives the members of which are cooperatives shall be known as 
federations or unions, as the case may be; and

(b) In terms of territory, cooperatives shall be categorized according to areas of operations 
which may or may not coincide with the political subdivisions of the country.

ARTICLE 24. Federation o f  Cooperatives. - (1) A federation of cooperatives whose members are 
primary and/or secondary cooperatives with single line or multi-purpose business activities may be 
registered under this Code for any or all of the following purposes:

(a) Primary Purpose - To carry on any cooperative enterprises authorized under Article 6;

(b) Secondary Purpose - (i) To carry on, encourage and assist educational and advisory 
work relating to its member cooperatives;

(ii) To render services designed to encourage simplicity, efficiency, and economy in 
the conduct of the business of its member cooperatives and to facilitate the 
implementation of their bookkeeping, accounting, and other systems and 
procedures;
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(iii) To print, publish, and drculatc any newspaper or other publication in the interest 
of its member cooperatives and enterprises;

(iv) To coordinate and facilitate the activities of its member cooperatives;

(v) To enter into jobt ventures wth national or international cooperatives of other 
countries in the manufacture and sale of products and/or services in the Philippines 
and abroad; and

(vi) To perform such other functions as may be necessary to attain its objectives.

A federation of cooperatives may be registered by carrying out the formalities for 
registration of a cooperative.

(2) Registered cooperatives may organize a federation at the provincial, city, regional, and 
national levels according to the type of business carried on.

ARTICLE 25. Cooperative Unions. - Registered cooperatives and federations at the 
appropriate levels may organize or join cooperative unions to represent the interest and welfare of all 
types of cooperatives at the provincial, city, regional, and national levels. Cooperative unions may have 
the following purposes:

(a) To represent its member organizations;

(b) To acquire, analyze, and disseminate economic, statistical, and other information relating to 
its members and to all types of cooperatives within its area of operation;

(c) To sponsor studies in the economic, legal, financial, social and other phases of cooperation, 
and publish the results thereof;

(d) To promote the knowledge of cooperative principles and practices;

(e) To develop the cooperative movement in their respective jurisdictions;

(f) To advise the appropriate authorities on all questions relating to cooperatives;

(g) To raise funds through membership fees, dues and contributions, donations, and subsidies 
from local and foreign sources whether private or government; and

(h) To do and perform such other activities as may be necessary to attain the foregoing 
objectives.

Cooperative unions may assist the national and local governments in the latter’s development 
activities in their respective jurisdictions.
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CHAPTER III* 

MEMBERSHIP

ARTICLE 26. IfTio May Be Members o f  Cooperatives. - Any natural person, who is a citizen of 
the Philippines, a cooperative, or non-profit organization wth juridical personality shall be eligible for 
membership in a cooperative if the applicant meets the qualifications prescribed in the bylaws; 
Provided, That only natural persons may be admitted as members of a primary cooperative.

t
ARTICLE 27. Kinds o f  Membership. - A cooperative may have two (2) kinds of members, to wit:

(1) regular members and (2) associate members. A regular member is one who is entitled to all the 
rights and privileges of membership. An associate member is one who has no right to vote nor be 
voted upon and shall be entitled only to such rights and privileges as the bylaws may provide.

A c^perative organized by minors shall be considered a laboratory cooperative and must be 
affiliated with a registered cooperative. A laboratory cooperative shall be governed by special 
guidelines to be. promulgated by the Cooperative Development Authority.

ARTICLE 28. Government Officers and Employees. - (1) Any officer or employee of the 
Cooperative Development Authority shall be disqualified to be elccted or appointed to any position in 
a cooperative; (2) Elective officials of the Government, except barangay officials, shall be ineligible to 
become officers and directors of cooperatives; and (3) Any government employee may, in the discharge 
of his duties as member in the cooperative, be allowed by the head of officc concerned to use official 
lime for attendance at the general assembly, board and committee meetings of cooperatives as well as 
cooperative seminars, conferences, workshops, technical meetings, and training courses locally or 
abroad: Provided, That the operations of the office conccrncd are not adversely affected.

ARTICLE 29. Application. - An applicant for membership shall be deemed a member after 
approval of his membership by the board of directors and shall exercise the rights of members after 
having made such payments to the cooperative in respect to membership or acquired interest in the 
cooperative as may be prescribed in the by-laws. In case membership is refused or denied by the board 
of directors, an appeal may be made to the general assembly and the latter’s decision shall be final.

ARTICLE 30. Liability o f Members. - A member shall be liable for the debts of the cooperative 
to the extent of his contribution to the share capital of the cooperative.

ARTICLE 3L Termination o f  Membership. - (1) A member of a cooperative may, for any reason, 
v.iihdraw his membership from the cooperative by gi\ing a sixty (60) day notice to the board of 
directors. The withdrawing member shall be entitled to a refund of his share capital contribution and 
all other interests in the cooperative; Provided, That such refund shall not be made if upon such 
payment the value of the assets of the cooperative would be less than the aggregate amount of his debts 
and liabilities exclusive of his share capital contribution.
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(2) The death, insanity, insolvency or dissolution of a member shall be considered an automatic 
termination of membership;

(3) A member may be terminated by a vote of the majority of all the members of the board of 
directors for any of the following causes;

(a) When a member has not patronized the services of the cooperative for an unreasonable 
period of time as may be fixed by the board of directors;

(b) When a member has continuously failed to comply with his obligations;

(c) When a member has acted in violation of the by-laws and the rules of the cooperative; 
and

(d) For any act or omission injurious or prejudicial to the interest or the welfare of the 
cooperative.

A member whose membership the board of directors may wish to termmate shall be informed of 
such intended action in writing and shall be given an opportunity to be heard before the said board * 
makes its decision. The decision of the board shall be in writing and shall be communicated in person 
or by registered mail to the member and shall be appealable, within thirty (30) days after the decision is 
promulgated, to the general assembly whose decision therein, whether in a general or spcdal session, 
shall be final. Pending a decision by the general assembly, the membership remains in forcc.

ARTICLE 32. Refund o f  Interests. - Ail sums computed in accordance with the bylaws to be due 
from a cooperative to a former member shall be paid to him either by the cooperative or by the 
approved transferee, as the case may be, in accordance with this Code.

CHAPTER IV 

ADMINISTRATION

ARTICLE 33. Composition o f  the General Assembly. - The general assembly shall be composed 
of such members who are entitled to vote under the articles of cooperation and bylaws of the 
cooperative.

ARTICLE 34. Powers o f  the General Assembly. - The general assembly shall be the highest 
policy-making body of the cooperative and shall exercise such powers as are stated m this Code, in the 
articles of cooperation and m the bylaws of the cooperative. The general assembly shall have the 
following exclusive powers which cannot be delegated:

(1) To determine and approve amendments to the articles of cooperation and bylaws; 
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(2) To clcct or appoint the members of the board of directors, and to remove them for cause;

(3) To approve developmental plans of the cooperative; and

(4) Such 'other matters requiring a two-thirds (2/3) vote of all the members of the general 
assembly, as provided b  this Code.

ARTICLE 35. Meetings. - (1) A regular meeting shall be held annually by the general assembly 
on the date fixed m the bylaws, or if not so fixed, on any date within nmety (90) days after the qlose of 
each fiscal year: Pmvided, That written notice of regular meeting shall be sent to all members of 
record at their official addresses at least two (2) weeks prior to the meeting, unless a different period is 
required in the bylaws.

(2) Whenever neccssary, a special meeting of the general assembly may be called at any time by 
a majority vote of the board of directors or in the cases specified in the bylaws: Provided, 
That at least one (1) week written notice shall be sent to all members. However, a spccial 
meeting shall be called by the board of directors after compliance with the required noticc 
within one (1) month after receipt of a request in writing from at least ten per centum (10%) 
of the total members to transact specific business covered by the call.

If the board fails to call a regular or a special meeting within the given period, the 
Cooperative Development Authority, upon petition of ten per centum (10%) of all the 
members of the cooperative, and for good cause shown, may issue an order to the petitioners 
directing them to call a meeting of the general assembly by giving proper noticc required by 
this Code or by the bylaws.

(3) In the case of a newly approved cooperative, a spccial general assembly shall be called within 
ninety (90) days from such approval.

(4) The Authority may call a special meeting of the cooperative:

(a) For the purpose of reporting to the members the result of any audit, examination, or 
other investigation of the cooperative affairs ordered or made by him; or

(b) When the cooperative fails to hold an annual general assembly during the period 
required for the purpose of enabling the members to secure any information regarding 
the affairs of the cooperative and benefits that they arc entitled to receive pursuant to 
this Code.

(5) Notice of any meeting may be waived, expressly or impliedly, by any member.

ARTICLE 36. Quorum. - Unless otherwise provided in the bylaws, a quorimi shall consist of 
twenty-five per centum (25%) of all the members entitled to vote.
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ARTICLE 37. Voting System'. - (1) Each member of a primary cooperative shall have only one
(1) vote. A secondary or tertiary cooperative shall have voting rights as delegate of member- 
cooperatives, but such cooperatives shall have only five (5) votes. The votes cast by the delegates shall 
be deemed as votes cast by the members thereof.

(2) No voting agreement or other device to evade the one-member-one-vote provision except as 
provided under subsection (1) thereof shall be valid.

(3) No member of a primary cooperative shall be permitted to vote by proxy unless provided for 
specifically in the bylaws of the cooperative. However, the bylaws of a cooperative other 
than a primary may provide for voting by proxy. Voting by proxy means allowing a delegate 
of a cooperative to represent or vote m behalf of another delegate of the same cooperative.

a r t i c l e  38. Composition o f  the Board o f  Directors. - The conduct and management of the 
affairs of a cooperative shall be vested in a board of directors which shall be composed of not less than 
five (5) nor more than fifteen (15) members elected by the general assembly for a term fixed in the 
bylaws but not exceeding a term of two (2) years and shall hold office until their successors are duly 
elected and" qualified, or until duly removed. However, no director shall serve for more than three (3) 
consecutive terms.

ARTICLE 39. Powers o f  the Board o f  Directors. - The board of directors shall direct arid 
supervise the business, manage the property of the cooperative and may, by resolution, exercise all such 
powers of the cooperative as are not reserved for the general assembly under this Code and the bylaws.

ARTICLE 40. Directors. - (1) Any member of a cooperative who, under the bylaws of the 
cooperative, has the right to vote and who possesses all the qualifications and none of the 
disqualifications provided in the laws or the bylaws shall be eligible for election as director.

(2) The cooperative may, by resolution of its board of directors, admit as director, or committee 
member one appointed by any financing institution from which the cooperative received 
financial assistance solely to provide technical knowledge not available within its 
membership. Such director of the cooperative need not be a member of the cooperative and 
shall have no powers, rights nor responsibilities except to provide technical assistance as 
required by the cooperative.

ARTICLE 4L Meeting o f the Board, Quorum. - (1) Regular meetings of the board of directors of 
every cooperative shall be held monthly, unless the bylaws provide otherwise.

(2) Special meetings of the board of directors may be held at any time upon the call of the 
President or as provided in the bylaws.

(3) A majority of the members of the board shall constitute a quorum for the conduct of 
business, unless the bylaws provide otherwise.
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.-ARTICLE 42. Vacancy in the Board o f  Directors. - Any vacancy in the board of directors, other 
thas bv expiration of term, may be filled by the vote of at least a majKity of the remaining directors, if 
stir cc:islituting a quorum, otherwise, the vacancy must be filled by the general assembly in a regular or 
spedi meetbg called for the purpose. A director so elected to fill a vacancy shall be elected only for 
the u:; expired term of his predecessor in office.

.APvTICLE 43. Officers o f  the Cooperative. - The board of directors shall elect from among 
then>;ives only the chairman and vice-chairman, and elect or appoint other officers of the cooperative 
fror: outside of the board in accordance v,ith their bylaws. All officers shall serve during good 
behasior and shall not be removed exccpt for a cause after due hearing. Loss of confidence shall not 
be a '.^d  ground for removal unless evidenced by acts or omission causing loss of confidence in the 
hocesT- and integrity of such officer. No two (2) or more persons with relationships up to the third 
degrs; of consanguinity or affinity shall serve as eleaive or appointive officers in the same board.

.Ar.TICLE 44. Committees o f  Cooperatives. - (1) The bylaws may create an executive committee 
to be arpolntsd by the board of directors with such powers and duties as may be delegated to it in the 
bylâ J.’s or by a majority vole of all the members of the board of directors.

'!• The bylaws shall provide for the creation of an audit committee and such other committees 
as may be necessary for the proper conduct of the affairs of the cooperative.

Unless otherwise provided in the bylaws, the board, in ease of vacancy in said 
committees, may cause an election to fill the vacancy or appoint a person to fill the same 
subject to the provision that the person elected or appointed shall serve only for the 
unexpired portion of the term.

*

.AR.T1CLE 45. Functions and Responsibilities o f Directors, Officers and Committee Members. - 
The ni::ctions and responsibilities of the directors, officers and committee members shall be as 
prescrr:>ed in detail in the bylaws of a cooperative. '

•ARTICLE 46. Liability o f  Directors, Officers and Committee Members. - Directors, officers and 
commir.ie members, who willfully and knowingly vote for or assent to patently unlawful acts or who 
are c.n.r; of gross ne^gence or bad faith in directing the affairs of the cooperative or acquire any 
perso"£ or pecuniary interest in conflict with their duty as such directors, officers or committee 
membe.- shall be liable jointly and severally for all damages or profits resulting therefrom to the 
cooperair.e, members and other persons.

'Wziz a director, officer or committee member attempts to acquire or acquires, in violation of his 
duty, ary interest or equity adverse to the cooperative in respect to any matter which has been reposed 
in him iz comldence, he shall, as a tnistee for the cooperative, be liable for damages and for double the 
profits '^tich otherwise would have accrued to the cooperative.

''4) D irectors cannot attend or vote by proxy at board meetings.
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ARTICLE 47. Compensation. - (1) In the abscnce of any provision in the bylaws fixing their 
compensation, the directors shall not receive any compensation except for reasonable per diems: 
Provided, That any compensation other than per diems may be granted to directors by a majority vote 
of the members with voting rights at a regular or special general assembly meeting specifically called 
for the purpose: Provided, further, That no additional compensation other than per diems shall be paid 
during the first year of existence of any cooperative.

(2) The compensation of officers of the cooperative as well as the members of the committees 
created pursuant to this Code or its bylaws may be fixed in the bylaws. ..

(3) Unless already fixed in the bylaws, the compensation of all other employees shall be 
determined by the board of directors.

ARTICLE 48. Dealings o f  Directors, Officers or Committee Members. - A  contract of the 
cooperative with one (1) or more of its directors, officers, committee members is voidable, at the 
option of such cooperative, unless all the following conditions are present;

•

(1) 'fhat the presence of such director in the board meeting in whichNthe contract was approved 
was not necessary to constitute a quorum for such meeting;

(2) That the vote of such director was not necessary for the approval of the contract;

(3) That the contract is fair and reasonable under the circumstances; and

(4) That in the case of an officer or commitlcc member, the contract with the officcr or 
committee member has been previously authorized by the general assembly or by the board 
of directors.

Where any of the first two conditions set forth in the preceding paragraph is absent in 
the case of a contract with a director, such contract may be ratified by a two-thirds (2/3) vote 
of all the members with voting rights in a meeting called for the purpose: Provided, That full 
disclosure of the adverse interest of the directors involved is made at such meeting, and that 
the contract is fair and reasonable under the circumstances.

ARTICLE 49. Disloyalty o f  a Director. - A director who, by virtue of his office, acquires for 
himself an opportunity which should belong to the cooperative shall be liable for damages and must 
account for double the pr^its that otherwise would have accrued to the cooperative by refunding the 
same, unless his act has been ratified by a two-thirds (2/3) vote of all the members with voting rights. 
This provision shall be applicable, notwithstanding the fact that the director used his own funds in the 
venture.

ARTICLE 50. Illegal Use o f Confidential Information. - (1) A director or officer, or an associate 
of a director or officer, who, in connection with a transaction relating to shares of a cooperative or a
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debt obligation of a cooperative and for his benefit or advantage or that of an associate, makes use of a 
confidential information that, if generally known might reasonably be expected to affcct materially the 
value of the share or the debt obligation, shall be held

(a) Liable to compensate any person for a direct loss suffered by that person as a result of 
the transaction unless the information was known or reasonably should have been 
known to the person at the time of the transaction; and

(b) Accountable to the cooperative for any direct benefit or advantage received or yet to be 
received by him or his associate as a result of the transaction.

f

(2) The cooperative shall take the necessary steps to enforce the liabilities described in
subsection (a)

ARTICLE 51. Removal. - An elective officer, director, or committee member may be removed 
by a vote of two thirds (2/3) of the voting members present and constituting a quorum, in a regular or 
special assembly meeting called for the purpose. The person involved shall be given an opportunity to 
be heard SI said assembly.

CHAPTER V

RESPONSIBILITIES, RIGHTS AND PRIVILEGES OF COOPERATIVES

ARTICLE 52. Address. - Every cooperative shall have an official postal address to which all 
notices and communications shall be sent. Such address and every change thereof shall be registered 
with the Cooperative Development Authority.

AilTICLE 53. Books to be Kepi Open. - (1) Every cooperative shall have the following open to 
its members and representatives of the Authority for inspection during reasonable ofTicc hours at its 
ofFidal address:

(a) A copy of this Code and all other laws pertaining to cooperatives;

(b) A copy of the regulations of the Cooperative Development Authority;

(c) A copy of the articles of cooperation and bylaws of the cooperative;

(d) A register of members;

(e) The books of the minuies of the meetings of the general assembly, board of directors 
and committees;
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(f) Share books, where applicable;

(g) Financial statements; and

(h) Such other documents as may be prescribed by laws or the bylaws.

(2) The chairman of the audit committee of a cooperative shall be responsible for books and 
records of account of the cooperative in accordance with generally accepted accounting 
I»actices. He shall also be responsible for the production of the same at the time of audit or 
inspection.

(3) E id i cooperative shall maintain records of accounts such that the true and correct condition 
and the results of the operation of the cooperative may be ascertained therefrom at any time. 
The financial statements, audited according to generally accepted auditing standards, princi
ples and practices, shall be published annually.

(4) Subject to the pertinent provisions of the National Internal Revenue Code and other laws, a 
cCoperativc may dispose by way of burning or other method of complete destruction any 
document, record or book pertaining to its financial and nonfinancial operations which arc 
already more than five (5) years old except those relating to transactions which are the 
subject of civil, criminal, and administrative proceedings. An inventory of the audited 
documents, rccords, and books to be disposed of shall be drawn up and certified to by the 
cooperative secretary and the chairman of the audit committee of the cooperative and 
presented to the board of directors which may thereupon approve the disposition of the said 
records.

ARTICLE 54. Annual Reports. - (1) Every cooperative shall draw up an annual report of its 
affairs as of the end of every fiscal year, and publish the same furnishing copies to all its members of 
record. A copy thereof shall be filed with the Cooperative Development Authority within sixty (60) 
days from the end of every fiscal year. The form and contents of the annual report shall be prescribed 
by the rules of the Authority. Failure to file the required annual report shall be a ground for 
revocation of authority of the cooperative to operate as such. The fiscal year of every cooperative shall 
be the calendar year except as may be otherwise provided in the bylaws.

(2) If any cooperative fails to make, publish and file the report required herein, or fails to 
include therein any matter required by this Code, the Cooperative Development Authority 
shall, within fifteen (15) days from the expiration of the prescribed period, send such 
cooperative a registered notice, directed to its official postal address stating the delinquency 
and its consequences. If the cooperative fails to make, publish or file a copy of the report 
within thirty (30) days from receipt of such notice, any member of the cooperative or the 
Government may petition the court for mandamus to compel the cooperative and its officers 
to make, publish and file such report, as the case may be, and require the cooperative or the 
officers at fault to pay all the expenses of the proceeding, including counsel fees when the 
filing is made by a member.
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ARTICLE 55. Register o f members as Prima Facie Evidence. - Any register or list of members or 
shares kept by any registered cooperative shall be prima facie  evidence of the following particulars 
entered therein:

(1) The date on which the name of any person was entered in such register or list as member; 
and

(2) The date on which any such person ceased to be a member

ARTICLE 56. Probative Value o f  Certified Copies o f Eptries. - (1) A copy of any entry in any 
book, register or list regularly kept in the course of business in the possession of a cooperative shall, if 
duly certified in accordance with the rules of evidence, be admissible as evidence of the existence of the 
entry and prima facie evidence of the matters and transactions therein recorded.

(2) No person or a cooperative in possession of the books of such cooperative shall, in any legal 
proceedings to which the cooperative is not a party, be compelled to produce any of the 
books of the cooperative, the contents of which can be proved and the matters, transactions, 
and accounts therein recorded, unless by order of a competent court.

ARTICLE 57. Bonding o f Accountable Officers. - Every director, officer, and employee handling 
funds, securities or property on behalf of any c(X )p crativc shall execute and deliver adequate bonds for 
the faithful performance of his duties and obligations. The board of directors shall determine the 
adequacy of such bonds.

ARTICLE 58. Preference o f Claims. - (1) Notwithstanding the provisions of existing laws, rules 
and regulations to the contrary, but subject to the prior claim of the Cooperative Development 
Authority, any debt due a cooperative from a member shall be first lien upon any raw materials, 
pro îuction inputs, and products produced; or any land, building, facilities, equipment, goods or services 
acquired and held, by such member through the proceeds of the loan or credit granted by the 
cooperative to him for as the same is not fully paid.

(2) No property or interest on property which is subjcct to a lien under paragraph (1) shall be 
sold nor convoyed to third parties without the prior permission of the cooperative. The lien 
upon the property or interest shall continue to exist even after the sale or conveyance thereof 
until such lien has been duly extinguished.

(3) Notwithstanding the proNisions of any law to the contrary, any sale or conveyancc made in 
contravention of paragraph (2) hereof shall be void.

ARTICLE 59. Instrument for Salary or Wage Deduction. - (1) A member of a cooperative may, 
notwithstanding the provisions of existing laws to the contrary, execute an instrument in favor of the
cooperative authorizing his employer to deduct from the salary or wages payable to him by the
employer and pay to the cooperative such amount as may be specified in satisfaction of any debt or
other demand due from the member to the cooperative.
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(2) Upon the execution of such instrument and as may be required by the cooperative contained 
in a written request, the employer shall make the deduction in accordance with the 
agreement and remit forthwith the amount so deducted to the cooperative. The employer 
shall make the deduction for as long as such debt or other demand or any part of it remains 
unpaid by the employee.

(3) The term "employer" as used in this article shall include all private firms and the national and 
local governments and government-owned or controlled corporations who have under their 
employ a member of a cooperative and have agreed to carry out the terms of the instrument 
mentioned in paragraphs (1) and (2) of this article.

(4) The provisions of this Article shall also apply to all such agreements of the nature referred to 
in paragraph (1) as were Ln force on the date of the approval of this Code.

ARTICLE 60. Primaiy Lien. - Notwithstanding the provisions of any law to the contrary, a 
cooperative shall have a primaiy lien upon the capital, deposits or interest of a member for any debt 
due to the cooperative from such a member.

ARTICLE 6L Tax Treatment o f  Cooperatives. - Duly registered cooperatives under this Code 
which do not transact any business with nonmembers or the general public shall not be subject to any 
government taxes or fees imposed under the Internal Revenue Laws and other tax laws. Cooperatives 
not falling under this articlc shall be governed by the succeeding scction.

ARTICLE 62. Tax and Other Exemptions. - Cooperatives transacting business with both 
members and nonmembers shall not be subject to tax on their transactions to members. 
Notwithstanding the provisions of any law or regulation to the contrary, such cooperatives dealing with 
nonmembers shall enjoy the following tax exemptions:

(1) Cooperative with accumulated reserves and undivided net savings of not more than Ten 
Million Pesos (RIO,000,000.00) shall be exempt from all national, city, provincial, municipal 
or barangay taxes of whatever name and nature. Such cooperatives shall be exempt from 
customs duties, advance sales or compensating taxes on their importation of machineries, 
equipment and spare parts used by them and which are not available locally as certified by 
the Department of Trade and Industry. All tax-free importations shall not be transferred to 
any person until after Five (5) years, otherwise, the cooperative and the transferee or 
assignee shall be solidarity liable to pay twice the amount of the tax and/or duties thereon.

(2) Cooperatives with accumulated reserves and undivided net savings of more than Ten Million 
Pesos (?10,000,000.00) shall pay the following taxes at the full rate:

(a) Income Tax - On the amount allocated for interest on capitals. Provided, That the same 
tax is not consequently imposed on interest individually received by members;
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(b) Sales Tax - On sales to nonmcmbcrs: Provided, 'however, That all cooperatives,
regardless of classification, are exempt from the payment of income and sales taxes for 
a period of ten (10) years.

For cooperatives whose exemptions were removed by Executive Order No. 93, the 
ten-year period shall be reckoned from the effectivity date of said Executive Order. 
Cooperatives created after the approval of this Code shall be granted the same 
exemptions, the p>eriod of which shall be reckoned from the date of registration with the 
Authority: Provided, That at least twenty-five per centum (25%) of the net income of 
the cooperatives is returned to the members in the form of interest and/or patronage 
refunds;

(c) All other taxes unless otherwise provided herein; and

(d) Donations to charitable, research, and educational institutions and reinvestment to 
socio economic projects within the area of operation of the cooperative may be tax 
deductible.

(3) AH cooperatives, regardless of the amount of accumulated reserves and undivided net
savings shall be exempt from payment of local taxes and taxes on transactions with banks and 
insurance companies: Provided, That all sales or services rendered for nonmembcrs shall be 
subject to the applicable percentage taxes except sales made by producers, marketing or 
service cooperatives: Provided, further, That nothing in this article shall preclude the
examination of the books of accounts or other accounting records of the cooperative by duly 
authorized internal revenue officers for internal revenue tax purposes only, after previous 
authorization by the Authority.

(4) Any judge in his capacity as notary public, ex officio, shall render service, free of charge, to 
any person or group of persons requiring either the administration of oath or the 
acknowledgment of articles of cooperation of a cooperative applicant for registration and 
instruments of loan from cooperative not exceeding Fifty Thousand Pesos (?50,000.00).

(5) Any register of deeds shall accept for registration, free of charge, any instrument relative
to a loan made under this Code which does not exceed Fifty Thousand Pesos (?50,000.00) or 
the deeds of title or any property acquired by the cooperative or any paper or document 
drawn m connection with any action brought by the cooperative or with any court judgement 
rendered in its favor or any instrument relative to a bond of any accountable officer of a
cooperative for the faithful performance of its duties and obligations.

(6) Cooperative shall be exempt from the payment of all court and sheriffs fees payable to the
Philippine Government for and in connection v,ith all actions brought under this Code, or 
where such action is brought by the Cooperative Development Authority before the court, to
enforce the payment of obligations contracted in favor of the cooperative.
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(7) All cooperatives shall be exempt from putting up a bond for bringing an appeal against the 
decision of an inferior court or for seeking to set aside any third party claim: Provided, That 
a certification of the Authority showing that the net assets of the cooperative arc in excess of 
the amount of the bond required by the court in similar cases shall be accepted by the court 
as a sufficient bond.

(8) Any security issued by cooperative shall be exempt from the provisions of the Securities Act 
provided such security shall not be speculative.

ARTICLE 63. Privileges o f Cooperatives. - Cooperatives registered under this Code shall, 
notwithstanding the provisions of any law to the contrary, be also accorded the following privileges:

(1) Cooperatives shall enjoy the privilege of depositing their sealed cash boxes or containers, 
documents or any valuable papers in the safes of the municipal or city treasurers and other 
government offices free of charge, and the custodian of such articles shall issue a receipt 
acknowledging the articles received duly witnessed by another person;

(2) C^peratives organized among government employees, notwithstanding any law or 
regulation to the contrary, shall enjoy the free use of any available space in their agency, 
whether owned or rented by the Government;

(3) Cooperatives rendering special types of services and facilities such as cold storage, ice plant, 
elcctricity, transportation, and similar services and facilities shall sccure a franchise 
therefore, and such cooperatives shall open their membership to all persons qualified in their 
areas of operation;

(4) In areas where appropriate cooperatives exist the preferential right to supply government 
institutions and agencies rice, corn and other grains, fish and other marine products, meat, 
eggs, milk, vegetables, tobacco and other agricultural commodities produced by their 
members shall be granted to the cooperatives concerned;

(5) Preferential treatment in the allocation of fertilizers and in rice distribution shall be granted 
to cooperatives by the appropriate government agencies;

(6) Preferential and equitable treatment in the allocation or control of bottomries of commercial 
shipping vessels in connection with the shipment of goods and products of cooperatives;

(7) Cooperatives and their federations, such as market vendor cooperatives, shall have 
preferential rights in management of public markets and/or lease of public market facilities, 
stall or spaces;

(8) Credit coof>eratives and/or federations shall be entitled to loans, credit lines, rediscounting 
of their loan notes, and other eligible papers with the Development Bank of the Philippines,
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the Philippine National Bank, the Land Bank of the Philippines and other financial 
institutions exccpt the Central Bank of the Philippines;

(9) Cooperatives transacting business with the Government of the Philippines or any of its 
political subdivisions or any of its agencies or instrumentalities, including government-owned 
and controlled corporations shall be exempt from pre-qualification bidding requirements; 
and

(lOj Cooperatives shall enjoy the privilege of being represented by the provincial or city fiscal or 
the Office of the Solicitor General, free of charge, except when the adverse party is the 
Republic of the Philippines.

CHAPTER VI 

INSOLVENCY OF COOPERATIVES

ARTICLE 64. Proceedings Upon Insolvency. - In case a cooperative is unable to fulfill its 
obligations to aeditors due to insolvency, such cooperative may apply for such remedies as it may 
deem fit under the provisions of the Insolvency Law (Act No. 1956, as amended).

Noliing in this article, however, precludes creditors from seeking protection from said insolvency
law.

CHAPTER Vll 

DISSOLUTION OF COOPERATIVES

ARTICLE 65. Voluntary Dissolution Wxerc No Creditors are Affected. - If the dissolution of a 
cooperative does not prejudice the rights of any creditor having a claim against it, the dissolution may 
be effeaed by a majority vote of the board of directors, and by a resolution duly adopted by the 
affuinaiive vote of at least two-thirds (2/3) of all the members with voting rights at a meeting to be 
held upon call of the directors; Provided, That notice of time, place and object of the meeting shall be 
pubiisiied for three (3) consecutive weeks in a newspaper published in the place where the principal 
office or said cooperative is located, or if no newspaper is published in such place, in a newspaper of 

■general circulation in the Philippines: Provided, further. That notice of such meeting is sent to each 
stockholder or member either by registered mail or by personal deli%'ery at least thirty (30) days prior 
to said inseting. A .copy of the resolution authorizing the dissolution shall be certified by a majority of 
the board of directors and countersigned by the secretary of the cooperative. The Cooperative 
Developrsent Authority shall thereupon issue the certificate of dissolution.
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ARTICLE 66. Voluntary Dissolution Where Creditors are Affected. - Where the dissolution of a 
coopcralivc may prcjudicc the rights of any creditor, the petition for dissolution shall be filed with the 
Cooperative Development Authority. The petition shall be signed by a majority of its board of 
directors or other officers managing its affairs, shall be verified by its president or secretary or one of 
its directors and shall set forth all claims and demands against it and that its dissolution was resolved 
upon by the affirmative vote of at least two-thirds (2/3) of all the members with voting rights, at a 
meeting called for that purpose.

If the petition is sufficient in form and substance, the Cooperative Development Authority shall, 
by an order, reciting the purpose of the petition, fix a date on or before which objections thereto may 
be filed by any person, which date shall not be less than thirty (30) no more than sixty (60) days after 
the entry of the order. Before such date, a copy of the order shall be published at least once a week for 
three (3) consccutive weeks in a newspaper of general circulation published in the municipality or city 
where the principal office of the cooperative is situated, or in the absence of such newspaper, then in a 
newspaper of general circulation in the Philippines, and a similar copy shall be posted for three (3) 
consecutive weeks in three (3) public places in the municipality or city.

Upoirfive (5) days notice given after the date on which the right to file objections as fixed in the 
order has expired, the Cooperative Development Authority shall proceed to hear the petition and try 
any issue made by the objections filed; and if no objection is sufficient, and the material allegations of 
the petition arc true, it shall issue an order dissoKing the cooperative and directing such disposition of 
its assets as justice requirc.s. The order of dissolution shall set forth therein;

(1) The assets and liabilities of the cooperatives;

(2) The claim of any creditor;

(3) The number of members; and

(4) The nature and extent of the ir.tcre.st of the members of the coopcralivc.

ARTICLE 67. Involuntary Dissolution. - A coopcralivc may be dissolved by order of a competent 
;ourt after due hearing on the grounds of; (1) violation of any law, regulation, or provisions of its 
bylaws; or (2) insolvency.

ARTICLE 68. - Dissolution by Order o f  the Authority. - The Authority may suspend or revoke, 
after due notice and hearing, the certificate of registration of a cooperative on any of the following 
grounds;

(1) Having obtained its registration by fraud;
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(2) Existing for an illegal purpose;

(3) Willful violation, despite notice by the Authority, of the p«̂ ovisioiis of this Code or its 
bylaws;

(4) Willful failure to operate on a cooperative basis; and

(5) Failure to meet the required minimum number of members in the cooperative.

ARTICLE 69. Dissolution by Failure to Organize and Operate. - If a cocp>er{ktivc has not 
commenced business emd operation within two (2) years after the date shown on its certificate of 
registration or has not carried on busmess for two (2) consecutive years, the Authority shall send 
formal inquiry to the said cooperative as to the status of its operation. Failure of the cooperative to 
promptly provide justifiable cause for its failure to operate shall warrant the Authority to strike off its 
name from the register and, for all intents and purposes, the cooperative shall be deemed dissolved.

ARTICLE 70. Cooperative Liquidation. ■ Every cooperative whose charter expires by its own 
limitation or whose cooperative existence is terminated by voluntary dissolution or is terminated by 
appropriate judicial proceedings shall nevertheless be continued as a body cooperative for three (3) 
years after the time when it would have been dissolved, for the purpose of prosecuting and defending 
suits by or against it and enabling it to settle and close its affairs, to dispose of and convey its property 
and to distribute its assets, but not for the purpose of continuing the business for which it was 
established.

At any time during said three (3) years, said cooperative is authorized and empowered to convey 
all of its property to trustees for the benefit of members, creditors and other persons in interest. From 
aqd aiftcr any such conveyance by the cooperative of its property in trust for the benefit of its members, 
creditors and others in interest, all interest which the cooperative had in the property terminates the 
legal interest vests in the trustees and the beneficial interest vests in the members, creditors or other 
persons m interest.

Upon the winding up of the cooperative affairs, any asset distributable to any creditor or 
shareholder or member who is unknown or cannot be found shall be given to the federation, union or 
association to which the cooperative is affiliated or to the movement.

Except by descrease of share capital and as other%vise allowed by this Code, no cooperative shall 
distribute any of its assets or property except upon lawful dissolution and after payment of all its debts 
and liabilities.

ARTICLE 71. Rules and Regulations on Liquidation. - The Authority shall issue the appropriate 
implementing guidelines for the liquidation of cooperatives.
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CHAPTER VIII 

CAPITAL, PROPERTY, AND FUNDS

ARTICLE 72, Capital. The capitalization of cooperatives and the accounting therefor shall be 
governed by the provisions of this Code and the regulations issued thereunder.

ARTICLE 73. Capital Sources. - Cooperatives registered under this Code may derive their 
capital from any or all of the following sources;

(1) Members’ share capital;

(2) Loam and borrowings including deposits;

(3) Revolving capital which consist of the deferred payment of patronage refunds, or interest on 
share capital; and

(4) Subsidies, donations, legacies, grants, aids and such other assistance from any local X)r 
foreign institution whether public or private.

ARTICLE 74. Limitation on Share Capital Holdings. - No member of a cooperative other than a 
cooperative shall own or hold more than twenty peixentum (20%) of the share capital of the 
cooperative. Where a member of a cooperative dies, his heir shall be entitled to the shares of the 
dccedcnt; Provided, That the total share holding of the heir docs not exceed twenty per centum (20%) 
of the share capital of the cooperative: Provided, further, That the heir qualify and is admitted as 
member of the cooperative: Provided, finally, That were the heir fails to qualify as such member or 
where his total share holding exceeds twenty per centum (20%) of the share capital, the share or shares 
in cxccss v/ill revert to the cooperative upon payment to the heir of the value of such shares.

ARTICLE 75. Assignment o f Share Capital Contribution or Interest- - Subject to the provisions of 
this Code, no member shall transfer his shares or interest in the cooperative or any part thereof, unless:

(1) He has held such share capital contribution or interest for not less than one (1) year;

(2) The assignment is made to the cooperative or to a member of the cooperative or to a person 
who falls within the field of membership of the cooperative; and

s

(3) The board of directors has approved such assignment.

ARTICLE 76. Interest on Share Capital. - Interest on share capital shall not exceed the normal 
rate of return on investments as determined by the Cooperative Development Authority and such 
interest shall be noncumulative.
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ARTICLE 77. Shares. - The term "share" refers to a unit of capital the par value of which may be 
fixed at any figure but not less than One Peso (M.OO). The share capital of a cooperative is the money 
paid or required to be paid for to conduct its operations. The method of issuing the share certificates 
may be prescribed in the bylaws of the cooperative.

ARTICLE 78. Fines. - The bylaws of a cooperative may prescribe a fine on unpaid subscribed 
share capital subject to the guidelines which the Cooperative Development Authority may issue.

ARTICLE 79. Investment o f  Capital. - (1) A cooperative may invest its capital in any of the
following;

(a) In shares or debentures or securities of any other cooperative;

(b) In any reputable bank in the locality, or any cooperative;

(c) In securities issued or guaranteed by the Government;

(d) la real state primarily for the use of the cooperative or its members; or

(e) In any other manner authorized in the bylaws.

ARTICLE 80. Revolving Capital. - The general assembly of any cooperative may authorize the 
board of directors to raise a revolving capital to strengthen its capital structure by deferring the
payment of patronage refunds and interest on share capita! or by the authorized deduction of a
percentage from the proceeds of products sold or per unit of product handled. The board of directors 
shall issue revoKing capital certificates with serial number, name, amount, and rate of interest to be 
paid and shall distinctly set forth that the time of retirement by such certificates and the amounts to be 
returned are the discretion of the board of directors.

CHAPTER IX

AUDIT, INQUIRY AND MEMBERS’ RIGHT TO EXAMINE

ARTICLE 81. Annual Audit. - Cooperatives under this Code shall be subject to an annual audit 
by an auditor who satisfies all the following qualifications;

(1) He is independent of the cooperative being audited and of any subsidiary of the cooperative; 
and

(2) He is a member of any recognized professional accounting or cooperative auditors 
association with similar qualifications.
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ARTICLE 82. Audit Report. - The auditor shall submit to the audit committee a report of the 
audit which shall contain a statement of the assets and liabilities of the cooperative, including earnings 
and expenses, amount of net surplus as well as losses and bad debts, if any.

The audit committee shall forthwith furnish the board of directors a copy of the audit report. 
Thereafter, the board of directors shall present the complete audit report of the general assembly in its 
next meeting.

ARTICLE 83. Nonliability for Defamation. - An auditor is not liable to any person in an action 
for defamation based on any act done, or any statement made by him in good faith in connection with 
any matter he is authorized or required to do or pursuant to this Code.

ARTICLE 84. Right to Examine. - A member shall have the right to examine the records 
required to be kept by the cooperative under Article 51 of this Code during reasonable hours on 
business days and he may demand, in writing, for a copy of excerpts from said records without charge 
except the cost of reproduction.

Any officer of the cooperative who shall refuse to allow any member of the cooperative to 
examine and copy excerpts from its records shall be liable to such member for damages and shall be 
guilty of an offense which shall be punishable under Article 106 of this Co<le: Provided, That, if such 
refusal is pursuant to a resolution or order of the board of directors, the liability under this article shall 
be imposed upon the directors who voted for such refusal: Provided, further, That it shall be a defense 
to any action under this artidc that the member demanding to examine and copy excerpts from the 
cooperative records has improperly used any information secured through any prior examination of the 
records of such cooperative or was not acting in good faith or for a legitimate purpose in making his 
demand.

ARTICLE 85. Safety c f  Records. - Every cooperative shall, at its principal officc, keep and 
carefully preserve the records required by this Code to be prepared and maintained. It shall take all 
necessary precaution to prevent its loss, destruction or falsification.

CHAPTER X

ALLOCATION AND DISTRIBUTION OF NET SURPLUS

t
ARTICLE 86. Net Surplus. - Notwithstanding the provisions of existing laws, the net surplus of 

cooperatives shall be determined in accordance with its bylaws. Every cooperative shall determine its 
net surplus at the close of every fiscal year and at such other time as may be prescribed by the bylaws.

The net surplus shall not be construed as profit but as excess of payments made by the members 
for the loans borrowed, or the goods and services bought by them from the cooperative and which shall 
be deemed to have been returned to them if the same is distributed as prescribed herein.
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ARTICLE 87. Order o f  distribution. - The net surplus of every cooperative shall be distributed as 
follows;

(1) An amount for the reserve fund which shall be at least ten per centum (10%) of net surplus;

(a) The reserve fund shall be used for the stability of the cooperative and to meet net losses 
in its operations. The general assembly may decrease the amount allocated to the 
reserve fund when reserve fund already exceeds the share capital.

Any sum recovered on* îtems previously charged to the reserve fund shall be 
credited to such fund.

(b) The reserve fund shall not be utilized for investment, other thjin those allowed in this 
Code. Such sum of the reserve fund in excess of the share capital may be used at 
anytime for any project that would expand the operations of the cooperative upon the 
resolution of the general assembly.

(Q Upon the dissolution of the cooperative, the reserve fund shall not be distributed 
among the members. The general assembly may resolve:

(i) To establish usufructuary trust fund for the benefit of any federation or union to 
which the cooperative is affiliated; and

(ii) To donate, contribute, or otherwise dispose of the amount for the benefit of the 
community where the cooperative operates. If the members cannot decide upon 
the disposal of the reserve fund, the same shall go to the federation or union to 
which the cooperative is affiliated.

(2) An amount for the education and training fund, which shall be not more than ten per centum 
(10%) of net surplus. The bylaws may provide that certain fees or fines or a portion thereof 
be credited to such fund.

(a) Half of the amounts transferred to the education and training fund annually under this 
subsection may be spent by the cooperative for education and training and other 
purposes; while the other half shall be credited to the cooperative education and 
training fund of the respective apex organization of which the cooperative is a member. 
An apex organization maybe a federation or union.

(b) Upon the dissolution of the cooperative, the unexpended balance of the education and 
training fund appertaining to the cooperative shall be credited to the cooperative 
education and training fund of the abovementioned apex organization.

(3) An optional fund, a land and building, community development, and any other necessary 
fund the total of which may not exceed ten per centum (10%).
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(4) The remaining nel surplus shall be made available to the members in the form of interest not 
to exceed the normal rate of return on investments and patronage refunds.

The sum allocated for patronage refunds shall be made available at the same rate to all 
patrons of the cooperative in proportion to their individual patronage; Provided, That;

(a) In the case of a member patron with paid-up share capital contribution, his
proportionate amount of patronage refund shall be paid to him unless he agrees to
CTedit the amount to his account as additional share capital contribution;

(b) In the ease of a member patron with unpaid share capital contribution, lus
proportionate amount of patronage refund shall be credited to his account until kis
share capital contribution has been fully paid.

(c) In the case of a nonmember patron, his proportionate amount of patronage refund
be set aside in a general fund for such patrons and shall be allocated to individual 
nonmember patron only upon request and presentation of evidence of the amount of 
his patron^e. The amount so allocated shall be credited to such patron toward 
payment of the minimum capital contribution for membership. When a sum equal, to 
this amount has accumulated at any time within a period specified in the bylaws, sudi 
patron shall be deemed and become a member of the cooperative if he so agrees or 
requests and complies with the provisions of the bylaws for admission to membership;

(d) If within any period of time specified in the bylaws, any subscriber who has not fully 
paid his subsaibcd share capital or any nonmember patron who has accumulated the 
sum ncccssary for membership but who docs not request nor agree to become a 
member or (ails to comply with the provisions of the bylaws for admissioa to 
membership, the amount so accumulated or credited to their account together with any 
part of the general fund for non-mcmbcr patrons shall be credited to the reserve fund 
or to the education and training fund of the cooperative, at the option of the 
cooperative.

CHAPTER XI

SPECIAL PROVISIONS TO AGRARIAN REFORM COOPERATIVES

4

ARTICLE 88. Coverage. - The provisions of this Chapter^hall primarily govern agrarian reform 
cooperatives: Provided. That the provisions of other chapters of this Code shall apply suppletorily 
except insofar as this Chapter otherwise provides.

ARTICLE 89. Definition and Purpose - An agrarian reform cooperative within the meaning of
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this Code is one where the majority of the members are agrarian reform beneficiarics and marginal 
farmers and organized for any or all of the following purposes:

(1) To develop an appropriate system of land tenure, land development, land consolidation or 
land management in areas covered by agrarian reform;

(2) To coordinate and facilitate the dissemination of scientific methods of production, and 
provide assistance in the storage, transport, and marketing of farm products for agrarian 
reform beneficiaries and their immediate family, hereinafter referred to as "beneficiaries";

(3) To provide tmancial facilities to beneficiaries for provident or productive purposes at 
reasonable colt;

(4) To arrange and facilitate the expeditious transfer of appropriate and suitable technology to 
beneficiaries and marginal farmers at the lowest possible costs;

(5) To provide social security benefits, health, medical and social insurance benefits and other 
social and economic benefits that promote the general welfare of the agrarian reform benefi
ciaries and marginal farmers;

(6) To provide non-forma! education, vocational/technical training, and livelihood programs to 
beneficiaries and marginal farmers;

(7) To act as channels for external assistance and services to the beneficiaries and marginal
farmers;

(8) To undertake a comprehensive and integrated development program in agrarian reform and 
resettlement areas with special concern for development of agro-based, marine-based, and 
cottage-based industries;

(9) To represent the beneficiaries on any or all matters that affect their interest; and

(10) To undertake such other economic or social activities as may be necessary or bcidental in 
the pursuit of the foregoing purposes.

ARTICLE 90. Cooperative Estates. - Landholdings like plantations, estates or haciendas acquired 
by the State for the benefit of the workers in accordance with the Comprehensive Agrarian Reform 
Program shall be owned collectivcly by the workers-beneficiaries who shall form a cooperative at their 
option.

ARTICLE 91. Infrastructure. - In agrarian reform and resettlement areas, the Government shall 
grant to agrarian reform cooperatives preferential treatment, if necessary, the authority to construct, 
maintain, and manage with goverimient funding roads, bridges, canals, wharves, ports, reservoirs.
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irrigation systems, waterworks systems, and other infrastructures. For this purpose, government 
technical assistance, facilities and equipment shall be made available to such agrarian reform 
cooperatives for their use.

ARTICLE 92. Lease o f  Public Lands. - The Government may lease public lands to any agrarian 
reform cooperative for a period not exceeding twenty-five (25) years, subject to renewal for another 
twenty-five (25) years only: Provided, That the application for renewal shall be made one (1) year 
before the expiration of the lease. Provided, further, That such lease shall be for the exclusive use and 
benefit of the beneficiaries and marginal farmers subject to the provisions of the Comprehensive 
Agrarian Reform Program.

ARTICLE 93. Preferential Right. - In agrarian reform areas, an agrarian reform cooperative shall 
have the preferential right in the grant of franchise and certificate of public convenience and necessity 
for the operation of public utilities and services: Provided, That it meets the requirements and 
conditions imposed by the appropriate government agency granting the franchise or certificate of 
public convenience and necessity.

Electric service agencies shall, upon request of agrarian reform cooperatives, immediately provide 
electric services to agrarian reform areas. If the electric service agencies concerned fails for any reason 
to provide the services requested within a period of one (1) year from receipt thereof, the agrarian 
reform cooperative concerned may provide the electric services in the agrarian reform area directly 
through its own resources and shall continue to do so until such time that the clectric service agency 
conccrned purchases all the investments made by the agrarian reform cooperative in the electrification 
of the agrarian reform areas.

ARTICLE 94. Privileges. - Subject to such reasonable terms and conditions as the Department of 
Agrarian Reform and the Authority may impose, agrarian reform cooperatives may be given the 
exclusive right to do any or all of the following economic activities in agrarian reform and resettlement 
areas;

(1) Supply and distribution of consumers, agricultural, aquacultural, and industrial goods, 
production inputs, and raw materials and supplies, machinery, equipment, facilities and other 
services and requirements of the beneficiaries and marginal farmers In the agrarian reform 
areas at reasonable prices;

(2) Marketing of the products and services of the beneficiaries on the local and foreign markets;

(3) Processing of the members’ products into finished consumer or industrial goods for domestic 
consumption or for export;

(4) Provision of essential public services at cost such as power, irrigation, potable water, 
passenger and/or cargo transportation by land, sea, or air, communication services, and 
public health and medical care services;
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(5) Management, conservation, and commerdaJ development of marine, forestry, mineral, 
water, and other natural resources subject to compliance with the laws and regulation on 
environmental and ecological controls;

(6) Provision of fmancitJ, technological, and other services and facilities required by the 
beneficiaries in their daily lives and livelihood.

The Government shall provide the necessary financial and technical assistance to agrarian reform 
cooperatives to enable them to discharge effectively their purposes under this Article. The Department 
of Agrarian Reform, the Cooperative Development Authority and the Central Bank of the Philippines 
shall draw up a joint program for the organization and financing of the agrarian reform cooperatives 
subject to this Chapter. The joint program shall be geared towards the beneficiaries’ gradual 
assumption of full ownership and management control of the agrarian reform cooperatives within ten
(10) years from the date of registration of said cooperatives.

ARTICLE 95. Organization and Registration. - Agrarian reform cooperatives may be organized 
and registered under this Code only upon prior written verification by the Department of Agrarian 
Reform to the effect that the same is needed and desired by the beneficiaries; results of a study that 
has been conducted fairly indicate the economic feasibility of organizing the same and that it will be 
economically viable in its operations; and that the same way now be organized and registered in 
accordance with the same requirements of this Code.

CHAPTER XII

SPECIAL PROVISIONS ON PUBLIC SERVICE COOPERATIVES

ARTICLE 96. Definition and Coverage. - A public service cooperative, within the meaning of this 
Code, is one organized to render public services as authorized under a franchise or certificate of public 
convenience and necessity duly issued by the appropriate government agency. Such services may 
include the following:

(1) Power generation, transmission, and/or distribution;

(2) Ice plants and cold storage services. Electric cooperatives created under Presidential Decree 
No. 269 shall be governed by this Chapter if they qualify as cooperative under the provisions 
of this Code;

(3) Communications services including telephone, telegraph, and telecommunications;

(4) Land, sea, and air transportation cooperati%’es for passenger and/or cargo. Transport 
cooperatives organized under the provisions of Executive Order No. 898, Series of 1983, shall 
be governed by this Chapter;
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(5) Public markets, slaughterhouses and other similar services; and

(6) Such other types of public service as may be engaged in by any cooperative. Such 
cooperative shall be primarily governed by this Chapter and the general provisions of this 
Code insofar as they may be applicable unless they are inconsistent herewith.

ARTICLE 97. Registration Requirements. • No public service cooperative shall be registered 
unless it satisfies the following requirements:

(1) It has the favorable endorsement of the proper government agency authorized to issue the 
franchise or certificate of public convenience and necessity,

(2) Its articles of cooperation and bylaws provide for the membership of the users and/or 
producers of the serwce of such cooperatives; and

(3) It satisfies such other requirements as may be imposed by the other pertinent government 
agencies concerned. In case there are two (2) or more applicants for the same public service 
franchise or certificate of public convenience and necessity, all things being equal, preference 
shall be given to a public service cooperative.

ARTICLE 98. Regulation o f  Public Service Cooperatives. - (1) The internal affairs of public 
service cooperatives such as the rights and privileges of members, the jules and procedures for 
meetings of the general assembly, board of directors and committees; for the election and 
qualifications of officers, directors, and committee members, allocation and distribution of surpluses, 
and all other matters relating to their internal affairs shall be governed by this Code.

(2) All matters relating to the franchise or certificate of public convenience and necessity of 
public service cooperatives such as capitalization and investment requirements, equipment 
and facilities, frequencies, rate-fixing, and such other matters affecting their public service 
operations shall be governed by the proper government agcncy concerncd.

(3) The Cooperative Development Authority and the proper government agency concerned shall 
jointly issue the necessary rules and regulations to implement this Chapter.

CHAPTER XIII

SPECIAL PROVISIONS RELATING TO COOPERATIVE BANKS

ARTICLE 99. Governing Law. - (1) The provisions of this Chapter shall primarily govern 
cooperative banks registered under this Code and the other provisions of this Code shall apply to them 
only insofar as they are not inconsistent with the provisions contained in this Chapter.

Ju!y-Oocdmti«r 1989 65



(2) Cooperatives duly established and registered under the provisions of this Code may organize 
among themselves a cooperative bank which shall likewise be considered a cooperative 
registerable under the pro\'isions of this Code subject to the requirements of and requisite 
authorization from the Central Bank.

ARTICLE 100. Definition, Classification and Functions. - A cooperative bank is one organized 
by the majority shares of which is owned and controlled by cooperatives primarily to provide financial 
and credit services to cooperatives. The term "cooperative bank" shall include cooperative rural banks.

A cooperative bank may perform the following functions:

(1) To carry on banking and credit services for the cooperatives;

(2) To receive financial aid or loans from the Government and the Central Bank of the 
Philippines for and in behalf of the cooperative banks and primary cooperatives and their 
federations engaged in business and to supervise the lending and collection of loans;

(3) To mobilize savings of its members for the benefit of the cooperative movement;

(4) To act as a balancing medium for the surplus funds of coopxiratives and their federations;

(5) To discount bills and promissory notes issued and drawn by cooperatives;

(6) To issue negotiable instruments to facilitate the activities of cooperatives;

(7) To issue debentures subject to the approval of and under conditions and guarantees to be 
prescribed by the Government;

(8) To borrow money from banks and other financial institutions within the limit to be 
prescribed by the Central Bank; and

(9) To carry out all other functions as may be prescribed by the Authority: Provided, That the 
performance of any banking function shall be subject to prior approval by the Central Bank 
of the Philippines.

ARTICLE 101. Registration Requirements. - No entity shall be registered by the Cooperative 
Development Authority as a cooperative bank unless the articles of cooperation and bylaws thereof as 
well as its establishment and operation as a cooperative bank have been approved by the Central Bank 
of the Philippines and it satisfies all requirements for registration as a cooperative.

ARTICLE 102. Membership. - Membership of a cooperative bank shall include only cooperatives 
and federations of cooperatives.

66 Phllippin« Cooperatives Review



a r t i c l e  103. Board o f  Directors. - The number, composition, and voting rights of the board of 
directors shall be defined in the articles of cooperation and bylaws of the cooperative bank, 
notwithstanding provisions of this Code to the contrary.

ARTICLE 104. Loans. - Cooperatives may obtain loans from a cooperative bank. Loans granted 
by a cooperative bank shall be reported to the Central Bank of the Philippines.

ARTICLE 105. Supervision. - The cooperative banks registered under this Code shall be under 
the supervision of the Central Bank. The Central Bank upon consultation with the agency and the 
cooperative movement shall formulate guidelines regarding the operations and banking transactions of 
cooperative banks. These guidelines shall ^ve due recognition to the unique cooperative natiue and 
character of cooperative banks. To this end, cooperative banks may be exempted from Central Bank 
rules and regulations, applicable to other types of banks, which would impede the cooperative rural 
bank from performing legitimate financial and banking services to its members.

ARTICLE 106. Capitalization. - (1) A national cooperative bank shall have a minimum 
authorized share capital of Two Hundred Million Pesos (P200,000,000.00) in relation to Article 14 (5). 
The authorbxd share capital shall be divided bto such number of shares with a minimum par value of 
One Thousand Pesos (PI,000.00) per share. For the purpose primarily of determining the permanency 
of equity, the types, of share cooperative bank may issue including the terms thereof and the rights 
appurtenant thereto, subject to such rules and regulations as the Central Bank may prescribe.

(2) A local cooperative bank shall have a minimum authorized share capital of Twenty Million 
Pesos (■P20,000,000.00) divided into such number of shares with a minimum par value of One 
Hundred Pesos (FIOO.OO) per share.

ARTICLE 107. Distribution o f  Net Surplus. - The provisions of this Code on the allocation and 
distribution of net surplus shall apply.

ARTICLE 108. Privileges. - Cooperative banks shall have the following privileges subject to the 
approval of the Central Bank and compliance with applicable banking laws, rules and regulations:

(1) The cooperative banks registered under this Code shall be given the same privilege granted 
to the rural banks, private development banks, commercial banks, and all other banks to 
rediscount notes with the Central Bank, the Land Bank of the Philippines, and other 
government banks without affecting in any way the provisions of this Code; and

(2) To act as a depository of government funds. For this purpose, all government departments, 
agencies and units of the national and local governments including government-owned and 
controlled corporations are hereby authorized to deposit their funds in any cooperative 
bank.

ARTICLE 109. Assistance to Cooperative Bank. - Whenever a cooperative bank organized under
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this Code is distressed or may need assistance m the rehabilitation of its financial condition or to avoid 
bankruptcy, the Monetary Board of the Central Bank of the Philippines shall designate an official of 
the Central Bank of a person of recognized competence in banking or finance as receiver or 
conservator of the said bank pursuant to the provisions of Section 29, of Republic Act No. 265, as 
amended.

CHAPTER XIV

SfECIAL PROVISIONS RELATING TO CREDIT COOPERATIVE

ARTICLE 110. Coverage. - This Chapter shall apply only to credit cooperatives and the rest of 
the provisions of this Code shall apply to them insofar as the same are not inconsistent with the 
provisions of this Chapter.

ARTICLE 111. Definition o f  Objectives. - A credit cooperative is a financial organization 
owned and operated by its members with the following objeaives:

(1) To encourage savings among its members;

(2) To create a pool of such savings for which loans for productive or provident purposes may be 
granted to its members; and

(3) To provide related services to enable its members to maximize the benefit from such loans.

ARTICLE 112. Organization and Registration. - Credit cooperatives shall be organized and 
registered m accordance with the general provisions of this Code.

ARTICLE 113. Organizational Linkage. - Credit cooperatives may organize chapter or 
subsidiaries, or join leagues and federations for the purpose of providing commonly needed essential 
services including but not limited to the following:

(1) Interlending of surplus fund;

(2) Mutual benefit;

(3) Deposit guarantee;

(4) Bonding;

(5) Education and training;
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(6) Professional and technical assistance;

(7) Research and development;

(8) Representation; and

(9) Other ^rvices needed to improve their performance.

Existing support organizations such as federations of aedit cooperatives, credit cooperatives at 
the provincial, regional, and national levels may continue as such under this Code.

ARTICLE 114. Prohibition. - The term "credit cooperative" shall be used exclusively by those 
who are duly registered under this Chapter, and no person or group of persons, or organizations shall 
use the said term unless duly registered herein.

CHAPTER XV

SPECIAL PROVISIONS RELATING TO COOPERATIVE INSURANCE SOCIETIES .

ARTICLE 115. Cooperative Insurartce Societies. - Existing cooperatives may organize themselves 
into a cooperative insurance entity for the purpose of covering the insurance requirement of the 
cooperative members including their properties and assets.

ARTICLE 116. Types o f  Insurance Provided. - Under the cooperative insurance program 
established and formed by virtue of the provisions of this Code, the cooperative insurance sodetics 
shall provide its constituting members different types of insurance coverage constituting of, but not 
limited to, life insurance with special group coverage, loan protection, retirement plans, endowment 
with health and accident coverage, fire insurance, motor vehicle coverage, bonding, crop and livestock 
protection and equipment insurance.

ARTICLE 117. Applicability o f  Insurance laws. • The provisions of the Insurance Code and all 
other laws and regulations relative to the organization and operation of an insurance company shall 
apply to cooperative insurance entities organized under this Code. The requirements on capitalization, 
investments and reserves of insurance firms may be liberally modified upon consultation with the 
Cooperative Development Authority and the cooperative sector. But in no case may the requirements 
be reduced to less than half erf those provided for under the Insurance Code and other related laws,

ARTICLE 118. Implementing Rules. - The Insurance Commission, upon consultationjvith the 
Cooperative Development Authority and the cooperative sector, shall formulate the rules and 
regulations implementing these provisions.

July-t>ec«mb«r 1989 69



CHAPTER XVI 

MISCELLANEOUS PROVISIONS

ARTICLE 119. Compliance with Other Laws. - (1) The Labor Code and all other labor laws shall 
apply to all cooperatives.

(2) The Sodal Security Act, the Medical Care Act, and all other social legislations shall ap'ply to
all cooperatives. t

(3) All other laws and executive orders applicable to cooperatives duly registered under this 
Code.

ARTICLE 120. Register o f  Cooperatives. - The Cooperative Development Authority shall 
establish a register which shall contain a chronological entry of the name of every cooperative 
registered or dissolved under this Code together with the basic information requu-ed for registration or 
dissolution and any other information considered useful. The Cooperative Development Authority 
shall publish every year a list of cooperatives in existence, under dissolution and whose registration is 
cancelled during the year together with such mformation on each of them as may be prescribed in the 
regulations.

ARTICLE 121. Settlement o f  Disputes. - Disputes among members, officers, directors, and 
committee members, and mtra-cooperative disputes shall, as far as practicable, be settled amicably in 
accordance with the conciliation or mediation mechanisms embodied in the bylaws of the cooperative, 
and in applicable laws.

, Should such conciliation/mediation proceeding fail, the matter shall be settled in a court of 
competent jurisdiction.

CHAPTER XVII 

FINAL PROVISIONS

ARTICLE 122. Electric Cooperatives. - Electric cooperatives shall be covered by this Code. 
However, there shall be a transition period of three (3) years within which the Cooperative 
Development Authority and the National Electrification Administration shall help and assist electric 
tooperatives to qualify under this Code. The Cooperative Development Authority and the National 
Electrification Administration sheill jointly promulgate rules and regulations to the end that the 
provisions of this law are harmonized with the provisions of Presidential Decree No. 269.
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ARTICLE 123. Regulations. - (1) The Cooperative Development Authority may issue 
regulations to implement those provisions of this Code which expressly call for the issuance thereof. 
This paragraph shall not apply to those cases whereb a specific provision of this Code expressly 
designates particular government agencies which shall issue the regulations called for by any provision 
of this Code.

(2) Where a provision of this Code does not expressly call for nor authorize the issuance of 
regxilation, no regulation shall be issued thereon. Any regulation issued in violation of this 
paragraph shall be null and void ab initio.

(3) No regulation shall be issued nor become effective under this Code unless the following 
requirements are satisfied:

(a) Public announcement on the intention to issue regulations describmg the subject to be 
dealt on with a copy of the proposed regulations attached, inviting the public to make 
icnown their views thereon and submit their positions with respect thereof. The 
announcement shall be published in a daily newspaper of national general circulation at 
least once a week for four (4) consccutive weeks prior to the intended date of 
commencement of the public hearing thereon, specifying the date, time and place of the 
public hearing;

(b) Public hearings may be conducted separately in Luzon, Visayas, and Mindanao by the 
Authority and the proceedings thereof shall be duly recorded. Minutes of a public 
hearing shall be made available to the public at cost. The public hearing may be held in 
several sessions; Provided, That no session shall be conducted unless the minutes of all 
other previous se.ssions have been publi.shed beforehand;

(c) The proceed regulations shall be supported by a memorandum of justification for every 
provision thereof which shall include citalitjn of the legal bases therefore, the reasons 
for such provision, and the cxpccted results therefrom; and

(d) The regulations shall be recommended by the Authority and approved by the office of 
the President, and the same shall take effect thirty (30) days after publication in the 
Official Gazette.

ARTICLE 124. Penal Provisions. - The following acts or omissions affecting cooperatives are 
hereby prohibited; \

(1) The use of the word "cooperative" by any person or of persons or organizations, domestic or 
foreign, unless duly registered as a cooperative under this Code. In case of violation hereof, 
the individual or individuals concerned, or in the case of an organization, its officers and 
directors shall, upon conviction, each suffer the penalty of imprisonment for one (1) year and 
a fine not exceeding One Thousand Pesos (^,000.00) or both at the discretion of the court;
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(2) Direct or indirect interference or intervention by any public official or employee into the 
internal affairs of a cooperative of which he is not a member, such as, but not limited to, the 
following:

(a) Influencing the selection or appointment of officers, directors, committee members, 
and employees through public or private endorsement or campaign for or against any 
person or group of persons;

(b) Requiring prior clearance for any policy or decision \wthin'the cooperative;
t

(c) Requesting or demanding for the creation of positions or organizational units, or 
recommending any person for appointment, transfer, or remova] from his position; or

d) Any other acts inimical or adverse to the autonomy and independence of cooperatives.

In ease of violation of any provision of this subsection, the individual or individuals, and in the 
ease of organizations, its officers, and directors shall, upon conviction by a court, each suffer a penalty 
of not less than one (1) year but not more than five (5) years imprisonment or a fine in the amount of 
not less than Five Thousand Pesos (P5,000.00), or both at the discretion of the court;

(3) A director, officer or committee member who violated the provisions of Article 47 (liability 
of director, officers and committee members), Article 50 (disloyalty of a director) and 
Article 51 (illegal use oi' confidential information) shall upon conviction suffer a fine not less 
than Five Thousand Pesos (P5,000.00) nor more than Five Hundred Thousand Pesos 
(?500,000.00) or imprisonment of not less than five (5) years but not more than ten (10) 
years or both at the court’s discretion;

(4) Any violation of any provision of this Code for which no penalty is imposed shall be punished 
by imprisonment of not less than sbc (6) months nor more than one (1) year and a fine of not 
less than One Thousand Pesos (1P1,000.00), or both at the discretion of the court.

ARTICLE 125. Printing and Distribution. - (1) The National Printing Office shall publish this 
Code in the Official Gazette in full within sixty (60) days from the date of approval thereof. Copies of 
this Code shall be given to every department, agency and instrumentality of the National Government, 
mcluding regional, provincial offices and local governments including government-owned and 
controlled corporations.

(2) All duly registered cooperatives and their federations, unions and associations, and 
cooperative corporations shall be given one (1) copy each at costs. Thereafter, every newly 
registered cooperative or cooperative corporations shall be issued at cost a copy of this Code 
and the regulations promulgated thereon together with its certificate of registration.

ARTICLE 126. Interpretation and Construction. - In case of doubt as to the meaning of any
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provision of this Code or the regulations issued in pursuance thereof, the same shall be resolved 
liberally in favor of the cooperatives and their members.

ARTICLE 127. Repeals. - Except as expressly provided by this Code, Presidential Decree No. 
175 and all other laws, or parts thereof, inconsistent with any provision of this Code shall be deemed 
repealed: Provided, however. That nothing on this Code shall be interpreted to mean the amendment 
or repeal of any provision of Presidential Decree No. 269: Provided, further, That the electric 
cooperatives which qualify as such under this Code shall fall under the coverage thereof.

ARTICLE 128. Transilory Provisions. - All cooperatives registered under Presidential Decree 
Nos. 175 and 775 and Executive Order No. 898, and all other laws shall be deemed registered with the 
Cooperative Development Authority: Provided, however. That they shall submit to the nearest
Cooperative Development Authority office their certificate of registration, copies of the articles of 
cooperation and bylaws and their, latest duly audited financial statements within one (1) year from the 
effectivity of this Act, otherwise their registration shall be cancelled: Provided, further. That
cooperatives created under Presidential Decree No. 269, as amended by Presidential decree No. 1645, 
shall be given three (3) years within which to qualify and register with the Authority: Provided, finally. 
That after these cooperatives shall have qualified and registered, the provisions of Sections 3 and 5 bf 
Presidential Decree No. 1645 shall no longer be applicable to said cooperatives.

ARTICLE 129. Separability. - Should any part of this Code be declared unconstitutional, the rest 
of the provisions shall not be affected thereby.

ARTICLE 130. Effectivity. - This Code shall take effect fifteen (15) days from its publication in a 
newspaper of general circulation.

Approved,

(SGD.) JOVITO R. SALONGA (SOD.) RA\ION V. MITRA
President o f  the Senate Speaker o f  the House

*o f Representatives

This act which is a consolidation of House Bill No. 13029 and Senate Bill No. 513 was finally 
passed by the House of Representatives and the Senate on March 5, 1990 and March 2, 1990, 
respectively.
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(SGD.) EDWIN P. ACOBA (SGD.) QUIRINO D. ABAD SANTOS, JR.
Secretary o f  the Senate Secretary o f  the House

o f  Representatives

Approved: March 10,1990

(SGD.) CORAZON C. AQUINO
President o f  the Philippines
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H. NO. 10787 
S. NO. 613

REPUBUC OF THE PHILIPPINES 
CONGRESS OF THE PHILIPPINES 

METRO MANILA

Third Regular Session

Begun and held in Metro Manila, on Monday, the twenty-fourth day of July, nineteen hundred and 
eighty-nine.

[REPUBLIC ACT NO. 6939]

AN ACT CREATING THE COOPERATIVE DEVELOPMENT AUTHORITY TO PROMOTE 
THE VIABILITY AND GROWTH OF COOPERATIVES AS INSTRUMENTS OF EQUITY, 
SOCLAL JUSTICE AND ECONOMIC DEVELOPMENT, DEHNING ITS POWERS, 
FUNCTIONS AND RESPONSIBILITIES, RATIONALIZING GOVERNMENT POLICIES 
AND AGENCIES WITH COOPERATIVE FUNCTIONS, SUPPORTING COOPERATIVE 
DEVELOPMENT, TRANSFERRING THE REGISTRATION AND REGULATION 
FUNCTIONS OF EXISTING GOVERNMENT AGENCIES ON COOPERATIVES AS SUCH 
AND CONSOLIDATING THE SAME WITH THE AUTHORITY, APPROPRIATING 
FUNDS THEREFORE, AND FOR OTHER PURPOSES.

Be it enacted by the Senate and House o f  Representatives o f  the Philippines in Congress assembled:

SECTION 1. Declaration o f  Policy. - It is hereby declared the policy of the STATE to promote 
the viability and growth of Cooperatives as instruments of equity, social justice and economic 
development and to create an agency, in fulfillment of the mandate in Section 15, Article XII of the 
Constitution. Toward this end, the State shall recognize cooperatives as associations organized for the 
economic and soaal betterment of their members, operating business enterprises based on mutual aid, 
and founded upon internationally accepted cooperative principles and practices.

In furtherance of this policy, the appropriate national economic planning agency shall include the



promotion of growth and expansion of cooj>erativcs as a major and indispensable component of 
national development plans. All departments, branches, subdivisions and instrumentalities of the 
Government shall promote the formation of cooperatives under their respective programs by providing 
them with appropriate and suitable incentives.

The State recognizes, the cooperative sector as primarily responsible for the institutional 
development of cooperatives. Accordingly, the State recognizes the rights of the cooperative sector to 
initiate and foster within its own ranks cooperative promotion, organization, training, information 
gathering, audit and support services, with government assistance where necessary.

Government assistance to cooperatives shall be free from any restriction and conditionality that 
may in any maimer infringe upon the objections and character of cooperatives as provided in this Act. 
The State shall, except as provided in this Act, maintain the policy of noninterference in the 
management and operation of cooperatives.

SECTION 2. Creation o f  the Cooperative Development Authority. - The Cooperative 
DevelopAient Authority is hereby created under the Office of the President to carry out the provision 
of this Act.

SECTION 3. Powers, Functions and Responsibilities. The Authority shall have the following 
powers, functions and responsibilities:

(a) Formulate, adopt and implement integrated and comprehensive plans and programs on 
cooperative development consistent with the national policy on cooperatives and the overall 
socioeconomic development plans of the Government;

(b) Develop and conduct management and training programs upon request of cooperatives that 
will provide members of cooperatives with the entrepreneurial capabilities, managerial 
expertise, and technical skills required for the efficient operation of their cooperatives and 
inculcate in the true spirit of cooperativism and provide, when necessary, technical and 
professional assistance to ensure the viability and growth of cooperatives with special 
concern for agrarian reform, fishery and economically depressed sectors;

(c) Support the voluntary organization and consensusil development of activities that promote 
cooperative movements and provide assistance towards upgrading managerial and technical 
expertise upon request of the cooperatives concerned;

(d) Coordinate the efforts of the local government units and the private sector in the promotion, 
organization, and development of cooperatives;

(e) Register all cooperatives and their federations and unions, including their division, merger, 
consolidation, dissolution or liquidation. It shall also register the transfer of all or 
substantially ail of their assets and liabilities and such other matters as may be required by 
the Authority,
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(0  Require ail cooperatives, their federations and unions to submit their annual financial 
statements, duly audited by certified public accountant, and general information sheets;

(g) Order the cancellation after due notice and hearing of the cooperative’s certificate of 
registration for non-compliance with administrative requirements and in cases of voluntary 
dissolution;

(h) Assist cooperatives in arranging for financial and other forms of assistance under such terms 
and conditions as are calculated to strengthen their viability and autonomy;

(i) Establish extension offices as may be necessary and financially viable to implement this Act. 
Initially, there shall be extension offices in the Cities of Dagupan, Manila, Naga, Iloilo, Cebu, 
Cagayan de Oro and Davao;

(j) Impose and collect reasonable fees and charges in connection with the registration of 
cooperatives;

(k) Administer all grants and donations coursed through the Government for cooperative 
development, without prejudice to the right of cooperatives to directly receive and administer 
such grants and donations upon agreement with the grantors and donors thereof;

(1) Formulate and adopt continuing policy initiatives consultation with the cooperative sector 
through public hearing;

(m) Adopt rules and regulations for the conduct of its internal operations;

(n) Submit an annual report to the President and Congress on the state of the cooperative 
movement; and

(o) Exercise such other functions as may be ncccssary to implement the provisions of 
cooperative laws and, in the performance thereof, the Authority may summarily punish for 
direct contempt any person guilty of misconduct in the presence of the Authority which 
seriously interrupts any hearing or inquiry with a fine of not more than Five Hundred Pesos 
(P500.00) or imprisonment of not more than ten (10) days, or both. Acts constituting 
indirect contempt as defined under Rule 71 of the Rules of Court shall be punished in 
accordance with the said Rule.

SECTION 4. Governing Body. - The Authority shall be governed by a Board of Administrators 
consisting of a Chairman and six (6) members to be appointed by the President, all of whom shall be 
chosen from among the nominees of the cooperative sector with two (2) representatives each from 
Luzon, Visayas and Mindanao. They shall serve for a t^rm of six (6) years without reappointment; 
Provided, That among those first appointed, the Chairman shall serve for a term of six (6) years, three
(3) members to serve for a term of four (4) years, and the three (3) members to serve for a term of two
(2) years: Provided, further, That there shall be four (4) ex officio members, one (1) each from the : (a)
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Department of Agriculture, (b) Department of Transportation and Communications, (c) National 
Electrification and Administration, and (d) Sugar Regulatory Administration. Said representation 
status for the agencies is on a nonvoting basis and terminates one (1) year from the operation of the 
Authority, but said ex officio members shall not be holding any other board position in any government 
entity. The Chairman and members shall serve on a full-time basis. Any vacancy in the Board shall be 
filled by appointment by the President in accordance with the membership allocation set forth in this 
section: Provided, That a member so appointed shall serve only for the unexpired term.

SECTION 5. Qualifications o f  Members o f  the Governing Board. - No person shall be appointed 
Chairman or member of the Board of Administrators unless he possessed the following qualifications:

(a) A natural born Filipino citizen of legal age;

(b) A Bachelor’s Degree on Cooperatives, Economics, Finance, Agriculture, Fisheries, 
Veterinary Medicine, Business, Social Science, Law, Management, or in similar fields study 
and (5) years of experience as an official or officer of a cooperative, government agency, or 
non-government organization engaged in cooperative development or, b  the absencc of 
Bachelor’s Degree, at least ten (10) years of experience in cooperatives either as an officcr of 
a cooperative or a government agency or non-government organization engaged in 
cooperative development; and

(c) Must be a resident of the region he represents for at least five (5) years.

Any p)crson appointed as Chairman or regular member,of the Board of Administrators 
shall divest himself of any direct or indirect pecuniary interest in or dealings with 
cooperatives upon his appointment.

SECTION 6. Board o f  Administrators Meeting. - The Board of Administrators shall meet at least 
once a month for the transaction of its regular business. Special meetings may be called by the 
Chairman or majority of the members to consider specific matters. A majority vote by the entire 
Board shall be required for a decision. All meetings of the Board shall be held at the head officc in 
Metro Manila or at any other place as may be determined by the Board.

The Board of Administrators shall appoint an Executive Director who shall be the chief operating 
officer of the Authority whose compensation shall be fixed by the Board of Administrators.

SECTION 7. Organization o f  the Authority. - The Authority shall be organized within one 
hundred twenty (120) days from the effectivity of this Act.

SECTION 8. Mediation and Concilation. - Upon request of either or both parties, the Authority 
shall mediate and conciliate disputes within a cooperative or between cooperatives: Provided, That if 
no mediation or conciliation succeeds within three (3) months from request thereof, a certificate of 
non-resolution shall be issued by the commission prior to the fihng of appropriate action before the 
proper courts.
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SECTION 9. Powers to Renter Cooperatives. - The power to register cooperatives shail be 
vested solely on the Authority. The functions of the following departments and agencies relating to the 
registration of cooperatives as such are hereby transferred to the Authority;

(a) The Department of Agriculture;

(b) The Bureau of Agricultural Cooperatives Development;

(c) The Department of Transportation and Communications;

(d) The Sugar Regulatory Administration;

(e) The National Electrification Administration; and

(f) Any other pertinent government agency.

The Bureau of Agricultural Cooperatives Development created under Executive Order No. 116, 
series of 1987, is hereby abolished and its qualified employees are hereby absorbed by the Cooperative 
Development Authority in accordance with its staffing pattern, subjea to Civil Service rules and 
regulations and rules of the Office of Compensation and Position Classification: Provided, That the 
Regional Cooperative Development Assistance Offices of Region IX and XII, created under Executive 
Order No. 634, arc also hereby abolished and their employees shall be given prcfcrencc for 
employment with the Cooperative Development Authority in accordance with its staffing pattern, 
subject to Civil Service rules and regulations: Provided, finally. That those who are not absorbed shall 
be given separation pay computed at one and one fourth (1 1/4) months salary for every year of 
service. Service of six (6) months of more shall be considered as one (1) year in computing the years of 
service for severance pay and, whenever applicable, other retirement benefits under existing laws.

SECTION 10. Transfer o f  Funds and Programs. - The Cooperative Development Loan Fund 
created under Presidential Decree No. 175, as amended, is hereby transferred from the Department of 
Agriculture to the Authority.

The function of the Fund for Management Training and Assistance Program granted to the 
Department of Agriculture by Presidential Decree No. 175, as amended, is likewise hereby transferred 
to the Authority.

The fund provided for the Management Training and Assistance Program under Presidential 
Decree No. 175, as amended, is hereby converted into a fund for the development of cooperatives and 
may be used for such purpose upon the request of the cooperatives concerncd: Provided, That duly 
registered cooperatives sh ^  have the right to establish their own private training centers or federations 
for purposes of cooperative development.

In addition, the Cooperative Marketing Project as created under loan agreements which arc now 
managed by the Department of Agriculture is likewise hereby transferred to the Authority.
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SECTION 11. Cooperatives in the Education System. - The history, philosophy, principles and 
practices of cooperatives and their role as a factor in the national economy shall be disseminated both 
in formal and non-formal education.

The role of non-government organizations, not registered as cooperatives but duly registered 
under Philippine laws and engaged in cooperative promotion, organization, research and education, 
shall be recognized. The Authority may accredit such nongovernment organizations as non-academic 
training organizations. The training courses offered by them may be eligible as credits for the purposes 
of academic, professional and career advancements of their trainees. Existing training centers for 
cooperatives may qualify as non-government organizations under this Act.

State colleges and universities shall provide technical assistance and guidance to cooperatives m 
the communities wherein they operate, Uf in request.

SECTION 12. Cooperatives in the Banking Systems. - The promotion and development of 
cooperative banks as part of the Philippine banking system shall be a major concern of the Authority 
which shall undertake the necessary program towards this end in collaboration with the Central Bank 
of the Philippines and the cooperative sector concerned.

SECTION 13. Rule-Making Authority - The Authority is hereby authorized to promulgate, after 
due public hearing and upon approval of the President, such rules and regulations as may be necessary 
to implement the provisions of this Act. Such implementing rules and regulations shall take effect 
within fifteen (15) days after publication thereof in the Official Gazette or in two (2) newspapers of 
general circulation. All subsequent amendments to the implementing rules and regulations shall 
undergo the same process.

SECTION 14. Prohibition. - No organization shall be allowed to use the title "cooperative" in its 
name unless it follows all generally accepted cooperative principles, applicable cooperative laws, and is 
duly registered imder this Act: Provided, That organizations which have used the word 'cooperative" as 
part of their nomenclature but which do not qualify as cooperatives under the provisions of this Act 
shall have three (3) years within which to qualify and to register with the Authority. If at the end of the 
three-year period provided herein, the said organizations still do not qualify, it shall be unlawful for the 
organizations to continue using the word "cooperative" in their names.

SECTION 15. Information Campaign. - The Cooperative Development Authority is mandated to 
conduct a six (6) months information campaign on the provisions of this Act, beginning three (3) 
months from the effectivity of this Act.

SECTION 16. Appropriations. - The funds needed to carry out the provisions of this Act shall be 
charged to the appropriations of the Bureau of Agricultural Cooperatives Development and the 
Regional Cooperative Development Assistance Offices of Regions IX and XII under the current 
General Appropriations Act in addition to the appropriations of other departments/agencies/funds 
whose functions/programs are transferred to the Authority: Prodded, That in its initial year of 
operations, an additional amount of not exceeding Sixty Million pesos (F60,000,000.00) may be
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requested and drawn by the Authority from the Contingent Fund of the President. Thereafter, such 
sums as may be necessary for its continued implementation shall be included in the annual General 
Appropriations Act.

SECTION 17. Transitory Provisions. - All cooperatives registered under Presidential Decree 
Nos. 175 and 775, and Executive Order No. 398 shall be deemed registered with the Cooperative 
Development Authority; Provided, however, That they shall submit to the nearest Cooperative 
Development Authority office their certificates of registration, copies of their articles of incorporaiion 
and by-laws, and their latest duly audited financial statements within one (1) year from effectivity of 
this Act, otherwise, their registration shall be canccllcd; Provided, further. That cooperatives created 
under Presidential Decree No. 269, as amended by Presidential Decree No. 1645, shall be given ihree
(3) years within which to qualify and register with the Authority. Provided, finally, That after these 
cooperatives shall have qualified and registered, the provisions of Section 3 and 5 of Presidential 
Decree No. 1645 shall no longer be applicable to the said cooperatives.

SECTION 18. Repeals. - All acts, general orders, executive orders, letters of implemeniaiion, 
letters of^nstruction, regulations or circulars, or parts thereof, inconsistent with any of the provisions of 
this Act arc hereby repealed or modified accordingly. In ca.sc of doubt, the same shall be resolved in 
favor of the cooperatives.

SECTION 19. Separability. - If for any case any pari of this Act is declared unconstitutional the 
rest of the provisions .shall remain in force and effect.

SECTION 20. Effcctivity. - This Act shall take cffcct fifteen (15) days after its publication in the 
Official Gazette or in any newspaper of general circulation.

Approved,

(SGD.) JOVITO R. SALONGA (SGD.) RAMON V. MITRA
President o f  the Senate Speaker o f  the House

o f  Representatives

This Act which is a consolidation of House Bill No. 10787 and Senate Bill No. 485 was finsl’y 
passed by the House of Representatives and the Senate on February 22, 1990 and March 2, 
respectively.
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(SGD.) EDWIN P. ACOBA (SGD.) QUIRINO D. ABAD SANTOS, JR.
Secretary o f  the Senate Secretary o f  the House

Representatives

Approved: March 10, 1990

(SGD.) CORAZON C. AQUINO
President o f  the Philippines
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R e g io n a l O f f ic e  lo r  
A s ia  & th e  P a c if ic

Sixth JTC/71-92 25th October 1991

SIXTH ICA JAPAN TRAINING COURSE ON 
STRENGTHENING MANAGEMENT OF AGRICULTURAL 
COOPERATIVES IN ASIA,
OCTOBER 21, 1991 r MAY 10, 1992

Paints for Group Discussion - 25.10.91 
Phi 1ippines

1. What are the characteristics of the Philipina 
agricultural cooperative movement?

2. What are the positive and negative factors you have 
identified in respect of effective 
services to members?

3. What are your suggestions for improving the organisational 
set up and functions of the cooperatives in Philippines?

GROUP LEADERS TO REPORT ON TRANSPARANCIES USING THE OVERHEAD 
PROJECTOR.



Sixth ICA Training Course For
Strengthening Management of

Agricultural Cooperatives in Asia
IND IA  TH AILAND JAPAN PEOPLES REPUBLIC OF CHINA

OCTOBER 21, 1991 - MAY, 10 1992
8

A COUNTRY REPORT ON

A CRITICAL EXAMIN\TION OF AGRICULTURAL 
COOPERATIVES THEIR ORGANISATIONAL 
STRUCTURE, MANAGEMENT PRACTICES
AND PROBLEMS IN SRI LANKA 

PREPARED Br. ANANDA WALISINGHE
SRI LANKA

SRI LANKA COOPERATIVE MARKETING
FEDERATION
127 GRAND PASS ROAD 

COLOMBO .  14
SRI LANKA



A COUNTRY REPOPT ON 

A CniTICyxL EXAMINATION OF AGRT.CULTUR/iL CX?-OPERATIVES- THEIR 

ORGANIZATIONAL STRUCTURE, MANAGEMENT PRACTICES AND PROBLEMS

IN SRI LANKA

SIXTH ICA/JAPAN T ra in in g  Course f o r  Strenthening Management o f  

A g r ic u l t u r a l  C o -opera t ive  in  A s ia  -  1991-92 India/Thailand/

Japan / P e o p le 's  Republic o f  China, October 21 , 1991 to  May 10,

1992.

INTRODUCTION

S r i  Lanka, i s  an Is la n d  s itua ted  between la t i t u d e  7 and 9 in  the  

t r o p ic  covering  an area  o f  65836 sq-km* The mountainous a rea  r i s e s  in  

the South Centra l Region i t s  h ighest  peak 2>484 metres i s  surrounded on • 

a l l  s id e s  by co a s ta l  p l a in s .  Thie mean temperatures are  high on the  

c o a s ta l  reg ion s  tang ing  8O-85 F* In the h i l l s  they f a l l  at a steady r a t e  

o f  one degree  F» p e r  each 100 m in  e leva t ion *

CLIMATE

The Is lan d  i s  commonly d iv ided  in to  th ree  r a i n f a l l  Zones* 1525-2285 mm 

and Dry Zone 1525 mm le s s *  There are con s id e rab le  v a r ia t io n s  in r a i n f a l l  . 

seasonal p a t te rn s  vdth reg ions* The 75 percent expectancy va lu e  o f  annual 

r a i n f a l l  ranges from 5OO mm to  3175 u n - r e l i a b l e  r ? i n f a l l  and frequent  

dry  s p e l l s ,  however are 3 fe a tu re  o f  the e n t ire  Dry Zone from January  

through September and in  the IntermecBiate Zone Lo.. Country from June to  

September* Converse ly  poor d ra inage  and frequent f lo o d in g  are  f e a tu re s  

o f  the Wet Zone Low Country. Loca l ized  f l a s h  f lo o d  at l e a s t  to  some extent  

made severe  by d e fo re s ta t io n  o f  up steam catchments, occur f r e q u e n t ly ,  even 

in  the Dry Zone in  October and November*

Mean a i r  temperatures range from 15‘ 5°C. to  28 °C . G en era l ly  Temperature 

i s  not a l im it in g  f a c t o r  to  p lan t  growth i s  S r i  LsJiks, except at h ighest  

e le v a t io n s  ( 2000-2500 mm ) where f r o s t  may occur*

LAND FROM AND ELEVATIONS-

Land form v a r ie s  from mountainous , s tee p ly  d issec ted  h i l l s  to  r o l l i n g  

undu lating  and f l a t *  "Up Country", "Mid Gotmtry" and "Low Country" are



cotnmn-ly used terms in  S r i  Lanka to  d e sc r ib e  e le v a t io n s .  They mean up country  

900 m above sea  l e v e l  or h igher, Mid Country 300-900 m and Low Country O-3OO m-

SOILS.

There are  17 major s o i l  groups and a s so c ia t io n s .  S o i l s  o f  S r i  Lanka pose many 

problems to  p lan t growth* Major s o i l  group with the fewest problems a re  the  

Red -  Yellow  P odso lic  S o i l s .  In the heart o f  the wet zone which support the  

bulk o f  the Tea, Rubber and Coconut p la n ta t io n s  and most o f  the p roductive  home 

gardens and the low humic c le y  s o i l s  in  the Dry and Interm ediate  Zone which 

support the m a jo r ity  o f  paddy f i e l d s  in  those  zones f o r  v a r io u s  reasons, the  

other major s o i l  groups in  the d ry  zone are a l l  under u t i l i z e d  f o r  a g r i c u l t u r a l  

crop ing  at p re sen t .  The raddish  brown earth  i s  the  s in g le  s o i l  group occuping  

the l a r g e s t  area in  S r i  Lanka* I t  has a lovj water ho ld ing  capac ity  and i t s  

m oisture range when i t  i s  s u i t a b le  f o r  p lough ing . Using Animal Power i s  vef 

ve ry  narrow* I t  lo s e s  water and hardens qu ick ly  a f t e r  each ra in *  Th is  s o i l  

c h a ra c to r iS t ic ,  made worse by frequent d ry  s p e l l s  i s  9 major con stra in st  to  

Dry Zone A g r ic u l t u r a l  Development* The n o n -c a lc ic  Brown S o i l s  on th e  East Cost 

have very  low n a tu ra l  f e r t i l i t y .  The Red-Yellow la t o  s o i l  in  the nothern t ip  o f  

the Is lan d  , where groun^ water i s  c lo se  to the su r face  and can be e a s i l y  tapped

are in te n s iv e ly  c u lt iv a te d  with h igh -va lue  crops. Those at the base  o f  the

Jaffna* Pen insu la  Are very much u n d e r -u t i l iz e d  due t o  the g rea t  depth and 

excess ive  p e rm ea b i l i ty  o f  the s o i l *  In those areas su r face  ponds* Cannot be 

b u i l t  and ground waters i s  beyond reach* There are a ls o  some bog s o i l  in  the  

Wet Zone* S a l in e  and A lk a l in e  s o i l s  ( Solonchaks and So lod ised  Solod ised

So lonets groups ) a long the C oasta l  b e l t  o f  the I s la n d .

FCPIILATION^

S r i  Lanka had an Estimated Popu lation  o f  17*5 m i l l io n  in  1990* About th ree  

quarte rs  o f  the popu lation  l i v e  in  the Wet Zone in  the South West • >

quadrant ( about 23 percent o f  the land a rea )  There are  the popu lat ion  d en s ity  

reaches 1200-2800 persons pe r  sq*km* Density  in  the Dry Zone ( 64 percent o f  

the land a re a )  i s  about 30-50 persons per  sq.km* w h ile  the n a t io n a l  average i s  

253 persons p e r  sq*km* Urban Popu lation  i s  21.1 percent and ru ra l78  .9 percent  

( 1985)  Male Population  i s  51 percent and Female 49 percent ( 1988)

Age Break dovTi o f  popu lation  ( 1986)

Under 15 years  -  35*3 %
15 -  24 years -  21.0  %
25 -  44 years -  26*5 %
45 -  59 yea rs  -  10*6 %
60 -  69 years -  4*0 ^

70 and over -  2-6 %
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Ethnic Composition -  S inhalese  -  74*0 ^

Tamil -  l8^2 %
M oor(Sr i Lanks.)- 7 '1  %
Others -  0-7 %

R e lig iou s  -  Buddhist -  69*3 %
Hindu -  15 .5  fo
Muslim -  7'^  fo
C h r is t ian  -  7*5

Others -  0 -1  ^

B i r th . r a t e  per  1000 popu la t ion  20-7

Death ra te  per  1000 popu lat ion  5*8

N atu ra l  Increase  "• 1>73 ^

L i f e  expectancy at b i r t h  male 68*3 y «a r s ,  female 71*5 years  

L ite ra cy  population  over 15 years o f  age 86*1 fo 
Male L i t e r a t e  90*8 fo and Female 8 l *2  %

ECONOMIC AND DEVELOPMENT INDICATOPS-

Average per  c ap ita  G*D*P ( 1989) was US $ 420/ annum o f  the government budget 

6« 1 -  ^  ( 1987)  i s  f o r  hea lth , 8« 1 f o r  education* 10«4 f o r  s o c ia l  s e c u r ity  

and economic s e rv ic e s ,  i l * 4  f  about h a l f  o f  the popu lat ion  , l i v e s  below  the  

poverty  l i n e ,  sone 1*5 m i l l io n  f a m i l ie s  or  about 7 m i l l io n  peop le  re ce iv e  

Government A ss is tance  through the is su e  o f  foods stamps to the va lue  o f  Rs 300-350 

family/month ( 1988)*

Exchange Rate 1 US $ = Appro- Rs 42* 15

THE AGRICULTURAL SECTOR.

The A g r ic u l t u r a l  Sector p la y s  a major r o le  in  the economy as the major con tr ib u to r  

to  the g ross  Domestic Product. I t s  percentage share i s  24*4 in  1990* I t  has a 

s i g n i f ic a n t  impact on the other sector  o f  the Economy* In  current p r ic e s  

a g r i c u l t u r a l  va lue  added, grew by 11*2 percent in 1990 from 1989* The T ota l Value  

added in  constant p r i c e s  in  ( 1990 was Rs 10527 m i l l io n s ) *  Share o f  the a g r i c u l t u r a l  

export 34*6 percent in 1990*

Faddy i s  the predominant crop grown in  S r i  Lanka* I t s  c on tr ibu t ion  to AGDP and 

employement occupy a major share. Next to  paddy the whole group og ve ge ta b le s ,  

other f i e l d  crops and f r u i t s  become second important* Excepting a minor extent  

a l l  these  crops are  grown on a non -subsistance  type o f  farming* Use o f  f e r t i l i z e r ,  

high v e i ld in g  v a r i e t i e s  o f  weed contro l*  pest con tro l  are commonly p ra c t is e d  by  

farm ers in growing paddy and other annual crops*



-  -

Tea, Rubber, Coconut , Spice and beverage  crops are  mainly grow in  the Wet-Zone* 

Where as most o f  the paddy and other f i e l d  crops a re  grown in  the Dry Zone*

CO-OPERATIVE MOVEMENT IN SRI LANKA-

Co-operatiTe  movement in S r i  Lanka was s ta t ted  during  the e a r ly  pe r iod  o f  the  

20 th century* With the s t a r t  o f  the C o -opera t ive  C redit  S o c ie t ie s  in  e a r ly  

1920 s f o r  the purpose o f  anieleorating the lo t  o f  the indeb tedn iss  o f  the r u r a l  

poor masses the c o -o p e ra t iv e  movement came in  to  be ing . There a f t e r  in  1940 s 

the c o -o p e ra t iv e  consumer movement was stiu 'ted* In mid 1940 s the f i r s t  c o -o p e ra t iv e  

A g r ic u l t u r a l  Soc ie ty  was formed at Keppetipo la  in  Badu lla  D i s t r i c t •?

This Soc ie ty  was formed f o r  the purpose o f  improving the economy o f  the vege tab le  

farmer in  that  area* The o b je c t iv e s  o f  the so c ie ty  was to  a s s i s t  the farmer*

1* In supply ing  b e t te r .s e e d  m ate r ia ls *

2* Supplying manure.

3 . Supplying insectitides*

These are by way o f supply ing  b e t te r  p la n t in g  m ate r ia l  and imputs* Farmer 

education a ls o  was c a r r ie d  out and b e t te r  farm ing methods and techniques were 

tought to  the farmer besides*

Th is  s o c ie ty  a ls o  undertook the marketing o f  fairmer products so th a t  the farmer  

was given  the best  p o s s ib le  p r ic e *  Marketing f a c i l i t i e s  were s t a r t e d  in  Colombo 

which i s  the c a p i t a l  o f  S r i  Lanka and a lso  in  Kandy which i s  the second l a r g e s t  

c i t y  in  the Is land*

With the cmergance o f  the c o lon iza t io n  scheme in  North Centra l Province and 

Mahiyangana in  Kandy D is t r i c t  a need arose f o r  the formation o f  A g r ic u l t u r a l  

C o-opera t ive s  in  d e a l in g  with r i c e  production* Thus the C o -o p e ra t iv e  A g r ic u l t u r a l  

Production and S a le s  S o c ie t ie s  were formed in  l a t e  1940 s« They were a lso  short  

l i t l e d  CAP & S S o c ie t ie s *  Later  these s o c i e t i e s  were formed r ig h t  throughout  

r i c e  producing areas* Besides r i c e  production  these  farm ers a ls o  produce c h i l l i e s ,  

v e ge ta b le s ,  c e r e a ls  and f r u i t s .

In mid 1950 s the Consumer S o c ie t ie s  and A g r ic u l t u r a l  S o c ie t ie s  were amalgamated 

and v i l l a g e  l e v e l  M ultipurpose  C o -opera t ive  S o c ie t ie s  were formed so that members 

consumer needs and a g r i c u l t u r a l  needs were looked in to  by one in s t i t u t io n  in stead  

o f  many.

As the production o f  members increased  e s p e c ia l ly  in  v e ge ta b le s ,  c e r e a ls ,  c h i l l i e s ,  

markets had to  be organ ised  f o r  the d isp o sa l  o f  these  products* Rice Production  

was f o r  the most p a r t  btought by the s ta te *  Thus the need f o r  a b ig g e r  o rgan isa t ion  

to  handle t h i s  su rp lus  o f  v e ge ta b le s ,  c e r e a ls  and f r u i t s  was f e l t .



Hence the ve la g e  l e v e l  M*P*C*S« S o c ie t ie s  got to -g e th e r  and formed themselves  

in to  unions which are secondary s o c i e t i e s  and mostly they handled consumer s o c i e t i e s  

union was formed and they supp lied  the consumer needs o f  the so c ie t ie s *  

Sim ultaneously  The Nothern D i s t r i c t  A g r ic u l t u r a l  C o -opera t ive  S o c ie t ie s  Union 

was formed to  c a te r  to  the needs o f  the Nothem D i s t r i c t  A g r ic u l t u r a l  S o c ie t ie s  and 

A l l  Ceylon A g r ic u l t u r a l  Producers C o -opera t ive  S o c ie t ie s  Union was a lso  formed which 

become the Apex f o r  A g r ic u l t u r a l  Production and Sa les  S o c ie t ie s  In l a t e  196O s the  

A g r ic u l tu r a l  Apex Union was l iq u id a te d  and i t s  func t ions  were taken over by A l l  

Ceylon Consumer C o -opera t ive  S o c ie t ie s  Union* In e a r ly  1970 s the Nothern D i s t r i c t  

A g r ic u l t u r a l  C o -opera t ive  Union and the A l l  Ceylon Consumer C o -o p e ra t iv e  Union were 

amalgamated and formed the present S r i  Lanka C o -opera t ive  Marketing Federation  L t d » , 

MARKFED f o r  short*

Th is  Organ isation  i s  the Apex Organ isation  o f  the I s l a n d 's  C o -opera t ive  A g r ic u l t u r a l  

a c t i v i t i e s *  This O rgan isation  i s  p re se n t ly  engaged in  ,

I , promotion o f  member education*

2* Promotion o f  b e t t e r  t r a in in g  methods.

3* P rov id ing  marketing f a c i l i t i e s  f o r  the member a g r i c u l t u r a l  produce*

4* P rov id ing  farm imputs*

5* Promotion o f  exportation  o f  farmer produce*

2* Apart from these  secondary s o c i e t i e s ,  o ther A g r ic u l tu r a l  C o -opera t ive  S o c ie t ie s  

such as Rubber S o c ie t ie s ,  Coconut S o c ie t ie s ,  Tea S o c ie t ie s  were a ls o  formed 

to  promote the re sp e c t iv e  produce* Milk producing s o c i e t i e s  were a ls o  organised  

to  g iv e  a h e lp in g  hand to  the small time milk producers* A secondary so c ie ty  i s  

be ing  organised  f o r  r e g is te n t io n  at present*

The fo l lo w in g  t a b le  w i l l  show the No* o f  A g r ic u l t u r a l  C o -o p era t iv e s  (except milk 

producing s o c i e t i e s )  and members o f  each type in  1989*

( 1 ) AGRICULTURAL SOCIETIES (EXaUHilNG MILK PRODUCERS SOCIETIES) -  1989

SOCIETIES NUMBER MEMBER

Multipurpose '286 2393700

Tea 09 2725
Coconut 11 5893
Rubber 63 2190

Other A g r ic u l tu r a lS  122 1828O

T ota l

-  05 -

491 2422788
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TRADIN INDICES ; AGRICULTURAL SOCIETIES 1989

ITEM UNIT

01• Rubber Purchase  

02* Rubber Co-op*0111011 L td * ,

2 :1  Sheet Rubber Sa les  

2:1 Sheet Rubber Value RsiMi*

2:1 Other Product Sa les  Rs MI

03* Coconut Produce S o c ie t ie s

3 :1  Coconut O i l  Kg*

3 :2  Decicated Coconut kg*

04.* Coconut Produce Co-op*Union
L td * ,

4 ;1  Coconut o i l  S a les

i *  Quantity kg*

l i *  Value Rs MI

4 :2  Soap Sa les  Value Rs.Mi

05* Markfed. Vegetab les ,  Flruits 
and C erea ls

5 :1  Turnover Rs*MI

5 :2  Bete l Exportation Rs*MI

1989

K* grains 657500

892400
15-2
0»7

5480000
5537000

390100

7 .4

2*4

170900

37000

(3 )

MILK PRODUCTION

09* Ciird i-Post  

10* Yoghurt Cups

ITEM UNIT NUMBER 1989

01* T ota l  C a t t le  and B u ffa lo e s  
Population

Nos* 2751000

02* Production o f  Milk L t ,  MI* 238*00

03- N*M*B*/l'^?-co C o l le c t io n  • Lt* ML 61.00

04* N -M -B '/M ilco C o l le c t io n  as a 

io o f  Tota l

% 25*06

05* M ilco  C o l le c t io n  by Co-op*Soci* Lt* ML 34-3

06* Co-op* S o c ie t ie s  C o l lec t io n  as 
io o f  N-M-B* C o llec t ion *

$ 52. 2-

07* Number o f  S o c ie t ie s 226

08* Membership 45366
232600

2098400
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The V i l l a g e  Leve l M*P-C-S« S o c ie t ie s  are handling  the consumer needs 

o f  the members as w e l l  as promotion o f  A g r ic u l t u r a l  A c t i v i t i e s  o f  the . 

members* These S o c ie t ie s  p rov ide  the members with  seed m a te r ia ls  , 

manure and other inputs . They a lso  p rov ide  c r e d it  f a c i l i t e s  f o r  the  

member ship and a lso  conduct educationa l programmes« These s o c i e t i e s  

c o l l e c t  the member products and o rgan ize  s a le s  e i th e r  in  the area  o f  

operation  or  through the Apex O rgan ization  which i s  the S r i  Lanka Co

o p e ra t iv e  Marketing Federation* The S tructu re  o f  the Primary Soc ie ty  

which i s  the M ultipurpose C o -opera t ive  Society . (Attached as Annex l )

S tructure  o f  the A g r ic u l tu r a l  Apex C o -opera t ive  O rgan ization*

(Attached as Annex 02)

A* The above prim ary s o c i e t i e s ’ and the Apex O rgan ization  prepare  amuaL 

budgets f o r  t h e i r  re sp ec t iv e  o rgan izat ion s*  These budgets are p re 

pared in  con juction  with N at iona l A g r ic u l tn r a l  Programme, so that  

they share in  the N at iona l Development Programme* In drawing up 

these programmes the S o c ie t ie s  get the adv ise  o f  v a r io u s  government 

Agencies l i k e  the Department o f  A g r ic u ltu r e ,  the Department o f  Co

op e ra t ive  Development, The M in is t ry  o f  Trade and Commerce, e t c * .

The budgets are  approved by the genera l body and the  r e s u l t s  are  

monitored monthly at the meeting o f  the Board o f  D ir e c to r s *F a i lu r e s  ^re 

discussed  and necessary  action  taken to  co rrec t  them*

5- PROJECT APPROCH

A programme o f  Mahaweli C o -o p e ra t iv e  S o c ie t ie s  i s  be ing  launched  

in  the Kalawewa D iv is io n  o f  the Mahaweli Development Area J^onsered  

by the Mahaweli Economic Agency with a ss is tan ce  o f  the Swedish Co

op e ra t iv e  Centre and the Department o f  the C o -opera t ive  Development* 

There are 13 S o c ie t ie s  formed.under t h i s  programme and i t  i s  l im ited  

at present to  t h i s  number s ince  t h i s  i s  a p i l o t  p ro je c t *

A l l  these S o c ie t ie s  have been appointed as agents f o r  the F e r t i l i z e r  

Corporation* The S o c ie t ie s  supply the members with  f e r t i l i z e r  under 

c red it  f a c i l i t i e s  and on case payments* These S o c ie t ie s  are  a ls o  

ftinction as dealers,l.J i Chemicals o f  Petrolium  Corporation  and a lso  

as agents o f  reputed In s t i t u t io n s  d ea l in g  in  Agro Chemicals* Hence 

these  S o c ie t ie s  are in  a p o s it io n  to  supply the farm er needs o f  Agr

i c u l t u r a l  imputs in  time*

.........................9-



The membership o f  these  s o c i e t i e s  has r is e n  from I I 69 in  1989 to  

2673 in  i990. Although th ere  i s  a growing demand f o r  the membershp 

the scheme does not intend to expaned membership because i t  cannot 

f u l f i l l  a l l  the demands o f  the new membership at p resent .

The a c t i v i t i e s  o f  these  s o c i e t i e s  are c lo s e ly  monitored by the De

partment o f  C o -opera t ive  S o c ie t i s  and a ls o  by the Mahaweli Economic 

Agency*

A sum o f  Rs» 1*5 m i l l io n  has been granted to  these  s o c i e t i e s  to  pro

cure lands  and a g r i c u l t u r a l  imputs fcrMaha C u lt iv a t io n  under t h i s  

p r o j e c t •

During the f i r s t ‘ year the A g r ic u l t u r a l  Produce Purchased by the  

s o c i e t i e s  from members a re  ’shown b e lo w

COMMDITY QUANTITY KG- VALUE (MILLION)

C h i l l i e s  60395 3 - H

Paddy ' 484751 2-42

Cowpea, Green Gram,MaizeN_ 0,134

and Bli-ck Gram* )

T ra in in g  Programmes are be ing  conducted r e g u la r ly  f o r  the members o f  

C o-opera t ive  s o c i e t i e s  to  improve the knowledge o f  C o -opera t ive  So

c i e t i e s -  A s p e c ia l  programme has been launched f o r  the p a r t i c ip a t io n  

o f  women as w e l l -  P lanning o f  A g r ic u l t u r a l  a c t i v i t i e s  arid marketing  

arid p re sen t in g  problems fa c in g  the C o -opera t ive s  to  the p ro je c t  s t a f f  

the Mahaweli Development Board i s  be ing  done by a committee formed 

by the re p re sen ta t iv e s  o f  the 13 s o c i e t i e s -  A secondary Soc ie ty  O rgan i  

zed by the p a r t ic ip a t io n  o f  these  13 s o c i e t i e s  have been r e g is t e r e d  

by the Department o f  C o -opera t ive  Development-

S o c ie t ie s

I t  i s  a ls o  proposed to extend t h is  type o f  C o -opera t ive/  in  the Maha

w e li  system ' C  and to  f o l lo w  su it  in  the other areas  o f  the Mahaweli 

P ro je c t .

- ,0 8  -



CHALLANGES-

■ _  o 9 -

The fo l lo w in g  are the cha llan ges  the C o -opera t ive  O rgan isat ions  have to  face  

which are  invo lved  in  the a g r i c u l t u r a l  sector*

1« Lack o f  knowledge fo  o f  the r u r a l  farmer to  monitor Production in  r e la t i o n

to  consumer demand in  respect o f  v a r i e t y  and ijuantity*

2* The re luctance  o f  the farmer to  grade  t h e i r  produce and t h e i r  lack  o f  the

knowledge o f  the fa c t  that graded produce fe tc h  b e t te r  p r ic e *

3* Lack o f  knowledge o f  the farmer and the agent s o c i e t i e s  i s  b e t t e r  packing

methods o f  avoid damage to  a g r i c u l t u r a l  produce*

4* Lack o f  organised  d i s t r ib u t io n  system by way o f  t ran spo rt  to  avoid wastage

by way o f  p e r ish in g  due to  delay*

5* Very low p r ic e s  and wastages been are r e s u l t  due to  over supp ly  o f

s g r i c u l t u r a l  produce during  the season*

6* ' Lack o f  co ld  rooms f a c i l i t i e s  to stock and s to re  during  the season which 

could be used to  during  the o f f  season*

7* Lack o f  knowledge and f a c i l i t i e s  in  p roce ss in g  to  keep fior a lon ger  period*

SOLUTIONS AND PLANNING-

1-

1* Farmeis memLfcr education

To study the demand p a t te rn s  o f  tht consumer with regard  to  v a r i e t i e s ,  

quantity , c u a l i t y  and p r ice *

To o rgan ize  member educstions c la s s e s  and demonstrations at the V i l l a g e  

l e v e l  with the a ss is tan ce  o f  Government g r i c u l t u r a l  o f f i c e r s  and 

member so c ie t ie s *^

2* To educate the member in  rega rd in g  according to  get i_t:ndards and

s p e c i f ic a t io n s  and advantages o f  gr  d ing  f o r  a b e t t e r 'p r i c e s  by way o f  

conducting workshop at v i l l a g e  l e v e l *

3* To educate the member in peeking b e t t e r  methods by way o f  conducting

workshop at v i l l a g e  1 ve l*

4* To make arrangement f o r  an e f f i c i e n t  and cuick d is t r ib u t io n  o f  h igh ly

p e r ish  b le  items by way o f  co -o rd ina t in n  with other C o -opera t ive  

O rgan ization  in  d i f f e r e n t  d i s t r i c t *



5* ProA’id e  o f  Cold Rooms SLc il it ie s  in  areas o f  Production f o r

sto rage  purposes*

6 * To in s t  11 machinery and p lan ts  f o r  p rocess ing  o f  produce

such as dehydr;. te  and canning.

7* To exp lo re  fo r c in g  matket f o r  a g r i c u l t u r a l  produce l ik e

vege ta b le s ,  f r u i t s  and others*

8 « A major problem vhich face  to  the C o -opera t ive  movement in

S r i  Lanka today i s  t o  r i s e  necessary  funds to  implement the  

above p lan* I t  i s  proposed that  we get the a s s is ta n c e  o f  

government, Nation 1 C o -opera t ive  Organi.sation l ik e  National  

C o-opera t ive  Council and In te rn a t io n a l  C o -opern tive  O igan isa t ion s  

to  c o l l e c t  necessary  funds to  f in an ce  the above p lans*

In o rde r  to  help the C o -opera t ive  Movement in the e x e rc is e  o f  

so lv in g  problems and the ch a l lan ges  re fe red  above in the  

C o-opera t ive  O rgan izations in  S r i  Lanka a c lo s e r  understanding and 

C o -o rd inat ion  between the In te rn a t io n a l  Co-oper t i v e  O rgan izations  

would be a treraen dons help*

-lOl -
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OBJECTIVES , ACTIVITIES , PROBLEMS , AND SOLUTIONS TO THE PROBLEMS 

OF SRI LANKA CO-OPERATIVE MARKETING FEDERATION OF SRI LANKA

OBJECTIVES:

The t\,o main o b je c t iv e  o f  S r i  Laiika C o -o p era tive  M arketing Federation

o f S r i  Lanka, in  b r i e f  are as fo llo w s -

l ) «  To a s s i s t  and help  the farm ers at g ra s s  root le v e l  to  improve

th e ir  c u lt iv a t io n  in  q u a lity  and qu an tity  to  su it  the demand in  the

Market.

H ) «  To a s s i s t  and help  the farm er to  market t h e i r  Produce at the best  

p o s s ib le  p r ic e ,

Farmers in  S r i  Lanka can be id e n t i f ie d  in  two main groups namely*

I ) «  Farmers engaged in  the c u lt iv a t io n  o f  f r u i t s  and v e g e ta b le s  which

are p e r ish a b le s  and g en era ly  grown in  the  up country wet zone area

and

H ) *  Farmers engaged in  the c u lt iv a t io n  o f  g ra in s ,  c e r i a l s  and c h i l l i e s  

etc« which are  non p e r is h a b le s  that cou ld  be stroed  and kept f o r  a 

lo n ge r period *

PRESENT ACTIVITIES THROUGH MEMBER SOCIETIES- 
<__________________________________________:............... .........
The farm ers are  members o f e ith e r  prim ary a g r ic u lt u r a l  C o -o p era tiv e  S o c ie t ie s  

o r M u lti Purpose C o -o p era tiv e  S o c ie t ie s  which in tu rn  a re  members o f  the  

Federation  • The O b jec tiv e  1 i s  achived through these  member s o c ie t ie s *

The Federation  does not get d i r e c t ly  in vo lved  in  th is  e x e rc ise *  The 

a ss istan ce  to  member fa rm ers , in  the farm o f  a g r ic u lt u r a l  im puts, loan s  

and education  are  p rov ided  by the prim ary s o c ie t ie s *  The im portance pa id  

to  education  i s  ra th e r  inadeouate* The agro  imputs p rov ided  by th ese  prim ary  

s o c ie t ie s  in c lu d e  a g r ic u ltu ra l  implements, seed m a te r ia l,  f e r t i l i z e r  and 

agrochem icals* Agro Chemicals covers a la r g e  range o f  in s e c t ic id e s ,  

fu n g ic id e s  and w eed ic ides* There are  270 such M u lti Purpose C o -o p era tive  

S o c ie t ie s  and 60 A g r ic u ltu r a l  S o c ie t ie s  s c a lte re d  throuthout th e  Is lan d *

In the f i e l d  o f  farm er education  department o f  a g r ic u ltu re  p la y s  an 

im portant p a r t . ' I t  has a f a i r l y  good number o f  t e c h n ic a lly  t ra in e d  f i e l d  

s t a f f ,  who su perv ise  and advice the  farm ers at the g ra s s  root le v e l*

T h is s e rv ic e  i s  a ls o  ra th e r  lim ite d  to  s e le c t io n  o f  improved v a r ie t ie s ,  

p lan t deceases damage by in se c ts  and use o f  agro chem icals*



PRESENT ACTIVITIES OF THE FEDERATION.

Presen t a c t i v i t i e s  o f  the Federation  are as fo l lo w s :

1* C o lle c t in g  and m arketing o f  f r u i t s  and v ege tab le s*

11. C o lle c t in g , s to r in g  and m arketing o f  non p e r ish a b le s  a g r ic u lt u r a l  produce  

such as g ra in s ,  c e r i a l s ,  c h i l l i e s  e tc . 

i l l * C o l l e c t in g  and expo rtin g  o f  non t r a d i t io n a l  export crops*

1V« C o lle c t in g  and expo rtin g  o f  B e te l.

COLLECTING AND PURCHASING AGENTS- 
-- -------  — ------ ■ »

I .  M u lti Purpose C o -op era tive  S o c ie t ie s i

I I .  Prim ary A g r ic u ltu r a l  S o c ie t ie s *

H l.Perm enent C o lle c t in g  C ettre s  m aintained by the Federation  •

IV. Seasonal C o lle c t in g  C entres o f  the Federation .

V* C o lle c t in g  Centres sponsered by Government.

v i*  In d iv id u a ls  -  Janasavi Awarders ( Poorest c la s s  o f  fa rm ers , via are  

a s s is te d  by the government under a s p e c ia l scheme c a l le d  Janasaviya  

Programme.)

MARKETING AGENTS-

-  0 2  -

i .  M u lti Purpose C o -op era tive  S o c ie t ie s *  

i i *  F ed e ra t io n 's  Whole S a le  S to res-  

i i i *  F e d e ra t io n 's  R e ta il O u tle ts , 

iv *  F e d e ra t io n 's  S p e c ia l Order Unit*

V .  F e d e ra t io n 's  Export Departments.

The A g r ic u ltu r a l  Produce c o lle c te d  by one M u lti Purpose C o -o p era tiv e  Spc iety  

i s  so ld  to  another M u lti Purpose C o -o p era tive  Soc ie ty  i s  a non producing a res .

PRESENT STRUCTURE AND ORGANIZATIONAL CHART*

M u lti Purpose C o -o p era tiv e  S o c ie t ie s  and the A g r ic u ltu r a l  C o -o p era tive  S o c ie t ie s  

are  the members o f the S r i Lanka C o -o p era tiv e  M arketing Federation  Ltd* I t  

has i t s  by -law s  adopted by the General Body and approved by the Commissioner 

o f C o -o p era tiv e  Development. These member s o c ie t ie s  have con tribu ted  to  the  

share c a p ita l  o f  the fed e ra t io n  by purOHa^ing Rs lOOO/- shares* These member 

s o c ie t ie s  farm the General Body* One re p re sen ta t iv e  from each member so c ie ty  

meets at the G eneral M eeting, at which a member i s  e le c ted  from each Copoperative  

A ss is ta n t  Com m issioner's D iv is io n . There are  27 such d iv is io n s  in  the Is la n d .



Only the re p re s e n ta t iv e s  o f  the p e r t ic u la r  d iv is io n  can vote at the  

e le c t io n  o f  the p e r t ic u la r  d iv is io n a l  member. These 27 d iv is io n a l  

members from the C en tra l Committee* Members o f  the C en tra l Committee 

e le c t s  the Board o f  D ire c to rs  not exceeding f i v e  members in c lu d in g  the  

Commissioner o f  C o -op era tive  Dsv%l"opment has the power to  nominate 

not exceeding 4 members to  the Board o f  D ire c to rs  and even nominate 

are o f  h i -  nominees as  the Chairman.
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STAFF AND ORGANIZATION CHART

The T b ta l Number o f  s t a f f  i s  286. They could be c la s s i f i e d  as fo l lo w s ;

Management 15
Superv isory  48
C ^eaationa l (permenent)203  

(C a su a l) 20

The management are the General Manager and the Heads o f  Departments and the  

re s t  can be c a l le d  M iddle aaid Lower Management S t a f f .

ORGANIZATION CHART



0



PRESENT SITUATION AND PROBLEMS-

(1 )*  Under the  presen t s itu a t io n  the percentage  o f A g r ic u ltu r a l  Maketing  

handled by the C o -op era tive  se c to r  in  v e ry  low*

l/ l *  Farmers are  ra th e r  re lu c tan t  to  market t h e i r  produce

through C o -o p era tiv e  O rgan ization*

i/2 . The l in k  between the farm er and the v i l l a g e  le v e l

C o -o p era tiv e  O rgan ization  i s  ve ry  much poor than that 

o f the p r iv a te  sec to r c o l le c to r *

1/3* The p roducers adopted by the C o -o p e ra tiv e s  in  g ran tin g

assistan ce/  are long  and complex and not sim ple and quick  

l ik e  in  the case o f  p r iv a te  in d iv n v id u a ls  buyers who do 

re g u la r  buying.

i/4* C o -op era tive  O rgan isation s grant f in a n c ia l  a ss is ta n c e  fo r

s p e c i f ic  purposes, which are  d i r e c t ly  connected w ith  

prroduction , where as the  p r iv a te  in d iv id u a ls  buyers look  

a ft e r  th e i r  other s o c ia l  and urgent needs as w e ll  •

1/5* When th e  p r ic e s  drop to  rock bottam le v e ls  in  the market

due g lu t  in  the market , c o -o p e ra t iv e  o rga n iza t io n  pay the  

actu a l p r ic e  th at fe tch ed  however low i t  may be , th is  s itu a t io i  

d iscou rage  the f a r ^ e r j  In a s im ila r  s itu a t io n  p r iv a te  

in d iv id u a l buyer always pay the farm er something more prevent 

him be ing  very  unhappy Q fcourse he makes i t  a po in t to

recover the e x tra  paymanet from the farm er when the market i s

good, without making him f e e l  th at he i s  do ing so .

l/ 6« A l l  t ra n sa c t io n s  w ith the  p r iv a te  in d iv id u a l buyer i s  more

sim pler*

l/7* A l l  the above fa c t s  con tribu te  to  a b e t te r  l in k  and a

b e tte r  understanding between the farm er and the p r iv a te  

in d iv id u a l buyer*

(2 )*  Farmers do not get the best p r ic e  f o r  th e ir  produce due to  fo llo w in g  

reason*

2/l* P r ic e s  drop when there  i s  a g lu t  in  the market *

Th is i s  the r e s u lt  o f  unplanned production* Very o ften  a l l  the

farm ers grow the same v a r ie ty  d u rin g  a p e r t ic u la r  season and the

h arvest in g  a ls o  takes p la c e  in  the same manner* S p e c ia ly  in  the case  

o f p e r ish a b le s  g lu t  in  the market i s  v e ry  commen*
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2/2. P rocess in g  and P re se rv in g  methods a re  not fo llo w e d  to  fa c e  over  

production  s itu a t io n  in  the case o f  p e r ish a b le s .

2/3* Reluctance on the p a r t  o f  the farm ers to  p ro p e r ly  c lean  t h e i r  p roducts  

b e fo re  sending i t  to  the market • Hence the product become le s s  

a t t ra c t iv e *

2//|.» Reluctance on the p a r t  o f  the farm ers to  grade t h e i r  produce*

2/5» Proper packing methods are  not fo llo w e d .

2/6* Improper ■ hand ling and tran sp o rta tio n *

2/7* As a r e s u lt  o f  2/5 and 2/6 h «avy wastage takes p lace  and at the same

tim e q u a lity  goes down*

2/8. Lack o f  quick t ra n sp o rta t io n  s p e c ia l ly  in  the case  o f  p e r ish a b le *

FINANCIAL PROBLEMS.
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3/ 1 * I f  the C o -o p era tive  Sector i s  to  have a co n tro l on the  p r ic e s  o f

A g r ic u ltu r a l  Produce i t  must purchase a f a i r l y  la r g e  percentage  o f  

a p e r t ic u la r  product and s to re  i t  and prevent in c o n t ro lle d  f lo w  o f  

products o in  to  the market*

3/2* In  o rde r to  implement i t , c o -o p e ra t iv e  se c to r  needs adequate funds* 

Lack o f  adequate funds i s  a another b ig  problem  *

MANAGEMENT PROBLEMS-

4/ l* Very sm all percentage  o f the farm ers are  rep resen ted  in  the  p o l ic y

making bod ies* I t  i s  the farm er who knows best what h is  problem s

are  and what he wants* T h ere fo re  i t  i s  o f  ve ry  h igh  importance

that farm ers are  t r u ly  and p ro p e r ly  represen ted  in  the p o l ic y  

making bod ies*

4/2* Lack o f  m anagerial knowledge at the  farm er le v e l  can a ls o  be

considered  as a problem*

4/3* Lager degree  o f  governmental con tro l over the  C o -o p e ra tiv e  O rgan izations*

4/4* Less f l e x i b i l i t y  o f  c o -o p e ra t iv e  ru le s  and re g u la t io n s *

4/5* Reluctance on the p a rt  o f  managers to  take m anageria l d ic is s io n s

on th e i r  own* They always l ik e  to  in v o lv e  t h e i r  su p e r io rs  in  d e c is s io n

making and th e ir  r e s u lt s  in  de lay*

4/6* L e th a rg ic  a t t itu d e  o f  m a jo r ity  employees due to  la ck  o f  employee

m ortivation *
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(5) SOLUTIONS.

5/1* In o rd e r to  have a stran ge r l in k  and b e t te r  understanding

between the farm er and the v i l l a g e  le v e l  c o -o p e ra t iv e s  the  

management must varryout a wide and c lo s e r  study o f the  

farm er needs and problem s*

5/2* The needs and problem s vkcy from tim e to  time* T h ere fo re

. in  o rde r to  acheive the above, frequen t d isc u ss io n  w ith  

farm ers are  v e ry  h e lp fu ll*

5/3 * In  d e a lin g  w ith  fa rm ers , sim ple methods and p rocedu res have

to  be fo llow ed *

5/4» To stren g th e r the  l in k  between the farm er and the c o -o p e ra t iv e ,

the  v i l l a g e  le v e l  s o c ie ty  must not on ly  a s s is t  th e  farmer 

in  the p roduction  , but a ls o  look a ft e r  the o ther so c ie ty  needs 

o f the farm er*

5/5' F in an c ia l a ss is ta n c e  to  farm er by way i f  e x t ra  paymanet at a

time when the p r ic e s  drop to  v e ry  low  le v e l s  due to  g lu t

in 't h e  market, w i l l  make the farm er f e e l s  th at he i s  be ing  

t r u ly  looked a f t e r  and th at he be longs to  the co -o  p e ra t iv e  

o rg a n isa t io n  in  which he i s  a member.

5/6* S r i  Lanka C o -op era tive  M arketing F ederation  can conduct

m eetings and d isc u ss io n  w ith  the management and s t a f f  o f  

member s o c ie t ie s  at which these  problem s and so lu t io n  ’ can 

be gone in  to in  d e ta i ls

5/7* S r i  Lanka C o -op era tive  M arketing F ederation  should do a

thorough study and market su rvey a long w ith  the C o -o p era tiv e  

N ation a l Council and p repare  n a t io n a l p roduction  p lan  at le a s t  

in  the case o f  v e ge ta b le  c u lt iv a t io n ,  to  su it  the consumer 

demands*

5/8 Farmers shpuld be made aware o f  th ese  consumer demands and they

should be tra in ed  to  p lan  th e ir  p roduction  to  su it  i t *  I t  w i l l  

reduce the  g lu t  in  the market to  a 9o n s id e ra b le  extent*

5/9 P rocess in g  and P re se rv in g  methods should be fo llo w e d  in  o rd e r to

face  s itu a t io n  o f  over p roduction  and the fe d e ra t io n  shou ld  exp lo re  

the p o s s i b i l i t i e s  o f  expo rtin g  processed  v e g e ta b le s  and a lso  

e;qpand the export o f  canned f r u i t s *



5/lO« Federation  w ith  the co rp o ration  o f  the  member s o c ie t ie s  should

arrange t r a in in g  c la s s e s  and workshops to  make the farm er aware o f  

the advantages , o f  c le a r in g ,  g rad in g , p rop er h an d ling , and 

t ra n sp o rta t io n  o f  th e i r  produce* As the farm ers in  S r i  Lanka are  

s t i l l  m arried to  t r a d it io n a l  methods, t h is  w i l l  be a slow  p rocess*  

S e rv ic e s  o f  exp e rte rs  on the su b je c ts  can be obta ined  in  t h is  rega rd s*

But we must always be c a r e fu l l  to  m odify borrowed methods to  su it  the  

con d ition  in  S r i  Lanka*-

5 / ll*  F ederation  a long w ith the C o -o p era tiv e  N a t io n a l Council can request

the government to  in s t ru c t  s ta te  owned banks to  g iv e  n ecessa ry  funds  

to  C o -o p era tiv e  O rgan ization  on easy term s * And at th e  same time 

N ation a l Council can th ink o f  seperate  bank f o r  th e  C o -o p era tive  

Sector*

5/l2* At p resent M ulti Purpose C o -o p era tive  S o c ie t ie s  which a re  more in vo lved

in  consumer a c t i v i t i e s  and ve ry  l i t t l e  a g r ic u lt u r a l  work c o n s is ts  

m ajo rity  o f  the membership o f  the fed e ra t io n *

As the S r i Lanka C o -op era tive  Mariteting Federation  i s  an Apex 

O rgan isation  f o r  a g r ic u ltu r a l  m arketing ,• farm ers should be rep resen ted  

in  i t *  Hence s tep s  should be taken to  d ivo rce  the consumer 

o rga n isa t io n  and e n ro ll  a g r ic u ltu ra l  s o c ie t ie s  as members* T h is  has 

to  be implemented g r a d u a ly

5 / l3 ' Government co n tro l over c o -o p e ra t iv e  o rga n isa t io n  should be taken out

g rad u a ly  and they must be made more independent bod ies* Th is w i l l  help  

the management and s t a f f  to  f e e l  more f r e e  to  take management d ic is s io n  

o f  th e i r  own* S r i Lanka C o -o p era tiv e  M arketing Federation  l ik e  any 

other m arketing o rga n isa t io n  i s  working in  a com petitive  market*

And the management has to  take quick d ic is s io n s *  They can do i t  on ly  

when they are f r e e  to  do so*

5/lZ|.* Employee m ortivation  i s  a very  im portant aspect in  any commercial

o rgan isa tion * T h ere fo re  step s should be taken to  m ortivate  th e  employees 

to  perfoi'm  th e i r  d u t ie s  e f f e c ie n t ly  and in  a mor d ed ica ted  manner*

. i*  B e tte r s a la r ie s .

i i *  Prom otional p rospects*

i i i *  In cen tive  schemes*

'iv* P e r io d ic a l Bonuses*

V *  Dnployees T ra in in g  and Development*

v i*  B e tte r w e lfa re  f a c i l i t i e s *

v i i *  F rin ge  B en e fits *
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I t  i s  v e ry  im portant to  see that the employees are  made to  f e e l  th at they  

belong to  the o rgan isa tio n *



R e g io n a l O f f ic e  fo r  
A s ia  &  th e  P a c if ic

Sixth JTC/91-92 22nd October 1991

SIXTH ICA JAPAN TRAINING COURSE ON 
STRENGTHENING MANAGEMENT OF AGRICULTURAL 
COOPERATIVES IN ASIA,
OCTOBER 21, 1991 - MAY 10, 1992

Points for Group Discussion - 22.10.91 
Sri Lanka

1. What are the characteri sti cs o-f the Sri Lankan
agricultural cooperative movement?

2. What are the positive and negative -factors you have
identified in respect of effective
services to members?

3. What are your suggestions for improving the organisational 
set up and functions of the cooperatives in Sri Lanka ?

GROUP LEADERWS TO REPORT ON TRANSPARANCIES USING THE OVERHEAD 
PROJECTOR.



AGRICDLTDRAL OOOPMIATIVE I2f THiJLAIiD



Agricid.tural Cooperatives Moveaent in Thailand 

1 • Historical Backgco;aid\

The cooperative in Thailand is generally accepted as dating 
-from 19 16 •viien the first cooperative society vas established with a 
group of 16 memTDers in the niral area of Pitsanuloke Province as a 

village cooperative of the Raiffeisen model on the initiation of 
the Govemnent of the time* The p\irpose was to help relieve farmer 
from severe indebtedness and preventing their mortgaged lands from 
being foreclosed by the money lenders. After the first cooperative 
was put up with fair satisfaction the cooperatives of this type were 
established moderately in the other provinces. In 1920 there were 
60 village credit cooperatives in Pitsanuloke, Lopbiiri and Ayudhya 

Provinces with a total memberahip of 1,190 farm households and the 
total loan provided by the Siam Commercial Bank of ̂  303,668. Ail 
these cooperatives were registered under the special legislation 
called "The Civil Associations (Amendment) At B.E.2459 (1916)**

Ihe first Cooperative Societies Act was promulgated in 
2471 (1928) Tdiich was amended in 1934 broadening the scope of societies 
authorized. The land settlement cooperatives were organized in 1935* 
The consumers'and paddy marketing cooperatives wete established in 
1938. Service cooperatives were started in 1953 and farm products 
marketing in 1952. In 1954 there were 10,332 cooperatives of 22 
types in the 65 provinces of the oountiy but the village credit 
cooperatives continued as the most importance.



In 1943> a Bank for Cooperatires vas formed to serve financial 
institute of the cooperatives and to take the place of goverment's 
direct lending. It was superseded in I966 hy the Bank for Agriculture 
and Agricultural Cooperatives vdth authority lend individual farmers, 
farmer associations in addition to agricutural cooperatives.

Carrentljr effective enabling legislation is the Cooperative 
Societies Act B.E.2511 enacted in I968. It repealed the 1982 legislation. 
The basic provisions of the I968 legislation were (1 ) the restructuring 
of the cooperative infrastructure under the three-tier system t district 
(amalgamating of village sooieties)j provincial and national cooperative 
federations; and (2) the establishment of the Cooperative league of 
Thailand as a national apex organization of the cooperative movement to 
fimction as the promotional and educational body of the cooperatives.

A government program to amalgamate cooperative societies 
was implemented during 1969-1972 combining several village level 
credit societies into a district level cooperative called ”agri- 
cultural cooperative". This type of cooperatives has been contemplated 
directly towards multipurpose activities, serbing the members’ needs 
in credit supplied, marketing, storage and processing deposits and 

improvement of land that get priority in one cooperative.

At present there axe six types of cooperatives in Thailand.
Tkey are Agricultural Cooperatives, Land Settlement Cooperatives,
Fishery Cooperatives, Consumers’ Cooperatives, Thrift and Credit 

Cooperatives and Service Cooperatives.



The grovth. of the cooperatives in Thailand as an institution 
for people's participation is seen from the Tarietj of activities 
performed t y  the cooperative sector. As of January 1, 199O there 
were in total 3»009 primary cooperatives with a total memtership of 
3»169>311 families* Ite "breakdown according to types is given belowo

lype Hum'ber Memhershii
1. Agricultural Cooperatives 1,357 955,603
2. fishery Cooperatives 23 6 ,0 39

3 . Land Settlement Cooperatives 95 ................................92,,4̂1.
Bu'b-total ...1,47.7 1 ,0 5 4 ,1 3 3

4 . Thrifts and Credit Cooperatives 827 1 ,2 5 7,16 4

5 . Consumers' Cooperatives 417 7 5 8 ,7 5 1

6. Service Cooperatives 288 ...... 99,263
sub-total 1,532 2,15 5 ,1 78

Total .3,009 . . . . . . . J j  16̂ ^311.

Unofficiallyj the first •tiiree types are grouped into 
agricultural type tdiile the three latters are classified as non- 
agricultural cooperative group.

2. Present Situation of Agricultural Cooperatives

Structure and Itoictions

Agricultural cooperatives ezist in a typical three-tier 
structure t district or primaiycooperatives; provincial of changwat 
level federations; and national federations.



District or primary cooperatives are made up of individuel 
farmers producing primarily grain crops, livestocks, fruits, 
are divided into groups at the village level, based on commodity 
lines, for the purpose of rationalizing economic business or 
extension and training.

Provincial of changwat cooperative federations are inter
mediate or secondary level -vdiose members consisted of primaiy 
cooperatives located in the administrative area of the province.
At present the agricultural cooperatives are federated at 73 cooperative 
federations at the provincial or changwat level to undertake the joint 
pusiness activities, especially, processing and marketing of their 
affiliates •which are beyond ability of an individual cooperative.

The national cooperative levels are organized as the apes 
organizations of the cooperatives idiose members consisted of both 
primary agricultural cooperatives at the district level and 
provincial cooperative federations. At this level, the cooperatives 
are horizontally classified into two categories in the follofdng.

(l) The national federation related to multi-purpose 
africultural cooperatives is the Agricult'oral Cooperative federation 
of Thailand Ltd,, (ACFT). This apex society is undertaking economic 
rice, maize, etc, produced by the farmer members of cooperatives 
as well as piirchasing of agricultural inputs, like fertilizers.



chemicals, farm machineiy and equipment supply directly to cooperatives 
and in some cases to its private dealers. As well, a substantial 
increase in international trade of cooperatives ofr exporting of 
rice and maize are available throu^ ACJT.

(2) Those apex societies related to specialized agriciiltural
/cooperatives are the Sugar-cane Growers Cooperative Federation Ltd., 

and the Swine-raising Cooperative Federation Ltd,* -which are 
carrying out production and marketing activities of swine faisers 
and sugai ĉane growers cooperatives respectively.

As already mentioned, the Cooperative league of Thailand 
(GLT) was established, under the Cooperative Societies Act B.E. 2511 

(1968), as a national apex organization of the cooperative 
movement. The major activities set dowi for CLT are the training 

and promotion of cooperatives of all types.

Hence it is noted that there is at present an organizational 
linkages within the cooperative movement in Theiland. The 

organizational structure of the agricultural cooperative movement is 
shown in Chart 1.

3. Organization of Agricultural Cooperatives

The organization of agricioltioral cooperative are divided into 
two main parts t

(1 ) the policy formulation and controlling 1 and
(2) the administration and management.



3*1 •! General Meeting Generally, the general meeting is 
composed of all members. In case of the larger-sized cooperatives 
or cooperative federations it will choose to have a general meeting 
"by the representatives of mem'bers. The members shall be called Isy 
the general meeting at least once a year. It has the supreme power 
in decision making for policy formulation, planning, controlling 

and decision making for every problem that occurs within cooperative*

3.1.2 Board of Directors Ike Board shall be elected 
yearly from the members by the general meeting. The Board consists 
at least seven but not more than fifteen persons. Ite powers and 
ditoes pf tje Board are to manage all affairs of cooperative in 
appropriate ways according to the laws, by-laws, regulations, 
policies and resolutions of the general meeting.

3.2 The Administration and Management This part consists 
of the manager and the operating staff. The manager is elected and 
appointed the Board of Directors. In turn, the manager will 
elect and appoint the stgiff. The manager has as his duty the 
managing of all day to day acivities of cooperative according to 
the policies under the advice and supervision of the Board.

The organization and management relationship of agricultural 

cooperatives in Thailand is shown in Chart 2.

4, Relationship Betweeai Government Agencies and Cooperatives

Ministiy of Agriculture and Cooperatives (MOAC) by the 
committee on Policy and Planning for Agriculture and Cooperatives

3»1 The Policy Fbnaijlation and Controlling are composed ofj-



is responsible directly for policy and planning on cooperative 
development in accordance with the national development ohjectives. 
Three Government agencies within MOAC perform a dominant role in 
the cooperative development as follows t

4,1 The office of the Registrar of Oocperatives

According to the Cooperative Societies Act. B.E. 2511» the Registrar 
of Cooperative is responaihle for registration and controlling of 
cooperatives I appointing of cooperative auditors, and other works 
authorized by the Act. At present the Permanent Secretary to the 
Ministry of Agriculture and Cooperatives is acting as the Cooperative 
registrar.

4,2 Cooperatives Promotion Department (CPP)

CPD is in charge of supervising, regulating and 
promoting cooperatives including technical assistance, provision 
of loans to cooperatives and the works perform on behalf of the 
Registrar. The Department is headed by a DLrector_General and three 
Deputy DirectoivGenerals. There are 10 divisions with 53 sub-divisions 
and sections at head office which includes also the office of 

Cooperative Inspectors of 9 regions and Internal Checking Office and 
Project Management Office, Locally, there a f e 6l land settlement 
cooperative offices, 73 Provincial Cooperative Offices, 695 District 
Cooperative Offices, 12 Agricultural Cooperative Demonstration Centres, 
10 Regional Engineering Centres ai:id 10 Regional Cooperative Training 
Centres* A staff of 7?366 persons are assigned to CPD for cariying 
these activities. About 52.675̂  of the staff are in provincial and 
district offices.
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4»3 Cooperative Audit Ĵ epartment (CAD) CAD is in charge 
of auditing of both cooperatives and farmer associations as vrell as 

providing advice and consultation in "book-keeping and accounting in 
collaboration with CPD to cooperative emplotees. CAD is responsible 
also for submitting its reports and audits to the Registrar and the 
copies to CPD,

Moreover, the other related agencies within MOAC, namely 
Department of Fisheries, Department of Livestock Promotion, Department 

of Agriculture and Department of Agricultural Extension etc, are 
providing technical assistance related to their fields to agricioltural 
cooperatives and their members.

As well, a substantial assistance in marketing business is 
given by Ministry of Commerce, The assistance is made available to 

agricultiiral cooperatives in two respects, tt.e first is to purchase 

milled rice of primary cooperatives throu^ the government purchase 
program of rice via Public Warehouse Organization and ACPT, The second 
is to award quotars for,the export of agricultural commodities to ACFT 
for the commodities purchased by primary cooperatives.



In general, agricultural co-operatives in Thailand are set up 
among the farmers wio are engaged in farming to undertake joint activities 
"based on self help and mutual help. Ilhe business activities of 

agricultural co-cperatives may be varied according to the local 
conditions aiid crops. However, most of the Imsiness activities 
carried out by agricultural co-operatives in Thailand are as follows*

1. To extend credit to the members
2. To receive deposit from the members

3* To collect agricultural produces/products from the
members for marketing

4. To supply agricultural inputs to the members

5« To provide various services to the members such as
agricultural exrension, irrigation system. Land 
preparation and ate.

According to the figures available from the Co-operative 
Audit Department) The business activities of 1,305 agricultizral co-operatives

■ ■ ’I I - "which had been audited in fiscal year I989 as followsi

1» Credit Business i The agricultural co-operatives 
extended credit to the members amounted to 5j036.85 million Baht, out 
of Wiich 3,263.20 million Baht was short-term loan, 1,772.73 million 
Baht was medium term loan and O.92 million Baht was long-term loan.
The credit business was increased by 669*74 million Baht or 15»34 
oVer the year I988.

5« Biisipess Activities of Agricultural Co-operatives
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2. Saving Business t Q3ie agricultural co-operatives 
, received deposit from members amounted to 2»38l.92 million Baht
out of which 1 ,470,28 million Baht was saving deposit and 911*^4 

million Baht was time deposit. The saving husiness was increased 
747«62 million Baht or 45*75 over the year I987,

3. Marketing Business t Theagricultural co-operatives 
collected agricultural produces from mem'bers amounted to 2,073.26 

million Baht out of Ifciich 620.18 million Baht was paddy, 207,98 

million Baht wag ruhher, 266̂ 68 million Baht was pineapplet 106. 90 

Billion Beiit was maize, 58.56 million Baht was sxagar cane, 59*25 
million Baht was "beans and 753.71 million Baht was other produces.
The Marketing Business was increased by 723*51 million Baht or 53*60 
over the year 1988

4« Supply Business t The agricultural co-operatives supplied 
agricultxiral inputa to the mem'bers ajr̂ oiirted to 1,319*12 million Baht 

out of Bhich 574*04 million Baht was fertilizer, 64,23 million Baht was 
insecticides,58,87 million Baht was agricultural machines,82.O7 million 

Baht was agricultural tools, 26.p8 million Baht was seeds, 119*17 
million Baht was rice, 141*62 million Baht was feeds, 15.02 million 
Baht was gasoline and 237*12 million Baht was other commodities. Ilie 
supply business was increased by 168.52 million Baht or 14*65 over 

the year 1988.

5» Services Business t Hie agricultiiral co-operatives 
rendered various services to the members amounted to 74*52 million 
Baht out of Vhich 3.73 million Baht was land preparation serrices.
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8.02 million Baht wm water pumping service, 0*03 million Batt was 
demonstration field services and 62.74 million Baht was other services. 

The services business was inc. eased by 23.17 million Baht or 5 "I*00 
over the year 1988.

6. Business operation of agricultijral co-operavives

As a result of business operation, the agricultural 
co-operatives earned the total income of 4>572«48 million Baht. Vhile 
the total expenditures was 4»065»92 million Baht or 90*91 of the 
total income. T!̂e total net surplus was 406.56 million Baht or 9*09 
of the total income.

7» li âncial Status of AjSyicultural Ct^peracives

As at 31 March q589, the financial status of agricultural 
co-operatives were as follows:

- Assets
- Current Assets 8,935.39

- Fixed Assets 430.07
Other Assets I87.86

- Liabilities
- Current Liabilities 5>109,65

- Plxed Liabilities 67.22
- Other Liabilities 184.96

- Co-operatibes own funds
- Shares 2,088.22
- Reserve f\md 1,480.05

- Accumulated ftind 289.15

- Accumulated loss 72.49 ”

- Ifet Surplus 4O6.55 »

9»553.10 m il l io n  B a it  

w

n

H

5 , 361.83 m i l l io n  Baht

4 , 191*49 m il l io n  Baht

H
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Cooperative statistics of Thailand

No No of societies Ho of menb

1 Agricultural Cooperatives 1,357 955,603
2 L'and settlement Cooperatives 95 92,491

3 Ushery Cooperatives 25 6.039

4 TTiftifta credit Cooperatives 827 1 ,257,164

5 Consumers Cooperatives 417 758,751

6 Services Cooperatives 288 99,263

Total 3,009 3,169,311

Ifational Cooperative iFfederations 11 

991 mem'ber Societies

Provincial Cooperative Federation 74 
1046 merater societies
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1) MeralDers' Shares « The average total shares of the rnemters of 

Agricultural cooperatives was about 1}567»93 million Baht. An 
average increase about 199 million baht per year. It isexpected 
that the members shares in 1992 will be about 2,287.-22 million 
Baht.

2. Member* Deposit i the average total deposit recieved from members 

of agricultural cooperatives was about 1&3»59 million Baht.
In average the members' deposit was about 1,380.38 million Baht 

per yeary about 892.71 million Baht was saving deposit and about 
487.67 million Bas time deposit comparing the. aembers’ deposit to 
the total number of membership of agricultural cooperatives, the 
total average deposit per one; member was about 925*56 million Baht 
per year. It is expected that the total deposit per one member in 
1992 willbe about 2,194*81 million baht.

3. Credit Business t the average total credit business of agriciiLtural 
cooperatives was about 4>037»00 million Baht per year. An average 

increasing of about 4}448»20 million Baht per year. It is expected 

that the total credit business in 1992 will be about 5j667*97 
million Baht

4. Sources of Rmds t Besides sjares capital and deposit collected 
from the members, the agricultural cooperatives also borrowed from 

external souras. During the period 1986-1991? agricultural 
cooperatives borrowed the amount of 4j241.39 million Baht from

financial Analysis of Agrcioltural Cooperatives in Hiailand
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external sources. The borrowing increased by 272.20 million Baht 
over 1988 or 6,68^ Most of the borrowing was emplayed for relending 
to the members.

5 . Business Operation t The agricultiiral coopera,tives were able to 
increase the income every every year, the average net profit was 

about 8.23^ of the total income. It is expected that in 19915 the 
total income of agricultural cooperatives will b© about 4,9 13 .0 2  

million Baht and the net profit will be about 618.O5 million Baht,

6. Management Efficiency t The management efficiency of agricultural 

cooperatives during the period 1986-I99I can be summarized as Follors
6.1 Efficiency to amplojr assets : the efficiency to employ 

the assets of agriotil tioral cooperatives was not so effective, the 

average retvim on assets was 3.765  ̂and the average assets turn over 
was 0,4 1.

6.2 Efficiency to employ own funds : the agricultural 
cooperatives could gemerate an average income from their own funds 

by 10.10^ The retxim on own fimd in 1991 was 10.31JS The ability 
to employ own fund was quite effective

6 .3 Li<iuidity t the liquidity of agriaultural cooperatives 
was guite satisfied. The average current Ratio was 1.59 and the 
average debt to own fund was I.63.
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Maetaeng District*

1. GeoRraphical Area

Meataeng District is located about 40 kros north of Chiang mai 
by Ghiangraai-Pang ilghway- It has a total area of 1 j520,574 square kilo- 
rcetres. Aheat 40?5 of the Area is forest and momtain The geographical 

area is as follows»

Iforth - Ciiang-dao and Prao district.
South - Kaerim district.

Eost - Sansai district.

- Samemg district and Pai district., Maehongsan Province 
There are - main water coursesPloidng through Maetaneng district 

Ifest - is Ping River, Maetaerg River and tlaengead River,

2» Population

The total popiilation of Maetieng district is 68,056 persons, 
out of >diich 34,698 are men and 33,558 are woman* The district, 
devided into 13 sub-districts (Tambol) and 108 villages (Moe ban)

3. Occupation
Most of the population of Meetaeng district or the total 

22,280 farm families are. engaged in Agricultural such,.as paddy, Eruit 
crops and livestock Hie reat are engaged in other occupation such as 
merchants, workers, government official and others. ®ie major crops 
in Maetaeng are paddy, tobacco, soybean, garlic and potato

M a e t a e n g  A f f r i c u l t i r r a l  C o o p e r a - t iv e  L T D



®ie communication TDetween Maetaeng and CSiiang Kai is done ■. 
tkroia^ Chiangmai-Ilang hi^way TIhere is an other Road Commianication 
to Pai district, Kailiongson Province through KaJai-Pai«. Road.

2Jaetoeng Agricultural Cooperative LTD

1. Brict History*

Cooperative has teen introduced in Haetaeng District of 
Chian«r*Mai Province Since 1958* At that time 11 small Credit coopera
tives had teen established. Later on the Ministry of Natbnal Develcpraant 
at that time set a p&licy to aualganate the small credit cooperatives 
at the village level into agricultural cooperative at district level in 
order to enable the cooperative to operate more efficientcj^ Thus the 
small Cedit coopeiatives in I-Iaetaeng District Amalgamate into credit 
type cooperative and tegistered an 1 April 1971 as *’l>Iaetaeng Agricultural 
Cooperative” vith unlimited Li.abitil̂ ies. Tbere -were 295 initial nvunbers. 
On 30 june 1971 , the cooperative, had changed its typ.9 from unlimited 
to limited liabilities and start its business operation from that time. 
According to the Ministeral regurations in 1973, the cooperative had 
changed its type from credit cooperative to agricultural cooperative.
At present, Maetaeng Agricultural cooperative LTD has 1,203 members 
■which devided into 22 groups in 10 sub-Districts (Tambol)

2. Business Activeties
One of the mein objective of the cooperative is to elevate 

the standard of living of farmer menbers by joint purchasing joint 
marketing and joint business operation in order to gain negotiation 
pewer to reduce the production cost and ezjiioitation from middlemen.

4* ComiDunication
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All of the members are engaged in agricultural su paddy, P^it
field crop and livestook. Thus, the cooperative has to oarry out -
various business activeties in order to sesue Is members efficiently 

The business activities carry out by the cooperative as follows
1. Providing loan for members
2. Recieving deposit from members

3. Supplying commodities, agrioultural inputs ai'̂d other
neccesnary goods at feasanable price

4» Collecting members product for morketing 
5« Providing farm extension service to the members,
6. Providing Social i-rel fare service to the members and

non members faraers v±o need' assistance
7. Ptouviding funeral -walfare for-„the members and their sprouse

3« Performance of the cooperative 

The cooperative has carried out business activeties 
which benefit the members and the community considerably As 

ot the end of June 1991 j "the perfermance of the cooperative can be 
recerded as follows

3.1 Credit Business
The cooperative provided credit to the members in 2 

catergertes as short term loan and medium-term loan
3.2 Receiving Deposit from members
The cooperative receiving deposits from members in 

order to pcromote the members to save thier money and to mobilize iund 
to the cooperative as well
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The cooperative supplied agricultural in puts to the members 

5* MarJceting Business
'The cooperative collected members produces for marketing 

(soybesn and liaddy)
6. Social felfare

6.1 CCF« project the cooperative has got financial suppprt 
from  c c f  to assist the poor chirldren in maetaeng distriot since 1984

At present, there are 4OI poor children -fdiich are the children o f members 
and non member farmers, get assistance under this project

6.2 supplementary diet fer school children projectj in 

1991 'Kie cooperative provided from its social welfare fund amount of 
5,880- Baht to provide supplementary diet (Banana) in 182 school children 

in wat Twa kam school Besides, the cooperative has also set its ovn 

faud to provide supplementary diet for school children by req.uesting the 
parent of the children >̂ 10 will benefit from this fund to contribute 2 
Baht per month to the fund and the cooperative also laundred campaign 
fer donation frem members and general public Sofar !Hie a mount of-9,925 

Baht raised to the fund.

education and occupational Promotion

ISie Cooperative realizes the impertance of education and 
occupational promotion of members in cooperative principles and methods 
as well as the agricultiiral technologies in order to increase production, 
such as the uses of good seeds, insecticides, nachineries, etc. The 
Cooperative also give training to pre-members in cooperative principle 
and practices sotkat thay will understand the right, duties and respon
sibilities as the cooperative members.

4« Inputs Supply Business



R e g i o n a l  O f f ic e  fo r  
A s ia  &  th e  P a c if ic

Sixth JTC/91-92 22nd October 1991

SIXTH ICA JAPAN TRAINING COURSE ON 
BTRENBTHENING MANAGEMENT OF AGRICULTURAL 
COOPERATIVES IN ASIA,
OCTOBER 21, 1991 - MAY 10, 1992

Points -for Group Discussion - 22.10.91 
Thai i and

1. What are the characteristics o-f the Thai 
agricultural cooperative (isovemsnt?

2. What are the positive and negative factors you have 
identified in respect of effective
services to members?

3. What are your suggestions for improving the organisational 
set up and functions of the cooperatives in Thailand ?

GROUP LEADERWS TO REPORT ON TRANSPARANCIES USING THE OVERHEAD 
PROJECTOR.
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p w p » j < J - 5  i.  s e r < ^ ' c a  'fo -ftt t t . R C . i ’; 
^  M « « ^ e 3 s ' < ‘R ^  , S < c £ a 4 / , p M A / S ^ - ' ^ e



C: i )  c

2 / . 1 , 3 o S i ‘̂ i‘V 2 .

^ J e k W  j
o fJo. o f  ' d kK o J ia r y  A 4  d e o lrC A ffn ^

*  A ' l ^ o w ^ f c  0 ^  C a |>/'^c J 1, 4 / v i c r € « . $ ( ^
0 0 ^  a j r < c * > f f ^ u K « J i  C ^ o p e r < 4 ‘ ' ^  S * c « ' a ( t 6 i ,

i t  ' t A v c r e < M ^ v ^  \J9Ŷ  ' j ^  i/». csvte 
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C R IT IC A L  E K A M IN B TIO N  

OF
4G E IC D LTU E A L CO G PEEA.TIVES, T H E IE  OEGANISA.TIONA.L 

STETJOTUEES, M A M G E M M T  P E A C TIC E S  LM ) PEOHLEMS

IN  V IE TN A M

1/ SOME BASIC FACTS ABOUT VIETNAM

The Socialist Eepublic of Vietnam is situated in 
South - East Asia, borde"2!ed to the North by,_the People'sI
Eepublic of China, to the West by Laos and Kampuchea,and 
to the East by the South China Sea. It has a total area 
of 330,363 sq.Km (1990) , of which the cultivated area 
occupies 20%,, forest - 31 >3% and pasture - 14,8%. The 
total population is 69 mill (census result 1990) with 
average annual growth of 2,6% . The density is 196 per 
sq. km. Life expectancy has been estimated at 63* An 
annual per capita income is of less than 200 USD. About 
80 % of the total population live in the countryside.
The country is divided administratively into 44 provinces, 
which are divided into more than 300 districts. 84% of 
the population are Vietnamese (Kinh). ' There are also 
over 60 minority groups thinly spread in the extensive 
mountainous regions. The monetary unit is the dong. 
Present exchange r a ^  is more than 10.000 dong to USD 1.



2.1. Vietnam is mainly an agiicultuxal country, 
therefore the problems of agriculture and rural areas 
have always occupied a priority place. Presently 73% of 
the labour force are engaged in agriculture. Thus, as 
the main occupation of the people, agricultural sector 
directly contributes around 4-5% of the gross domestic 
product (GDP). Being one of the'poorest countries in 
the world with economically backward, especially in 
agriculture, Vietnam needs a strong based agricultural 
foundation to develop :^s agriculture and rural economy, 
in order to provide necessary services to farmers, such 
as farm credit, farm extention, farm input, marketing, 
processing...

2.2 Historically the agricultural cooperative 
movement in Vietnam has taken its source in 1959, when 
the State of Democratic Republic of Vietnam launched 
the movement for building agricultural cooperatives 
which was in the main completed by I960. In 1965, 
agricultural cooperatives underwent a qualitative change; 
low-level cooperatives were paised to a higher level 
with the collectivization of all means of production 
and the distribution of products was done in accordance 
with contribution in the form of labour. Social justice 
was created by the existence of cooperatives, along 
with a sence of solidarity of the whole people - one 
of the factors of the victory recorded in the anti-US 
Resistance.

2.3. Since 1970, the small cooperatives had been 
changed into big ones of the scale of whole village.
This, on the one hand, resulted in the emergence of
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material bases and favourable conditions for some 
mechanization in land work and irrigation and for the 
application of such scientific and technical achievements 
as the selection of seeds and manuring. But on the other 
hand, such a big scale for cooperatives led to difficulties 
in the management of production represented by the level ol 
heads of cooperatives, of Chief accountants, etc. Moreover, 
the material and technical bases for agricultural produc
tion were still too low, and this could not give rise to 
high productivity and'big production.

2.4. After the country was reunified in 1975, on the 
basis of earperiences in agri. cooperativization in the 
Horth, in South Vietnam a socialist reformation in agri
culture was undertaken rashly, at rather a quick tempo. ' 
Thus, many mistakes and shortcomings had been done. The 
movement for agricultural cooperativization in the South 
at that stage did not obtain expected results. Bice pro- 
ductivi^ showed no increase - it rather decreased . 
Peasant<j’life met with additional difficulties.

2 .5 . To deal with the situation, the Iferty Central 
Secretariat on January 13,198'! issued Directive No 1G0 
on the implementation, in favour of peasant households, 
of a regime of contract on products. From now on, apart 
from those stages in production which are left to the 
direct management by cooperatives (ploughing,hydraulies, 
fighting against insects, etc), the cooperative member 
is to care for the transplanting of Eice-seedlings, 
manuring and harvesting in the plot of land given on 
contract to his family. He is entitled to enjoy the
payment for work done in those stages and part of the
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cooperative's ciops after deduction of taxes, contribution 
to various funds and production expenditures. Besides, 
those households which overfulfil norms set in the contract 
are entitled to en;joy the benefit of overfulfilment. It 
should be admitted that in a number of crops immediately 
following the implementation of this regime, production 
actually increased in many localities. But gradually,the 
positive effect of the regime faded for many reasons ; 
the peasant still had not the initiative of his action 
in,the process of production, he was still a person 
"hired” by the cooperative. In many places, norms set by 
the contract too high, and consequently the peasant
enjoyed next to nothing from his investment in labour 
and materials, etc. ks a result, his ardour in production 
went down and agricultural production once again fell into 
a state of stagnation.'

2.6, To radically deal with a number of mistakes in 
agriculture accumulated over the years which prevented 
the development of production, such as subjectivism and 
haste, forced advance to big - scale cooperatives, lack 
of encouragement to family enconomy, inadequate attention 
paid to private economy, etc., the Party Politburo on 
April 5,1988 took Sesolution'^b 10 on all-sided renovation 
of economic management in agriculture. Thanks to this 
Resolution the situation in agriculture has gradually 
improved. Eagerness in production has slowly come back 
among peasants. One and a half million tones of rice 
exported in 1989 to some extent made this clear.



III/ THE PRESENT ORGANISATION OF PBQDUCTION AND
MANAGEMENT IN AGBICULTURE .

3».1» Vietnam became self - sufficient in food for 
the first time in 1983* The country has got one of the most 
fertile lands but due to paucity of capital and imputs 
and sometime due to its inapt use, the productivity is ' 
rather low compared to countries capable of using advanced 
and higher technologies. The principal crops in Vietnam 
are rice , maize, sorghum, cassava, sweet potatoes. 
Vegetables and fruits of various kind and spices are 
also grow^ •

3.2. Owning to the new changes and development of 
Government policy and economy Vietnam, which effects the 
organization, administration and management of Vietnamese 
agricultural cooperative movement , the new models of 
agricultural cooperatives are introduced. Nowadays they 
play a very important role in the fields of production 
of goods, distribution and social service activities 
in the countryside of Vietnam. Radical changes have 
taken place after theGovernmelot’s effort to revitalizing 
and restructuring of the cooperatives. Farmers’ active 
participation in the innovation process has brought 
different forms of agricultural cooperatives;

a) Those formed on the basis of voluntary funding 
between farmer households or between the cooperative 
and farmer households;

b) Those based on signing contract with the present 
agricultural cooperatives for handling their business 
establishment;

-  5 -
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c) Those existed for many years now, and which still 
have an influence on farmer households and rural affairs 
that others will not be undertaken.

3 .3 . The agricultural cooperatives now have assumed 
greater resposibilities to provide,necessary help and 
support services to the poor people in the countryside. 
Presently they are engaged in a wide range of business 
activities which can be devided into two main components 
namely :

- Supply and service;
- Purchasing, marketing, processing;

The objective of agro-based cooperatives in Vietnam is 
the promotion of the social and economic interests of 
their members. In order to jSTchieve this desired objective, 
the agricultural cooperatives carry out various activities 
and functions, such as ;

- Production and selling of agricultural inputs 
(fertilizers, chemical ,seeds, etc).

- To provide agricultural machinary service, 
such as tractor, water pump, transportation, etc.

- To provide credit facilities to members by 
revolving fund or acting as agent to agricultural Bank.

- Conducting farmers’ saving scheme, investment 
and insurance.

- Marketing of agricultural products.
- To undertake various industries related to 

agriculture, such as processing of coffee, paddy, 
cassava, sweet potatoes and fruit.



~ To promote agricultural projects, such as collective 
farming, orchards, etc.

~ Purchasing agricultural products.

3.4.'The developing process of Vietnam agriculture 
during last ten years can be ex5>ressed by the following 
table :

■■ 7  -

1
___________________: _____________

1981 ! 1982 ! 1983 ! 1984 :! 1985 ! 1987 1988 !

Grain pro- ! mil.tons « •
I
•

duction ! 15 ,0 ! 16,8 I 17 ,0 17 ,8 18,2 ,1 17 ,6 1̂9,6
Avg grain ! •  •

per head ! kg 273 I 299 I 296 303 ■ 304 280 307
Fund invested T 1
by state into
agriculture ! t f

•  . * ■ '

(“1982 price ! 1 I  
•  «

taken) Imil.dong 2 9 3 8 , 9 1 2 3 9 0 , 2 1 3 1 0 0 , 5 4 4 2 7 4 6 0 8 , 5 2 9 2 0 , 2 3 2 2 6

2 1 , 5

3 3 1.

2 1 7 5

It should be mentioned that the I985-I987 period 
was the crisis one for agriculture in Vietnam. A.nd due 
to the shortage of fund, the state investment to 
agriculture has been reducing last years.
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Principal crops harvested during last years :

(Thousand metric tons)

! 1985 1 1986 I 1987 ! 1988 ! 1989

Rice(Paddy)
Maize
Sorghum
Sweet potatoes
Cassava
Pulses
Soybeans

!15.875 
! 5 8 7

! 50
2.000 
3.000 

80 
86

Groundnuts(in shell)
cotton seed 
Coconuts 
Vegetables 
Pruit
Sugar cane 
Coffee 
Tea(made) 
Tabacco(leaves) 
Jute
Natural rubber

! 4 , 5  

!611,7
1 2 . 7 1 9

! 3.526 
I 6.600 
12,3 
28 
38 
63 
53

1 16.003!1 5 .300117.000
570! 550! 814
53! 50!

2 .200! 2.I5O! 1901 
3.000! 2.950! 2.839 

85! 80! 95
94! 90! 85,3

t I

5 ! 4,2 ! 4,2
7 1 1 , 3  !790,9 !856,5

3 .1 0 0 ! 3 .0 9 6 ! 2 . 9 0 9  

3 .798! 3.828! _  
6.850! 6.600!5700,,
18,8 ! 20,5 ! 3 1 , 3
30 ,1 ! 28,9 ! 29,7
33 ! 36 ! 35,5
40 ! 46 ! 36,8
60 ! 57 ! 49,7

!18.996 
837

1 . 9 0 9

2.585
102,1
82

3,3
9 2 2 , 1

3 .1 3 5 , 4

5 3 4 4 , 6

40.8
3 0 . 2

2 3 . 9

3 4 . 3  

5 0 , 6



3.5. Organisational structure and management of 
agricultural management system in Vietnam

-  9 “



4.1. 3 years ago, Vietnam has launched the renovation
in its economy, taking the free market mechanism as the 
objective of the whole renovating process. Agricultur^e . 
is not the exceptional sector. This is due to a lot of 
shortcomingsan^' defects along with mistakes made in the 
policies of price, salary, circulation of goods, etc, 
leading to the high rate of inflation and needing to be 
ousted.

4.2* The renovation of agricultural economic mana
gement must meet the following requirements :

- Truly liberate the productive force ; coordinate 
the organization of production with renovation in every 
field; strengthen the material and technical bases and apply 
technological progress in agriculture; develop the potential 
of economic sectors in all regions and branches;Transform 
our still self-sufficient agri. economy into goods- 
producing sector towards the line of specialization 
combined with comprehensive business undertaking,fapprop- 
riate to the natural, economic and social characteristics 
of each region; transform agriculture step by step into a 
large-scale socialist producing sector with a view to 
satisfying basis needs in grain and foodstuffs and 
supplying more materials to the manufacture of consumer 
and e35>ort goods, contributing to the realization of 
three great economic programmes,(promotion of agricultural 
production for improving food stuation in the whole 
country; promotion of consumer goods productionpromo
tion of export-goods production and goods for replacing 
import goods), building up and protecting the ecological 
enviroment, enlarging the market in the countryside for

-  10 -
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the development of industry, coordinating closely agri
culture with industry and communications and transport 
in order to have a unified economic structure;

- Solve the relations of interest, chiefly to 
guarsintee a just interest to the producer and primarily, 
the rice-grower, unceasingly improve the life of the 
working people in order to contribute to the building 
up of the country.

- Enlarge democracy, heighten respect for the 
legal system; build up country-side;

- Benovate the organization of personel to make 
it appropriate to the new economic structure and admi
nistrative mechanism, purify and heighten combative 
spirit of staffs in accordance with the requirements 
and content of a great political mobilization.

4 .3 • Ee-organization of agricultural production.

Ee-organizing agricultural production towards 
specialization combined with comprehensive business 
under-taking consists of coordinating cultivation 
with animal husbandry, agriculture with forestry,u
fisheries, with communications and transport, as well 
as with processing industries, handicrafts and other 
craftsmen's activities in the contxyside, the develop
ment of production with the distribution of goods 
within the country and also abroad, simultaneously 
strengthening the material and technical bases for 
agriculture and applying technological process in 
production and processing industries in order to quickly 
increase productivity, quality'and value of agricultural 
goods.

-  i1 -



First and foremost, we must adequately concentrate 
our efforts on the principal grain and foodstuff-produc
ing regions (such as the Mekong and Red river Deltas 
and other rice-growing regions). We must develop subsi
diary crop-growing regions with high productivity of 
goods and high rates of marketable produce, and reor
ganize the processing of subsidiary crops. The consump
tion of secondary crops should be encouraged in order 
to increase the availability of primary crops for sale.
?/e must quickly increase the area of cultivation of 
winter crops in the delta, the middle region, the nor
thern mountain region, and that of short-cycle indusMal 
crops in order to create new sources of profit in the 
export of_yegetables, fruit and short-cycle industrial 
crops in'regions where the conditions are favourable, 
especially in the Mekong and Bed Biver Deltas, and^r^lace 
the plantation of low-yield food crops by that of other 
varieties with higher value.

We must build up and develop vegetable belts around 
Hanoi, Ho Chi Minh City, other cities and magor industrial 
areas.

In mountain regions, along with intensive cultivation 
and the increase in rice production and cultivation of 
crops on arable areas, we must develop forestry, the 
plantation of short-cycle and long-cycle industrial crops, 
cattle-^rearing, develop communications and transport 
between different regions and speed up the importation 
and exportation to by foodstaffs and to satisfy the needs 
of production and social life. We must link the realization 
of our policies with the development of production and 
the building up of the countryside . We must help the 
nomads to lead a sendentary life with sendentary farming.

- 1 2  -



41ong sea-coasts and on islands, the allround exp
loitation of agriculture, forestry, fisheries, salt exploit; 
tion and maritime transport and the exploitation and the 
processing of sea-products must be stepped up.

We must grow short-cycle industrial crops with con
centration of work force but with short-term- yield(soya, 
peanut, sugar-cane,cotten, jute, rush, tabacco,...), 
enlarge the areas for long-cycle industrial crops(coffee, 
tea, rubber, cocoa, cinnamon, pepper,...)> and those of 
fruit trees linked with the establishment of agro-indust
rial unit and processing industries.

We must develop industry , small industries and 
handicrafts, transport, services in the countryside in many 
way, evenn down to the grassroots. We must use and increase 
electric power at all agro-industrial units, small indds- 
tries and handicraft workshops and processing manufactures 
of agriculture, forestry, and fisheries; create other 
processing small-and middle-size manufactures equipped 
with modern machinary able to produce valuable goods for 
home consumption and for export.

To organize production in the countryside, we must 
create a new division of labour to carry out intensive 
farming, multiply crops, reclaim waste land, use all 
supperficies of water available for aquaculture, develop 
small industries and handicrafts, transport and services, 
proceed to a new distribution of labour force and popula
tion among different regions in accordance with careful 
planing in order to create new economic zdhes, especially 
in sparsely-populated region and the mountain regions of 
the Iforth. We must organize groups of volunteer youth 
and other efficient forms of v;ork organizations in order 
to absorb labour force yet unemployed such as young people 
coming of age, demobilized militarymen, redundant personnel 
coming from Stage organs./.
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