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REPORT

Introduction

A Re g i on a l  Se mi na r  on  Coopera t ive  I nsu ran ce  a n d  P r o m o ­
t ion o f  Savings was  held by the  In te r n a t io n a l  Coopera t ive  Al l iance,  
Reg iona l  Office & Ed uc a t io n  Cen tre  for  Sou th-East  Asia ,  in col l a ­
b o r a t i o n  wi th  the  C e n t r a l  U n i o n  o f  A gr i cu l tu ra l  Coopera t ives  o f  
J a p a n  ( CU A C) ,  N a t io n a l  M u tu a l  I ns u r a n ce  F ed er a t io n  o f  Ag r icu l ­
tural  Coope ra t ive s  ( Z E N K  Y O R E N ) ,  C en t r a l  Co op era t iv e  Bank for 
Agr icu l tu re  a nd  Fores t ry  fCCB)  a nd  the In s t i tu t e  for  the D e v e ­
lo p m e n t  o f  Agr icu l tu ra l  C o o p e ra t i o n  in Asia ( I D A C A )  f rom  1st 
to  21st Se p te mb er  1976 in Tokyo ,  Japan .  T w ent y  pa r t i c ip a n t s  
f rom  Bang ladesh ,  I nd ia ,  I r an ,  Korea ,  Malaysia ,  N ep a l ,  Pak i s t an ,  
S ingapore ,  Sri L an k a  a n d  T h a i l a n d  a n d  an obse rve r  f rom Sri 
L a n k a  a t t e n d e d  the se minar .  T h e  list o f  p a r t i c i pa n t s  a n d  the 
se minar  p r o g r a m m e  are given in A an e x ur e  1 a n d  2.

T he  se minar  was d i rec ted  by Mr .  Lionel  G u n a w a r d a n a  in 
co l l abora t ion  wi th  Mr .  D a m a n  P r a k a s h  and  Mr .  H .  Togaw a .*

• T h e  designations and the n am e s  o f  organ isa t ions  o f  these  persons are 
given  in the hst  o f  participants.



1. To review coopera t ive  insu rance s i t ua t ion  in South-East  
Asia a n d  to ident i fy p ro b le m s  ;

2. to review p r o g r a m m e s  for  p r o m o t i o n  o f  saving 
th r o u g h  coopera t ives  in Sou th - Ea s t  As ia  a n d  to ide n­
tify p r ob l em s  ;

3. to s tu dy  coopera t ive  insurance a n d  coopera t ive  savings 
p r o g ra m m e s  in J a p a n  ; and

4. to co n s id e r  s teps to be t aken  for  deve lop ing  co o p e r a ­
tive ins u r anc e  a n d  for p r o m o t i o n  o f  sav ings  th r ough  
coopera t ives  in coun t r i e s  of  the  Region in the co n t ex t  
o f  exper i ences  in Japan .

Study V isits

In o r de r  to p rov ide  the se minar  p a r t i c ip a n t s  wi th an  o p p o r t u ­
ni ty o f  learning ab o u t  the  insurance and  p r o m o t i o n  o f  savings ac t i ­
vities by coo pe ra t ives  in the Rep ub l i c  o f  K o re a  a s tudy  visi t  p r o ­
g r a m m e  for  seven days  was o rgani sed by the  In te r n a t io n a l  C o o p ­
erat ive Al l iance in c o l l ab or a t io n  with the N a t i o n a l  Agr icu l t u ra l  
Coopera t ive  F ed er a t i o n  (NACP' )  pr io r  to the seminar.  The sem i ­
n a r  pa r t i c ip a n t s  were t aken  to fo u r  p r i m a ry  ag r i cu l tu ra l  co o p e r a ­
tive societies,  a n d  one c ou n ty  ag r i cu l tu ra l  coopera t ive  a nd  to  
the N a t i ona l  .Agricultural  Coo pe ra t ive  Fede ra t io n  in the Repub l i c  
o f  K ore a .  The se m in a r  p r o g r a m m e  al so inc luded  s tu dy  visi ts in 
Ja p a n .  In J a p a n  the p a r t i c ip a n t s  were t aken  to a  p r i m a ry  a g r i ­
cu l tu ra l  m u l t ip u r p o s e  coopera t ive  fo r  intensive s tu dy  wi th  the 
help  o f  a case s tu d y  especial ly p repa red  for  the se minar .  The 
pa r t i c ipan t s  al so visi ted p refec tura l  a n d  na t ion a l  level cooperat ive 
insu r ance  a n d  credi t  o rgani sa t ions .

The  sem ina r  consis ted o f  two g rou ps - th e  savings  p r om ot io n  
g roup  a n d  the coopera t ive  insu rance  g roup .  For  specia l ised l e c ­
tu res  a n d  g r o u p  d iscuss ions  they me t  sepa ra te ly .

Objectives



In o r de r  to discuss  m e t ho ds  for  p r om ot i on  o f  savings 
more effectively, the se minar  fel t  t h a t  a p re l i min a ry  discussion on 
the  p r ob l em s  o f  c redi t  coope ra t ive s  wou ld  be useful .  The  semi­
na r  no ted th a t  these p r ob lem s  al so h am per  the Societ ies’ work  in 
the  field o f  p r om ot io n  o f  savings.  There fo re  it d iscussed  their  
p ro b l em s  in detai l  a n d  no ted tne fol lowing.

Cooperative credit, ils  problems and steps taken to overcom e 
them.

In the S j u t h - E a s t  As ian  coun t r i e s  the g rowth o f  co o p e r a ­
t ive c redi t  is as uneven as the g rowth o f  the coopera t ive  mo ve ­
m e nt  itself.  However ,  un l ike  the Eu ro p e an  coun t r i e s  where the 
co op er a t i v e  m;)vement  s t a r t ed  as a c o n s u m e r  mo vement ,  the 
cou n t r i e s  o f  the Souh-Eas t  As ian region gave mor e  em phas i s  to 
the  cred it  aspect  r ight  f rom the  beginning.  In J a p a n ,  Sri L a n k a  
a n d  the  count r i es  o f  the I n d ia n  sub co n t inen t  the mo v e m en t  
s t a r t ed  in the first decade  o f  the p resent  cen tu ry wi th the o r g a n i ­
sa t ion  o f  p r im ary  coopera t ives ,  a n d  in course o f  t ime di s t r i c t  or  
p r e fec tu ra l  level societ ies or  na t ional / s ' t a t e  level ins t i tu t ions  were 
organised.  In the course  of  the  next few decades the credi t  c o o p ­
erat ives  were o rg an i se d  in o the r  coun t r i e s  of  the region.  However ,  
it was only af te r  the Second W o r l d  W ar ,  when mos t  o f  the c o u n t ­
r ies became inde pen de n t  a n d  when the task o f  na t i ona l  r ec ons ­
t ru c t ion  was taken up in r igh t  ea rnes t  did  the cooperat ive  m o v e ­
me nt  as well as the c redi t  coopera t ives  b lossom.  I ran  h ad  to 
wai t  as late as  1963 to set up  its Ce n t ra l  Organ i sa t ion  o f  Ru ra l  
Coop era t iv es  for deve lop me nt  a n d  extension o f  r u ra l  coopera t ive  
societ ies.

In some  coun t r i e s  like N e p a ' ,  Sri L a n k a  a n d  T h a i l a n d  the  
c redi t  s t ruc tu re  is a two- t ie r  one whereas  in o thers  l ike P ak i s t an ,  
I nd ia ,  Bang lauesh ,  Korea  a n d  J a p a n  it is a t l i ree- t ier  one.  In 
I n d i a  and  Pak i s t an ,  the apex ins t i tu t ion  is a t  the s l a t e  level. In 
I n d i a  there is also a na t io n a l  level f ede ra t ion ,  l i s  fun c t i on s  are 
adv i so r y .  In o the rs  apex ins t i tu t ions  are a t  the na t ion a l  level.

Promotioa of Savings



A m o n g  the cooperat ive  c rcdi t  i n s t i tu t ions  o f  the South -  
Eas t  A s ian  coun t r i e s  the re  are some bas ic  s imilari t ies.  M o s t  of  
th e m  suffer f rom  o r ga n i s a t i on a l  weakness ,  m a n a g e r i a l  inefficiency 
lack  o f  p r o p e r  ed u c a t io n  on the pa r t  o f  members ,  i n a d eq ua cy  o f  
f inance etc. All  these s tem f rom the  general  weakness  o f  the 
n a t io n a l  economies  o f  this r egion,  ( Jap an  is a h a p p y  excep t ion) .  
The  weakness  m e n t i o n e d  above do  no t  f ea ture in J a p a n  where the 
economy is se lf -generat ing and  mos t  o f  the  f a rm ers  a re  wel l - to-do  
if  n o t  affluent .  I n  the  case o f  the Re p u b l i c  o f  K ore a ,  r ap id  
economic g rowth in r ecent  yea rs  has  improv ed  the general  lot  o f  
f a rmers  r e sul t ing  in hea l thy  g r ow th  o f  the ru ra l  coopera t ives .  
Similar ly  good p rogress  has  been m a d e  in some  o f  the In d i an  
S tate s  a nd  some  o the r  coun t r i e s  in the  region where  a g r i ­
cu l tu r e  a nd  e d u c a t i o n  have m a d e  subs t an t i a l  adva nce s .

Problems faced by cooperative credit institutions and steps taken  
to overcom e them.

Some o f  the p ro b lem s  faced by the c o o p e r a t i v e  c re d i t  inst i ­
t u t i o n s  in the  S o u th - E a s t  A s ia n  coun t r i e s  a re  d iscussed  below.  
M a n y  o f  them a re  c o m m o n  to several  coun t r i e s .  T h o u g h  the  
bas ic  a p pr oa ch  t a k en  by these count ri es  to ove rcome these long 
p en d in g  issues is the sam e ,  accord ing  to thei r  local  cond i t ions  a n d  
n a t i o n a l  policies,  they have  t r ied  o u t  different  so lut ions .  Though  
in a l m os t  al l  the  cou n t r i e s  o f  this region ag r i c u l t u r e  is the  m a i n ­
s t ay o f  the  people,  the income o f  a  f arm ho u se ho ld  f r o m  agr i c u l ­
tu re  is less th a n  suiBcient  because o f  small  a n d  sca t t ered  holding 
a n d  subsi s t ence f a r m in g .  There  is a g rowing  rea l i sa t ion  tha t  
o r ga n i s a t ion  a nd  s t r eng then ing  o f  the coopera t ives  a t  the  grass-  
r o o t  level will p rovide  a so lu t ion  to  ce r t a in  bas ic  p r ob le m s  as it 
will  a id the smal l  f a r m er s  a n d  will help  in poo l ing  a n d  bet t e r  
u t i l is a t ion  o f  resources.  Because o f  this r ea l i sa t io n ,  in recent  
years ,  t he  go v ern me nts  o f  this  region have  come  to  the  aid o f  
cooperat ives  to a g r ea t  degree and  d e v e lo pm e nt  o f  coo pe ra t ives  
in general  has become a m a t t e r  o f  s t a te  policy.

Uneconom ic size o f  societies

Th e  first m a jo r  h a n d i c a p  o f  tiie coopera t ive  c redi t  s t r uc t u re
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is the lack  o f  viabi l i ty,  pa r t i cu la r l y  o f  p r im a ry  co op e r a t iv e  socic- 
t ie i .  The  lack o f  viabi l i ty is the r esul t  o f  on e  o r  mor e  o f  the 
fol lowing  fac tor s  ;

a)  sma ll  area  covered  ;

b)  low coverage o f  the  p o p u l a t i o n  in the  op er a t i o n a l  
a rea  ; a n d

c) l imi ted act ivi t ies  i.e. engag ing  only in one func t ion.

A l th o ug h  o r gan i sa t io n  o f  a mu l t ip ur po se  cooperat ives  a t  the 
p r im a r y  level has been the goal  in a lmo s t  all the coun t r i e s  a n d  
the  bye laws  o f  the  societ ies ,  in fact ,  p o r t r a y  this ,  on ly  in a few 
count r ie s  l ike J a p a n  a n d  the Rep ub l i c  o f  K o rea  a n d  Sri L a n k a  
has  this  been achieved  so far.  In  o the r  coun t r i e s  th i s  is in diffe­
re n t  s tages o f  de ve lop me nt .  In  m a n y  areas  the societies a re  very 
smal l ,  some  covering  even a single vil lage wi th  a few househo lds .  
Th i s  has n o t  on ly  a d d e d  to  the  o rgan i s a t ion a l  p roblems,  b u t  has  
a l so  m a d e  the societ ies une conom ic .  Late ly ,  therefore ,  the re  is 
a n  e m p ha s i s  on o rgan i s ing  b igger  a n d  m u l t ip u r p os e  type  societ ies 
cover ing several  vi l lages a n d  a l a rge r  p o p u la t i o n .  In In d ia  in 
m a n y  S ta te s  p r imar ies  are being merged  toge the r  to  fo rm  F ar m er s  
Service Societies (FSS) a n d  Larg e  Sized M ul t ip u rp o s e  Societ ies  
( L A M P S )  in t r ibal  a reas  so t h a t  the societ ies n o t  only become 
bigger  in size, bu t  a l so m ul t ip u r p o se  in cha rac ter .  In  Sri L a n k a  
am a lg a m a t i o n  o f  small  societ ies in to  large size ones has  been do n e  
a n d  the  coun t ry  is now  t ry ing to  g rapp le  wi th  the p ro b le m s  a r i s ­
ing o u t  o f  a  qu ick  reo rgan i sa t ion .  In J a p a n  a n d  the Re pu b l i c  o f  
K o re a ,  the  r eo r g an i s a t io n  has  been  a slow a n d  v o lu n t a r y  p rocess  
because o f  which the ch a ng eov er  has  been smoot h .  In J a p a n ,  7074 
m u l t i p u r p o s e  societ ies were a m a l g m a t e d  in to  1788 while in K o r e a  
n ea r l y  20,000 societ ies were a m a lg a m a te d  to  f o rm  1545. A f te r  
a m a l g a m a t i o n ,  the societ ies have a l so  been able to  en l a rge  the  
scope o f  thei r  act ivi t ies by u n d er t a k in g  m a rk e t in g ,  p rocessing ,  
c o n s u m e r  business ,  i n su ran c e  a n d  the  like. I n  o th e r  w o rd s  p r o ­
v i s i on  o f  in t e g r a t e d  services is the  h a l l m a r k  o f  the fu nc t i on ing  o f  
p r i m a r y  coopera t ives  in K o r e a  a n d  Ja pan .



A m u l t ip ur po se  society a t  the  p r i m a r y  level will have  g rea­
ter  poss ibi l i ty  o f  be ing s t r o n g  a n d  viable,  b u t  will  al so be able 
to  p ro v id e  va r i ou s  k inds  o f  services to  the f a r m e r  a t  a  single 
po in t .  A coopera t ive  ins t i tu t io n  needs  s t rong sup por t  a nd  
loya l ty f rom  its m e m b er s  for  s m o o t h  a n d  efHcient func t ion ing.  
I t  wil l  be poss ible  to get  t h a t  type o f  s u p p o r t  a n d  loyal ty f rom 
the f a r m e r  m e m b e r s ,  if  t h e  society c a n  ca te r  to  all t h e i r  bas ic 
needs  for  ag r i c u l t u r a l  deve lop me nt  a nd  im pr ove d  l iving.  This 
has  been a m p l y  p r ove d  in some  cou n t r i e s  especial ly in J a p an .  
There  is, ho weve r ,  a d a n g e r  in hav ing bigger  societ ies in tha t  the 
m e m b e r  may lose his close co n t ac t  wi th  the  society.  Th is  can  be 
overcome  by several  conscious  s teps like mo re  con ta c t  wi th  the 
m e m b er s  by the officials o f  the society th r o u g h  h o m e  visi ts,  g roup  
d iscuss ions,  social  get  together s,  extens ion  o f  co m m u n i t y  a n d  
social  services a n d  the  like.

Inability to grant adequate and tim ely credit

Cred i t ,  t o  be  effective a n d  m e an in g fu l ,  s ho u ld  be timely 
a n d  a d e q u a t e .  The im p o r t a n t  co n s i de ra t io ns  by a ny  per son ,  
who bo r rows ,  whe th e r  he bor rows  for  ag r i cu l tu re  or  for  any 
o the r  pu rpose ,  a re  th a t  it is g r an ted  w i th ou t  com pl ica ted  p roce ­
dures  a n d  th a t  it is d i s b u r se d  w i thou t  un d ue  de lay  so t h a t  the 
b or ro w ed  f u n d s  c o u l d  be ut i l ised in t ime.  T h e  in a d eq u a cy  o f  
sources  for  f inanc ing  the coope ra t ive s  a n d  when  the f inances 
were f o r t hc om in g ,  o t he r  factors ,  such as compl icated 
p ro ced u res  a n d  m e t h o d s  o f  assessing loan requ i r em ent s  co n t r i ­
bu te  to  the f ai lure  o f  membe rs  to  get  lo an s  in t ime.  In 
as sess ing  lo a n  r e q u i r e m e n t s ,  t he  f a r m er s ’ assets  a n d  the 
secur i t ies  he c a n  offer a re  given m o r e  weigh t  th a n  his  p r o d u c ­
t ion po ten t i a l .  In  us ing such m e th o d s  o f  assess ing c r ed i tw or t h i ­
ness the  coopera t ives  fail to recognise c re d i tw or th in es s  tha t  
accrues  to  a m e m b e r  by rea son  o f  his  ca p ac i t y  a n d  del igence.

Com petition from private m oaeylenders

The coo pe ra t ives  have  no t  ful ly  succeed ed  in r em o v in g  the 
p r i va t e  m o n e y le n d e r  f rom  the  village scene.  T h e  keen c o m p e t i ­
t ion which  the coopera t ives  have offered h im  has ,  however  had
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a sa lu t a ry  eflFcct. The p r iva te  money lenders  n o w  d o  n o t  da re  
cha rge  the e x o r b i t a n t  r a t e s  of  in t e res t  which they used to  charge,  
t h o u g h  the r a t e s  are st i l l  h igh.  He has  chang ed  his ways  and  
m et ho ds  o f  l end ing ,  m u c h  to the benefi t  o f  the bo r row er .  Thi s  
very ad ju s ta b i l i t y  o f  the  pr ivate  money lend er  is the  bij;gest f ac ­
to r  in his f avour .  Th is  makes  it difficult for  the coopera t ives  to 
r eplace  him.

Lack o f  maDa|>erial skills
Ma nage r ia l  weakness  is fo u n d  to be one  o f  the ma jo r  

p ro b lem s  o f  coopera t ives  in mos t  o f  the S o u th - E a s t  A s ian  c o u n ­
tries.  Th is  is most ly  d ue  to the  weak f inancial  pos i t ion  o f  the 
societ ies which makes  the hire o f  bes t  ava i lab le  h a n d s  difficult.  
Pa uc i ty  of  r e so urces  al so prevent s  the  cooperat ives  f rom  tak ing  up 
any  staff  deve lopment  p r o g ra m m e  like t r a in ing  etc.  Mo reo ve r  there 
is a co n t in u o u s  ‘b r a i n - d r a i n ’ f rom  the coo pe ra t ive  secto r  to o the r  
sectors  which are in a pos i t ion  to pay  be t te r .  I t  is o f t en  no t i ced  
in some  coun t r i e s  th a t  s taff  o f  co o p er a t i ve  credi t  i n s t i tu t ions ,  
a f t e r  a few years  o f  exper i ence in work  leave these o rgan i sa t ions  
a n d  go over  to  com me rc i a l  banks  or  o the r  financial  in s t i tu t ions  for 
bet ter  sa lar ie s  a n d  prospec t s .  Th is  is going to be a p e rpe tu a l  p r o ­
b lem for  coopera t ives  un le ss  they are able to a t  least  a r r e s t ,  i f  not  
reverse the t r end.  Tiiis however ,  will no t  be possible  unless  the 
cooperat ives  inc rease  the ir  prof i t abi l i ty  a n d  s t r en g t h en  thei r  
f inaa^ial  pos i t ion  by t aking up t j r r i to r i a l  a nd  fu nc t i ona l  r e o r ga n i ­
sat ion.  S imul t an eou s l y  the key a r ea s  o f  m a n a g e m e n t  weaknesses 
hav e  to be ident i f ied a nd  s teps t aken  to r emove them.

Lack o f  proper leadership

A n o th e r  m a j o r  p r o b le m  bedevi l l ing the  grow th o f  co op e ra ­
tive c redi t  i n s t i tu t io ns  is the  lack o f  p r oper  l e ade r sh ip .  T h e  p r o ­
b lem exists in d i ffe rent  coun tr i es  and  in dif ferent  r egions  in the 
same  cou n t ry  in va ry ing  degrees.  I t  is needless  to m e n t io n  
t h a t  the  hea l thy  g r ow th  o f  the  coopera ive mo v e m en t  d ep e n d s  to  a 
large exten t  on  non-off icial  l eade rship  a n d  where this  has  been 
wan t ing ,  the g rowth  has  been wan ting,  the g r owth  has  been 
ra th e r  slow. T h i s  h a n d i c a p  c a n n o t  be r e m ov e d  overnight .  
Co n t i nu o us  effort in the field o f  cooperat ive  e d u c a t io n  a n d  t r a i n ­
ing is r equi red  in o rd e r  to bu i ld  a n  effective l eade rship .



Lack of adequate training for farmers

Tra in in g  the  l eade rs  will no t  be e n o u g h  unless  the f armer* 
a nd  a r t i sans  in th e  ru ra l  areas ,  for  w ho m the coopera t ive  cred it  
i n s t i tu t ions  a rc  p r im a r i l y  m e an t ,  are p r o p er ly  t r a i n e d  a n d  m o t i ­
vated .  I t  is general ly  f o u n d  t h a t  the  f armers,  m a in ly  those  who 
exist  a t  a subs i s t ence  level, a re  n o t  on ly  ig n o r a n t  o f  th e  benefi ts  
ma d e  avai lable by the  coopera t ives ,  b u t  are a l so incapab le o f  
u t i l is ing  such benef i t s  bec ause  o f  the i r  l ack  o f  ed u c a t io n ,  p a r t i ­
cular ly in the field o f  agr i cu l ture .  Because o f  i l l i t eracy a n d  igno­
rance,  a n  ave rage fa r m er  who could  be benef i ted by new te c h n o ­
logy is n o t  in a pos i t i on  to  acq u i re  such knowledge .  It 
r equ i res  m u c h  g rea ter  effort  on  the  p a r t  o f  go ver nm en ts ,  c o o p ­
erat ives  a n d  al so ex tension  a n d  o the r  agencies  to b r in g  home  to 
the average f a r m e r  in the vil lage the message  o f  the  new agr i c u l ­
tu ra l  r evo lu t ion  a n d  the f aci l i t ies tha t  a re  ava i l ab le  to  h im.  U n ­
less this is do ne ,  ful l  ab s o rp t i o n  o f  the c re d i t  wh ich  is a l r eady  
avai lable,  will not  be possible.  Th i s  is ev id en t  f ro m  the  exper ience 
o f  some coun t r i e s  which  have fair ly a d e q u a t e  r esources th a n k s  to 
facil i t ies offered by the i r  governments ,  b u t  the ir  coopera t ives  are 
not  in a posi t ion  to ut i l ise  such facili t ies.

Credit Delinquency

A n o t h e r  m a jo r  r eas on  for  the ine las t ici ty  o f  c redi t  flow is 
po or  col lec t ion o f  coo p e ra t iv e  dues .  A lm os t  all cou n t r i e s  have  
fol lowed the  pol icy o f  n o t  f inancing a cu l t iva to r  befo re  he clears  
the p revious  loan .  So me  re l axa t ions  are p r ov ide d  a t  the t ime o f  
na tu ra l  calamit i es  a n d  in case o f  non-wi l fu l  defau l t .  Large over- 
dues  lock up  the scarce  r esources o f  the c redi t  i n s t i tu t ion ,  p a r t i ­
cu la r ly  o f  the  p r i m a r y  societ ies  by e rod ing  its sha re  cap i t a l  base 
and  f inancial  v iabi l i ty.  La r ge  overd ues  a l so  resul t  in the loss o f  
the  conf idence o f  no t  on ly  o f  the higher  f inancing ins t i tut ions ,  bu t  
al so o f  the good  cu l t iva to r s  who fail  to get fu r the r  c re d i t  f rom the  
society because  o f  de f a u l t  o n  the  pa r t  o f  o t he r  me mbers .  Th« 
p ro b le m is w id es p re ad  in the Sou th -Eas t  A s ian  Reg ion  though  the 
degree var ies f rom  co un t ry  to cou n t ry .  Th i s  forces  the  co o p e r a ­
t ives to rely mor e  a n d  m or e  on gov ernme nt  as sis tance the reby  e n ­
d an g e r in g  the  a u t o n o m y  of  the  cooperat ives.  For  r em ov in g  wilful
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de fa u l t  a n d  mak ing  the f a r m er -m em b er s  realise the  necessi ty o f  
r ep ay ing  the i r  loans ,  ac t ion  n o t  on ly  on  the p a r t  o f  the c o o p e r a ­
tive in s t i tu t i on s  and  leaders ,  b u t  also on the p a r t  o f  the go v er n ­
m e n t  is necessary.  The rea son  for  overdues  should  be invest iga ted  
in detai l  a n d  coercive ac t ion  t a k e n  aga ins t  wilful  de f au l t e r s .  Thi s  
is where th e  go ve rn m e nt s  can really ex te nd  a help ing  h a n d  to the 
coopera t ive  credi t  inst i tut ions .

Insufficient organisational set-up

A n o t h e r  sho r t com iug  no t i ced  was the weak or  i n a d e q u a te  
o rg an i sa t io n a l  set up  o f  cooperat ive  c redi t  i n s t i tu t i o n s  in some 
coun t r i e s .  I t  was no te d  t h a t  coverage by the coopera t ive  ba nk s  
or  bank s  for  coo pe ra t ives  is insufficient .  Therefore,  while s t r en ­
g then ing  the co o pe r a t iv e  ba nks ,  steps have  to be t aken  to o rg a ­
ni se  ru ra l  b a n k s  to  f lnance agr i cul tu re  and  a l l i ed act ivi t ies  in 
ru ra l  areas  th ro ugh  p r im a r y  coopera t ives  a nd  also to  pe r sua de  
commercia l  banks  to t ake u p  f inancing o f  such societies.  Such 
steps,  it is h op ed ,  will lead to  a  l a rge r  f low o f  fu nd s  to the  p r i ­
ma ry  coopera t ives  the reby mee t ing  the credi t  needs  o f  the  f a rmers  
to a great  ex ten t .  The  a l l ied sector s  like dai ry,  pou l t ry ,  fishery, 
weaving a n d  the like a re  a l so  expected  to benefi t  f rom such 
measures .

W eak financial base o f  cooperatives

All these s teps ,  however,  will no t  be a d e q u a t e  unless  the 
coope ra t ive s  improve  the ir  own f inancial  base by mobi l is ing the 
surplus  f und s  pa r t i cu la r ly  in the ru ra l  sector .  T he  poss ibi l i ty  o f  
such achievements  has  been a m p l y  de m o n s t r a t e d  by J a p a n  where 
the  dep os i t s  o f  p r i m a r y  coope ra t ive s  ou t s t r ip  the  loans  a d va n ce d  
by the m  by a lmo s t  five t imes  a n d  the cooperat ive  sector  f inances 
o the r  sector s  o f  the ec on o m y  as well,  a n d  in the Rep ub l i c  o f  
K o r e a  where  the  coope ra t ive s  have been able to mobil i se  depos i t s  
a lmo s t  to  the  tune o f  50% o f  thei r  credi t  r equ i r em ent s .  In  ce r t ain 
S ta te s  o f  Ind ia a l so it has  been  s imi lar ly  successful .  Cred i t  o p e r a ­
t ion  o f  the  coun t r i e s  in the region reveal  large scale depende nc e  
o n  gove rn me nt  a n d  o the r  agencies  except  in the case o f  S ingapore  
which  mee t s  near ly 90% o f  its c redi t  r equ i rem ent s  f rom  its own
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r esources.  In the  case o f  K o r e a  depos i ts  fo rm 53.5% o f  the to ta l  
r esources  whereas  in In d ia  and  Sri  L a n k a  depos i ts  fo rm only less 
t h a n  10% o f  the lo a n ab le  resources.  W i t h  the inc reased  inves t ­
me n t s  in the ag r icu l tura l  sector  a n d  the  b o o m  in ag r icu l tura l  p r o ­
du c t ion  in ma ny  count r ie s ,  l a rge r  in co me s  a n d  cons equ en t ly  
larger  savings  a re  expec ted  in the r u r a l  areas .  The coopera t ives  
sh ou l d  mobi l ise such su r p lu s  fu nds  befo re  o the r  compet i tor s ,  par -  
cu lar ly  com me rc i a l  banks ,  step in.  Intensive  efforts may  be m a d e  
for  depos i t  mobi l i sa t io n  a t  the  p r im a r y  level wi th  a view to  
ach iev ing  self-rel iance.  I t  will be  poss ible only if  the cooperat ives  
can su bs t an t i a l ly  increase the ir  ma n ag e r i a l  efficiency a n d  win the 
conf idence o f  the f a rmers  by deve lop ing  a  p r o p e r  c l ima te o f  
m u tu a l  coo pe ra t io n  a nd  ass i s t ance in r u ra l  areas .

Prom otion o f Savings in Japan

As we have  obse rved ea r l ier ,  J a p a n  a m o n g  the Sou th -Eas t  
As ian  coun t r i e s  s t a n d s  o u t  sepa r a te ly .  H er e  the  ag r icu l tura l  
coopera t ives  a t  the  p r imary  level have  a success s to ry to  tell. 
Th i s  is equa l ly  t rue in the field o f  mo bi l i sa t ion  o f  savings.  The 
ag r i cu l tu ra l  coopera t ives  have t a k en  ad v a n ta g e  of  the  b o o m  in 
ag r i cu l tu ra l  p r o d u c t i o n  a n d  the rise in income o f  the rural  ho us e ­
holds  b o th  f rom agr i cu l tu ra l  a n d  no n- agr i cu l tu ra l  sources  a n d  
have  been able  to  t a p  the  su rp lu s  fu nds  th ro u g h  insu ran ce  b u s i ­
ness  a n d  a l so  by mobi l is ing  depos i t s .  Thei r  success can be a t t r i ­
bu ted  to  the  init ial  su ppo r t  l ent  to the m  by the  govern me nt  by 
en t r us t ing  the  im pl em en ta t io n  o f  the  scheme for  p ur cha se  o f  
p a d d y  a t  su p p o r t  pr ices a u d  the ir  ow n  innovat ive  a nd  imaginat ive 
me th o ds  o f  depos i t  mobi l i sa t ion .

The  p r im ary  cooperat ives in J a p a n  have one bas ic a d v a n ­
tage over  their  c o u n t e r p a r t s  in o the r  count r ies ;  they are s t rong  a n d  
viable,  p a r t i c u la r l y  a f te r  r e o r g a n i s a t i o n  a n d  have been ab le  to 
win the t rus t  a n d  confidence o f  the f a r m er - m em b er s  by sa feguard ­
ing the ir  int eres ts  th r o u g h  several  act iv i t ie s  un d er t a k en  by them.  
Th is  has  m a d e  the  f a r mer  memb ers  a n d  even n o n - m em b er  resi­
den t s  mor e  r esponsible to the ir  p l ans ,  p r og ra m m e s  a nd  sugges­
t ions .
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F or  m obi l i sa t io n  o f  savings the  J a p a n e s e  coopera t ives  have 
a d o p t e d  several  m e th o ds - th e  mos t  i m p o r t a n t  being pe r son a l  a n d  
d irec t  co n t a c t  wi th  the po tent ia l  dep os i to r .  N o rm a l l y  one day  in 
a m o n t h  is t r ea ted  as a field day  when  the  staff  o f  the societ ies 
visi t  di f ferent  f a r m  hou se ho lds  a n d  col lect  savings.  Th is  is usual ly 
on the  26th o r  27 th  day  o f  the m o nt h ,  imm edi a t e l y  a f t e r  the pay  
day.  Simi la r ly special  campa igns  are l aun ched  twice in a year ,  in 
June ,  Ju ly  or  Aug us t  a n d  aga in  in Decem be r ,  im m edi a t e l y  af te r  
the s ix - mon th l y  p a y m e n t  o f  bo n u s  to col lect  su r p lus  funds .  In 
m o n th s  o f  O c t o b e r -D e c e m b e r ,  specia l  dr ives  a re  also un d er t a k en  
immedia te ly  af te r  the harvest .  The societ ies give em ph as i s  on  
col l ec t ion  o f  savings f ro m  bo th  f a rm  a n d  n o n - fa rm  incomes  as 
a b o u t  60% o f  the  to ta l  income o f  f a r m  hou se ho l ds  comes  f rom 
n o n - a g r i c u l tu r a l  sources.  In the case o f  m e m b er - fa r m ers  the 
p ro ceeds  o b t a i n e d  f rom ma rke t in g  o f  f a rm  pr od u ce  is c red i t ed  to 
their  a c c o u n t s  wi th  thei r  consent .  Thi s  m a k es  saving au t o m a t i c  
on the  pa r t  o f  the members .  Some societ ies o rgan ise  youth  g roups  
a n d  w o m e n ’s g r o u p s  for  the  purpose  whereas  some o t he r s  engage 
househo ld  e c o n o m y  p l an n in g  adv i so r s  e l ec ted  f rom am on g  the 
res ident s  o f  a local i ty.  The  la t t er  g r o u p  helps  the  memb ers  p lan 
their  economic  ^activit ies in s t a lm e n t  savings,  p rocess ing o f  loans  
a n d  repay.ment  schedules etc. They  a l so col lect  the  savings f rom 
the members .

In  some  a reas  “ Tsum or i  S ys te m ” o f  saving  is ad o p t ed .  
U n d e r  th is  scheme ,  housewives are encouraged  to save the diffe­
rence be tween the  ‘expected e x p e n d i t u r e ’ a n d  the  a m o u n t  
ac tua l ly  spent .  N o rm a l l y  the m on th ly  a l loca t ion  given to  the 
housewives  for  h o us e h o ld  exp en d i tu re  is n o i  to t a l ly  cons um ed .  
They  are en co u rag ed  to  save the ba lance wi th  the society ins t ead  
o f  us ing  them to  buy ex t ra  i tems.

Since the general  s t a n d ar d  o f  l iving o f  a n  average Ja pan es e  
f a r mer  is qu i t e  h igh ,  his needs are al so s o ph i s t i c a te d  a n d  requ i re ­
m e n t  o f  fu nd s  for  emergenc ies  o r  even for  be t t e r  l iving is qu i t e  
sub s t an t i a l .  In  o r d e r  to faci l i ta te  saving for  these purposes ,  
specia l  pu r p o se  depos i t  schemes  have  been f o rm u l a te d  by mos t  o f  
the  societ ies.  These depos i t s  are m a in ta in e d  for  saving money
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for  specific p ur po se s  like (a) ed uc a t io n  o f  ch i ld ren ,  (b) s ight  
seeing t r ips  (c) w ed d in g  ann ive r sa ry  ce le b ra t ions  (d)  p a y m e n t  o f  
taxes ,  a n d  (e) ca r  r econd it ion ing.  These a rc  r e fun ded  in a p p r o ­
pr i at e  t ime.  Special  incent ives  a re  given for  ins t a lmen t  saving 
schemes.  Even new dwel l er s  in a local i ty  who have n o t  yet b e ­
come  memb ers  are app ro a ch ed  with di f ferent  schemes u n d e r  which 
the society r e nd e rs  them services like p a y m e n t  o f  ch i ld ren ' s  school 
fees a n d  t e l e p ho n e  bills,  m a in te na n c e  o f  f ami ly  ca r  etc.  I ’hereby 
the  society gains  the conf idence o f  new dwel l e rs  who m a y  become 
member s  o f  the  society in course  o f  t ime.

As J a p a n  is b ec om ing  more a n d  mor e  indus t r i a l i s ed ,  ag r i ­
cul tu ra l  l a n d s  a re  con ver t ed  into indus t r i a l  sites.  L a n d  prices 
are very h igh  a n d  when  m em be rs '  l a n d s  a re  so ld ,  the  societie* 
make  all ou t  ef for t s  to t a p  such f u n d s  as depos i t s .  In this  effort 
they face st i ff  co m p e t i t i on  f rom commerc ia l  b ank s .  Because o f  
the goodwil l  t he  societ ies have been able  to bu i ld  up  a m o n g  the 
me mb ers  a n d  res iden t s  o f  the  local i ty,  they usua l ly  succeed over  
the com merc ia l  b ank s .  Such is the  sav ings p r o m o t i o n  drive tha t  
the ag r i cu l tu ra l  coo pe ra t ives  in J a p a n  have been able to  col lect  
subs tant ia ]  depos i t s ,  mu c h  more  th a n  the  f u n ds  r equ i red  for  their  
loan ing o p er a t io n  or  o the r  types  o f  business ,  a n d  are able to  finance 
o th e r  sector s  o f  the ec o n o m y  as well.

The d ep o s i t  i n su rance  sys tem a n d  agr i c u l t u r a l  credi t  g u a r ­
an tee  sys tem have helped  to  instill  conf idence in the  cooperat ives  
a n d  a t t r a c t  more  depos i t s .  U n d e r  the depos i t  i n su rance  system,  
a m o u n t s  up  to 3 mil l ion yen are insured  per  depos i to r .  U n d e r  the 
ag r icu l tura l  c redi t  g u a r a n t ee  sys tem loans  above o ne  mil l ion yen 
are gua ran teed  by the  Coopera t ive  Ce n t r a l  Bank.

Promotion o f  savings in the Republic o f  Korea

The o t h e r  co u n t r y  in  the  region which  has  achieved some 
no ta b l e  success  in r ecent  yea rs  in the field o f  m obi l i sa t io n  o f  
saving is the  Rep ub l i c  o f  K ore a .  Wi th  a view to  inc reas ing  the 
financial  r e sources  o f  cooperat ives ,  K o r e a  has  l a u n ch e d  an a m b i ­
t ious  p r o g ra m m e  for  mobi l i s ing  lOGO bi l l ion won  on  savings  f rom 
fa r me rs  by the  yea r  1980. To  achieve the ab o v e  t a rge t  and
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genera l ly  to  p r o m o t e  saving*,  the  fol lowing m e th o d s  a re  being 
a d o p t e d  :

(a) To  mobil i se  idle fu n d s  in the  r u ra l  a r e as ,  p r i m a ry  
coo pe ra t ives  have en forced new types  o f  depos i t s  wi th  
higher  int eres t  r at es  th a n  the ci ty ba nks .  The  increase 
in the r a t e  o f  interest  r anges  between  0.16% and  8.5%.

(b) A  new fo rm  o f  a savings scheme viz. “ F a r m e r s  Wea l th  
A c c u m u l a t i o n  Sav ings Schem e”  was  in t r od u c ed  in 
A p r i l  1976 u n d e r  which  a high  ra t e  o f  interest  o f  23.2% 
for one  yea r  a n d  25.2% for  five yea r s  is offered.  Th is  
scheme  is app l i ca b le  on ly  to those  f a r m er s  hav ing  less 
th a n  two hec ta re*  o f  a rab le  l and .  The  object ive  o f  
the  scheme is to help  low or  m o d e ra te  income  fa rmers  
to  a c cu m u la t e  wea lth .

(c) Special  savings  schemes  for  specific pu rpo ses  have 
been evolved ,  such as  for  school ing ,  wedd ing ,  fune ra l  
a n d  for  p u r c h a s e  of  f a r m  equ i pmen ts .  In  add i t ion ,  a 
lo t t e ry  t i cke t  is a t t a c he d  to t ime depos i t s .  T h e  w in n­
ing f a r m e r s  are a w a r d e d  pr izes in the fo rm  of  cat t l e,  
power -p l oug h  a n d  bicycles.

(d) Th er e  are fo u r  types o f  village level coopera t ive  groups ,  
viz. coo pe ra t ive  g r oup ,  c o m m o d i t y  g r ou p ,  w o m e n ’s 
g r o u p  a n d  saving  associat ions .  A m o n g  these,  w o m e n ’s 
g ro u p  a n d  sav ing  as soc ia t ions  a re  m a in ly  co nc e rn ed  
wi th  savings  p r om o t i o n .

(e) A ca m p a ig n  en t i t l ed  “ O ne  Deposi t  Book  per  F a r m  
H o u s e h o l d ”  h as  been l a u n ch e d  un de r  which  each 
f a r m er  is to  have  a t  least  one ac cou n t  wi th  the  society.  
Wh en eve r  f a rm  pr o d uc e  is sold the  m o ne y  is credi ted 
to his  acc o u n t .  Wh e n  the society p u r c h a s e s  f a r m 
pr o d u c e  on  b e h a l f  o f  the  go vernm ent ,  the  f a r m er  is 
enc our age d  to  r e t a in  a t  least  20% o f  the  p r ice  in his 
ac co un t .
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(f) In  o r de r  to  induce  savings,  co l l ec t ion  o f  savings 
f ro m  the  saving as soc ia t ions  a re  m a d e  by the  society 
itself.

(g) School  Banks  are set up  in the ru ra l  areas  for  cul t iva ­

t ing  the hab i t  o f  th r i f t  a m o n g  chi ldren .

(h)  Special  a r r an g e m en ts  are m a d e  to collect savings f rom  
fac to ry  worker s  in the f ac tor i es  themselves.

(i) C a m p a i g n s  are con d uc te d  e xh o r t i ng  fa r mers  to  p r ac ­
tice saving in dai ly  life by ec on om is ing  expe nd i tu re  
a n d  avoiding  waste.

I t  shou ld  be m e n t i o n e d  in th i s  con ne c t io n  tha t  the Saemaul  
U n d o n g  (Ne w C o m m u n i t y )  M o v e m e n t  has  he lp ed  the cooperat ive  
move men t  o f  K o r e a  in general  a n d  savings  p r o m o t i o n  act ivi t ies in 
pa r t i cu la r .  In  Saemaul  vil lages,  Saemaul  Savings  G r o u p s  are 
o r gan i sed  wi th  a view to p r o m o t i n g  savings.

Prom otion o f  savings in other countries in the Region

In o the r  coun t r i e s  o f  the region the pe r f o rm an ce  is c o m p a ­
rat ively poor .  As me n t io ne d  earl ier ,  the weakness  o f  the  p r im ary  
a g r i c u l tu ra l  co op er a t i v e  is p r i ma r i l y  r e spons ib le  for this .  M a n y  
p r imar ies  are n o t  viable a n d  they suffer f ro m  inefficient m a n a g e ­
ment .  Because  o f  such op er a t ion a l  deficiencies they have  n o t  
been ab le  to  win the  conf idence o f  the  m em ber s  a n d  the local  
people.  The  subsi s t ence level o f  econ omy  in m o s t  o f  these c o u n ­
tries al so leaves lit tle m a rg in  for  saving .  D ue  to general ly low 
level o f  educ a t ion ,  wha teve r  l it tle surp luses  a re  avai lable wi th the  
lower  m id d l e  c l ass  f a r mers ,  they save on ly  th ro ug h  t r a d i t i o n a l  
me th o ds  like go ld ,  jewel lery,  l ivestock,  etc.  These  a l ong  with the 
p rob lems  o f  c r e d i t  coopera t ives  e n u m e r a t e d  ea r l ier  have c o n t r i b u ­
t ed to  the  genera l  fai lure o f  coopera t ives  in mobi l iz ing subs tant i a l  
s avings .

It  has  been  real ised in al l  co un t r i e s  t h a t  to t a p  avai lab le  
su rp luses  a n d  al so po t en t i a l  su rp luses  th a t  migh t  accrue on 
ac c o u n t  o f  inc rease  in ag r i cu l tu ra l  p r o d u c t i o n  as  well as n o n ­
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f a r m  incomes ,  the  coopera t ives  m us t  r eo rgani se  the i r  funct ion ing  
a n d  mo t i va t e  the  f a r me rs  to t a ke  to  ins t i tu t io na l i s ed  fo rm of  
savings.  Some  beg inn ing  has  been ma d e  in Ne p a l  a n d  Sri L a n k a  
to w ar d s  such a r eo rgan i sa t ion .  In Ne p a l  weak  p r imar ies  are being 
mor e  closely g u i d e d  by a p p o i n t i n g  p rofess iona l  m a na g e rs  so th a t  
they can t ake u p  b a n k i n g  business .  In Sri L an ka ,  Coopera t ive  
R u r a l  Banks  as  a  win g  o f  the  M ul t ip u rp o s e  P r i m ar y  C o o p e r a ­
t ive Societ ies have  been fo rm ed .  They,  a l ong  wi th  the  b ranches  
o f  th e  Peop les ’ B an k ,  p r ov i de  the  ba nk in g  su p p o r t  r equ i red  for 
the  be t te r  func t ion ing  o f  the p r imar ies .  Because  o f  such ac t ion  
Sri  L a n k a  has  been able to  increase its saving  mo bi l i sa t ion  to 
a n  appr ec i ab le  ex t en t  d ur in g  the  las t  two  to  three  years.

Different  co u n t r i e s  have t aken  to dif ferent  m e th o ds  for  
t a p p in g  m o re  depos i ts .  In Bangladesh every t ime a loan  is 
given,  some  co m p u ls o r y  d e d uc t io n  is m a d e  a n d  kept  as depos i t .  
In  T h a i l a n d  every t ime a f a rm er  t akes  a  loan,  5%  o f  the loan 
a m o u n t  is d e d u c t e d  a n d  held as sha re  cap i t a l .  S imi la r ly  in 
N epa l ,  a  society while a d v a n c i n g  loans  to  a  memb er ,  de du c t s  3% 
o f  the loan a m o u n t  a n d  ad j us t s  the sam e  to w ar ds  sha re  cap i t a l  
co n t r i b u t i o n  un less  the m em ber  h imse l f  con t r i bu tes  this  sha re  
ca p i t a l  f r o m  his own  resources.  N epa l  has  a l so  in t ro du ce d  a 
co m p u ls o r y  savings  scheme  as a  p a r t  o f  the new L a n d  Re form 
P ro g r a m m e  un d er  which every l an d -o w n er  a nd  a l so  the t e n an t  
who  cu l t ivates  such l a n d  is r equ i r ed  to  pay  a fixed sum every 
yea r  for  a pe r iod  o f  5 years.  Ear l ier  it was  th o u g h t  to r e f und  
this  a m o u n t  to  the dep os i to r  af te r  the exp i ry  o f  the 5 year  
per iod .  N o w ,  it has  been d ec ide d  to t r an f e r  such a m o u n t s  to  
the  local  coopera t ives  as  share ca p i t a l  c o n t r i b u t i o n s  o f  respect ive 
depos i tor s .

Sri L a n k a ,  however ,  has t a k en  to vo lu n t a ry  me th o d s  for  
mobi l i s ing  a dd i t io na l  savings.  The  Coo pe ra t ive  R u r a l  Ban k  as 
well as the Peop les ’ Ba n k  have  t a k en  up  savings com p a i g n s  
a m on g  school  ch i ld ren .  For  mobi l i s ing  savings a m o n g  p l a n t a ­
t ion  workers ,  mobi l e  vans  wi th  c o u n t e r  faci l i t ies a re  sent  to 
p l a n t a t i o n  a reas  on  pay  days .  Since Sri L a n k a n s  genera l ly  keep 
a p a r t  some  sa v ings  on  ce r t a in  festive occas ions  these Ban ks
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usu a l ly  keep thei r  b r an c h es  open  on  such days  so as  to  enab le  
the  people  to  m a k e  the ir  depos i t s .  In  p a d d y  p ro d uc in g  a reas ,  
co op er a t i ve s  a t t e m p t  to pe r s ua de  the cu l t iva to r s  to save up to  
30% o f  the sale p roceeds  and  a re  usua l ly  successful .  In o r d e r  to 
a t t r a c t  long - t e rm  depos i t s  a new scheme  ca l led ' In v e s t m e n t  
Savings  Schem e’ has  been in t r o d u c e d  u n d e r  which  a d ep o s i to r  
can e a r n  a d d i t i o n a l  inte res t  a n d  s imul t a neo us l y  en joy the faci l i ty 
o f  t a k i n g  a loan  for  co n s t ru c t io n  o f  h o u se  etc. U n d e r  the Daily 
L o a n s ’ Scheme for  the benefi t  o f  sma l l  t r ad e r s ,  l o a n s  are offered 
da i ly  a t  r easonab le  rates a n d  they u n d e r t a k e  to depos i t ,  as 
savings,  a p a r t  o f  the  su r p lu s  they  a re  ab le  to  genera te  in a d d i ­
t ion  to  p a y m e n t  o f  loan  a nd  interes t .  I n  the th r i f t  a n d  saving 
societ ies o f  sa la r i ed employees  a fixed a m o u n t  is d e d u c te d  f rom 
the i r  m o n th l y  sa lary  to be r em i t t ed  to  thei r  savings  account s .  
In  the w o m e n ’s th r i f t  societ ies  me m b er s  mak e  regu la r  deposi ts  
a t  the m o n t h l y  mee t ings  o f  the society.

In S ingapore  the  ma jo r i ty  o f  societ ies are non -ag r i cu l tu r a l  
societ ies o rgan i sed  for  dif ferent  o cc upa t i on a l  groups .  In these 
societ ies the  n o r m a l  prac t ice  is to  d e d u c t  a f ixed sum f ro m  the 
sa lary  o f  the  m em ber s  every m o n t h  a n d  c redi t  it to  thei r  
accoun t s .  The memb ers  a re  a l so en co ur ag ed  to  en ha nce  the 
the r a te  o f  de d u c t i o n  f ro m  salar ies  every year .  To  a t t r ac t  
more  m em ber s  a n d  mor e  savings ,  a w a r d  o f  scho la r sh ips  a n d  
o th e r  fami ly benef i ts  have been i n t r o d uc ed .

In  I n d i a  the p rop or t io n  o f  depo s i t s  to w ork in g  ca p i t a l  in 
respect  o f  the S ta te  Coop era t iv e  Ba n k s  (26),  Di st r ic t  C oo p e ra t iv e  
Ban ks  (341),  P r i m ar y  Agr icu l tu ra l  C r e d i t  Societies (153,808) a nd  
no n- ag r i cu l t u ra l  c redi t  societ ies (17,530) is 51.8%, 45.1%, 6% 
a n d  60% respect ive ly .  I t  may  be seen t h a t  the level o f  savings 
in the case o f  p r i m i r y  agr i cu l tu ra l  c redi t  societ ies is very low. 
The  S ta te  Co o p e ra t i v e  Banks ,  Di s t r ic t  C o o p e r a t i v e  Ban ks  and  
P r i m a r y  Co op era t iv e  Banks  which  n o r m a l ly  offer a lmos t  all 
b an k in g  services as  the commerc ial  b a n k s ,  a d o p t  va r ious  schemes 
for  mobil i sa t ion  o f  depos i ts .  The  p r im a r y  coope ra t ive  ba nk s  a n d  
th e  ag r i c u l t u r a l  c redi t  societ ies a l so a d o p t e d  di f ferent  m e t h o d s  
o f  de pos i t  m o bi l i sa t io n  in d i f fe ren t  S ta te s .  Some  o f  the schemes
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ad o p t e d  for  dep os i t  mobi l i sa t ion  are deta i l ed  below;

1. T h e  C um ul a t iv e  D epo s i t  Scheme .  U n d e r  this  
scheme ,  a fixed su m  is deposi ted  every m o n t h  which is 
r e p a i d  wi th  ac cu m u la t ed  interes t  a t  the  end o f  the 
specified per iod .

2. Th e  Ca sh  Cert i f icate  Scheme.  A cert i f icate for  speci­
fied a m o u n t  is issued for var ious  d e n o m in a t io n s  a n d  
the  a m o u n t  is r epa id  wi th interes t  a t  t he  end  o f  the 
specif ied pe r iod .  Thi s  is specifically des igned to  meet  
the  r e q u i r e m e n t s  o f  peop le  o f  small  me ans .

3. Prize Scheme .  U n d e r  this  scheme members  op en  an 
ac c o u n t  o r  p u r c h a s e  cash cert i f icates a n d  prizes are 
a w a r d e d  to  the p a r t i c ip an t s  by d r aw in g  lots.

4. D u r i n g  the  A l l - Ind ia  Co o pe ra t iv e  Week  C e le bra t io ns  
every yea r  f ro m  No ve m b e r  I4 th  to 20th,  one d ay  is 
d evo t ed  to  p r o m o t i o n  o f  savings a n d  all  cooperat ives  
m a k e  special  efforts to  exhor t  people  a b o u t  the im p o r ­
t ance  o f  savings.

5. In case o f  societ ies u n d e r t a k i n g  m a r k e t i n g  funct ions ,  
a  p o r t i o n  of  the  price o f  the  p r odu ce  ma rk e te d  is 
d ep o s i t e d  in the  ac cou n t  o f  the  m e m b e r  wi th  his 
consen t .

6. In sa la ry -ea rne r s  societ ies,  r eg u la r  de d u c t i o n s  are 
m a d e  f ro m  the  sa lary  o f  m e m b er s  wi th  the ir  consent  
a n d  c re d i t ed  to the i r  accoun t s .  A p o r t i o n  o f  the loans 
t aken  f ro m  the  society is a l so  kep t  as depos i t s .

7. A D epos i t  In su ra n ce  Scheme has  been evolved un d er  
which  dep os i t s  u p to  Rs .  10,000 is in su r ed  a n d  this  is 
u n d e r  im p l em e n ta t i o n  in some  States .

8. In the S ta te  o f  ICerala, a dep os i t  mobi l i sa t ion  
c a m pa ig n  was l a u nc he d  in Apri l  1976 by obse rv ing  
the  m o n t h  as D epo s i t  M obi l i sa t ion  M o n t h .  All  the 
co o p e r a t i v e  c re d i t  o r g a n i s a t i o n s  o f  the S ta te  pa r t i c i ­
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p a t ed  in th e  c a m p a ig n  and  mobi l i se d  Rs.  260 mil l ion 
ag a i ns t  the  t a rge t  o f  Rs.  220 mil l ion.

9. Th e  S ta te  Co o p e ra t i v e  Banks fix t a rge t s  for  depos i t  
m ob i l i sa t io n  for  Dist r ic t  Coo pe ra t ive  B a n k s  and  in 
the  case o f  b a n k s  which  achieve the m a x i m u m  depos i t s  
shie lds  a n d  pr izes  as incent ives,  a re  a w a rd e d .

10. For  p r o m o t i o n  o f  savings S t a t e  Coope ra t ive  Banks  
a n d  Di s t r i c t  C oo p e ra t iv e  Ban ks  im p l e m e n t  Branc h  
E xpa ns i on  P ro g r am m es  accord ing  to  specified 
p lans .

11. U n d e r  the M u t u a l  A r r a n g e m e n t  Scheme,  facil i t ies 
are given by the  S tate a n d  Dist r ic t  Coop era t iv e  B a n k s  
for  r em i t t an c e  o f  f u n d s  f rom one pa r t  o f  India to 
a n o t h e r .  Th i s  serves as an  e n c o u r a g e m e n t  for  dopos i-  
tors  to  o p e n  ac co un t s .

12. Some  Dist r ic t  C oo p e ra t iv e  Ban ks  have evolved 
schemes for  g iv ing ba n k i n g  c o u n t e r s  free to those 
p r i m a r y  societ ies which  a re  able to  mob i l i se  specified 
su m s  o f  a d d i t i o n a l  de p o s i t s  du r ing  specified pe r iods .

13. Some  o f  the  p r im a r y  coo pe ra t ive  societ ies  have  a d o p ­
ted M in i  D e p o s i t  Schemes  un d er  which  Savings Boxes 
are  d i s t r ib u t ed  to  ch i ld ren  a n d  the  staff  o f  the societ ies 
mak e  co l l ec t ions  by visi t ing their  homes  regularly.  
Prizes are a l so  a w a r d e d  when  the sav ings r each spec i­
fic levels.

In  a lmos t  all c o u n t r i e s  va r ious  m e th o d s  a re  a d o p t e d  a n d  
special  ca mp a i gn s  a rc  o r g an i s e d  for mobi l i sa t ion  o f  savings a t  the 
t i m e  o f  ce leb ra t ion  o f  I n t e r n a t i o n a l  a n d  n a t i o n a l  coopera t ive  
weeks o r  a t  per iod ic  in te rval s .  T h o u g h  such occa s i ona l  efforts 
help ,  they in m o s t  cases  lack the  c o n t i n u i ty  o f  effort  a n d  the 
pe r s o na l  a p p r o a c h  o f  the Ja pa ne se  coopera t ives  by which the 
societ ies are able  to e s t ab l i sh  ind iv idua l  co n t a c t  wi th  thei r  
memb ers .
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M ethods to be adopted for D eposit M obilisation

The Semin ar  suggested  the fo l lowing  method* for im p r o v ­
ing the depos i t  mobi l iza t ion  act ivi t ies o f  cooperat ives.

1. De ta i l e d  s tudy  o f  the  ec o n om y of  the f a rm  ho use ho lds  
in the  a re a  o f  o p e r a t i o n  o f  each society may  be u n d e r ­
t a k en  wi th a view to  ident i fying the sources  o f  in co me  
a n d  to de te r mine  poss ibi l i t i es  of  savings.

2. F a r m  gu ida nce  a n d  be t t e r  l iving gu idance  services as 
in the  case o f  J a p a n  m a y  be p ro v id ed  with a view to  
max imis ing  the  income  o f  the me m b er s  a n d  m ak ing  
them saving conscious .

3. Savings schemes  m a y  be fo rm u la te d  for  specific p u r ­
poses like ed u ca t i o n  o f  chi ldren ,  marr i age,  rel igious 
ce remonies a n d  acqu i s i t ion  o f  assets;  a n d  me m be r s  m a y  
be en co ur age d  to save for  these pur poses  th ro u g h  
sepa ra te  accoun t s .

4. Societies u n d e r t a k i n g  m a rk e t in g  o f  f a rm  produce  may  
encourage me m b er s  to  have  the sale proceeds  r e t a ined  
by the societ ies in the ir  ac co un t s  a n d  to  save a t  least  
a  p o r t io n  o f  the  sale proceeds.

5. W o m e n s  Clubs ,  Y o u t h  C l u b s  and  Saving G r o u p s  may 
be o rgani sed u n d e r  the  ausp ices  o f  the  society to  
f ac i l i t a t e  p r o m o t i o n  o f  savings.

6. On e  day  o f  every m o n t h  m a y  be obse rved as ‘Savings 
D a y ’ a n d  the off ice-bearers  o f  the society a n d  m em ber s  
o f  the staff  may  c o n d u c t  a  house - to -house  c a m pa ig n  
on  th a t  day  to col lect  savings.

7. Se p ar a te  depos i t  mo b l i sa t i o n  ca mp a i gn s  may  be 
o rgani sed du r i ng  d i s b u r s e m e n t  o f  bo n u s  a n d  pe r iod s  
o f  harvest .

8. A  su i t ab le  m o u t h  in a year  may  be dec la red as  Dep os i t
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M ob i l i sa t i on  M o n t h  by t h e  g o ve r nm e n t  a n d  intensive 
ca m p a i g n s  may  be o rgan i sed  for  dep os i t  mobil i sa t ion  
by th e  g o ve r n m e nt  and  the  Co o p e ra t i v e  Mo v e me n t .

9. Schemes for  insu rance  o f  dep os i t s  wi th  cooperat ive  
societ ies  may  be fo rm ul a te d  a n d  im p l em e n te d .

10. Proper  t r a in in g  may  be given to  th e  staff o f  co o p e r a ­
tive societ ies in t echniques  o f  deposi t  m ob i l i sa t io n  a n d  
b a n k i n g  pract ices.

Cooperative Insurance

A dvantages o j C ooperative Insurance

Th e  se m in a r  d i scussed  the  va r i ou s  ad v an ta ge s  o f  u n d e r ­
t a k ing  ins u r anc e  by coopera t ives  a n d  l is ted th e  fo l lowing  m a jo r  
ad va n ta ges .

1. Provision o f  Insurance Coverage f o r  the R ura l People

M o s t  co m me rc i a l  in su rance c o m pa n ie s  a re  conce rn ed  wi th 
the ins u r an c e  bus iness  wi th  the u r b a n  peop le  as  the i r  inco mes  
are  m o re  s t able .  T he  ru ra l  p o p u la t i o n  o f  the S ou th -E a s t  Asian 
count r ie s  a re  most ly  engaged  in ag r i cu l tu re  a n d  hence the  income 
level t ends to f luctuate ,  d e p e n d in g  o n  the sys tems o f  cul t iva t ion  
ad o p t e d  a nd  a l so  the o the r  external  a n d  in te rna l  f ac to r s  which 
inf luence the ag r i cu l tu ra l  income .  There  is no  system o f  p r o t ec ­
t ion  for  the l u i a l  peop le  as p io v i dc d  to  the  ci ty peop le  by the  
insu rance com pan ie s .  Th e  coopera t ive  ne t w o r k  o f  all coun t r i e s  
in the  region covers even the  r emo tes t  vi l lages a n d  has  d i r ec t  and  
close c o n t a c t  wi th  the ru ra l  p o pu la t i on .  The  a i m  o f  the co o p e­
ra t ives  obv ious ly  is the  welfare o f  their  me mb ers .  I m p l e m e n t a ­
t ion  o f  a  sys tem o f  cooperat ive  ins u r anc e  w o u ld  help  a  great  dea l  
in achieving this  object ive.

2, Protect the m em hcr-farm ers and rural m asses fr o m  C om m ercia l 
Insurance C om panies

The  C o o p e ra t i v e  In su ra n ce  System is des igned  to  p rovide 
rel ief  to  m e m b er - fa r m ers  a n d  ru ra l  peop le  aga ins t  r isk factors
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a nd  unfo reseen  c i rcums tances .  In o rder  to  f ac i l i t a te  even the 
low income p eo p l e ’s pu rc h a s i n g  policies the  p rem ia  a re  kep t  as 
low as possible.  M a i n  object ive o f  the Co op era t iv e  In su ra nc e  
System is to  p rovide  th e  bes t  service at  least  cos t .  H en ce  the 
Coopera t ive  I n s u r a n c e  System prov ides  an o p p o r tu n i t y  to  the  
weaker  sect ions o f  the society to receive ins u r anc e  p ro tec t io n .

3. A ccum ula tion  o f  Insurance Funds and Investm ents

Mos t  ru ra l  bas ed  coopera t ives  are faced wi th  the  p rob lem 
o f  secur ing f un d s  for  w or k i ng  cap i t a l ,  i nve s tm en t  a n d  i n f ra s t r u c ­
tu ra l  deve lopment .  O n e  m e th o d  o f  ac cum ula t i ng  fu nds  is engag­
ing in insu rance  bus iness  by the cooperat ives.  Thi s  me tho d  has 
been successful ly a d o p t e d  in coun t r i e s  like J a p a n ,  the Rep ub l i c  
o f  K ore a ,  M a la y s i a  a n d  the Pfi i l ippines.

4. S trengthening  o f  R ela tions betw een the m em bers and  the Coope­
ratives

Th3 s t r eng th  o f  a cooperat ive  lies in its memb ers h ip .  The 
cooperat ive  prov ides  the  m em ber s  wi th  thei r  cu l t iv a t ion  in pu t s  
inc lud ing credi t ,  a n d  u n d er t a k es  ma rke t in g  o f  thei r  p r od u ce  and  
o th e r  related ac t iv i t i e s  such as  f a r m in g  gu ida nce  etc.  All  these 
act ivi t ies  a re  d on e  for  its me mb ers  wi th  the  u l t i ma t e  goal  of  
p roviding  the m e m b e r s  a  higher  s t a n d a r d  of  l iving.  Prov is ion  o f  
ins u r anc e  coverage aga ins t  f ac to rs  o f  r isk,  w o u ld  n o  d o u b t  
en ha nce  the object ive  o f  the coo pe ra t ives .  In o t he r  words  it 
becomes a n  integral  service in its to t a l  p l a n  o f  ac t ion  to  achieve 
the object ive o f  a higher  a n d  a b e t t e r  s t a n d a r d  o f  l iving for its 
members .  T h e  p rovi s ion  o f  this  service wou ld  obv ious ly  help to 
s t r en g t hen  the soc ie ty’s r e l a t ionsh ip  with its me m be rs h ip .

5. P ropagation o f  the  Cooperative M ovem ent

The sixth p r incip le  o f  coo p er a t i on  is “ coope ra t ion  am on g  
co ope ra t ive s”  a t  local ,  na t io n a l  a n d  in te r n a t io n a l  levels.  The 
i n su r an c e  f u n d s  a c c u m u la t e d  a t  coopera t ives  can  a l so  be ut i l ised 
to  p rovide  f inancial  he lp  to  the needy coopera t ives  wi thin the 
sa m e  region in a  co u n t r y  o r  for  a  different  region in  the sam e
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co u n t ry  o r  for  the  e s t ab l i sh me nt  o f  a  w o r l d  coopera t ive  ins u ra n c e  
fund.  In  J a p a n ,  for  example ,  the  savings  por t io n  o f  the  insur ­
ance  fu nd  in agr i cu l tura l  coope ra t ive s  a re  channel l ed  to  the 
p r e fec tu ra l  in su rance  fede ra t ions  to  be u ti l ised to p rov ide a ss i s­
t an ce  to  the  needy  coopera t ives  o f  the  sa m e  p refec tu re .  I f  the 
a c c u m u l a t e d  f u n d s  o f  the insu rance  p r em ia  are pooled to a world  
coope ra t ive  f un d ,  the  r equi red  ca p i t a l  for  the  d e v e lo pm e n t  o f  the 
coop er a t iv e  mo v e m en t  o f  the deve lop ing  coun t r i e s  can  be o b t a i n ­
ed a t  com pe t i t ive  rates.

6. P rovision o f  Loan  F acilities to M em bers

L o a n  faci l i t ies  to m e m b er s  can  be p r ov id ed  a t  lower  
in te res t  r ates  if  fu n ds  are ava i lab le  by ac cu m u la t io n  o f  insu rance 
p r em ia .  T h e  insu rance  pol icy can  be su r rendered  as the  co­
l a t e ra l  fo r  secur i ty  a n d  th u s  fo rmal i t i e s  t h a t  a re  r equi red  for  
o b ta in in g  a loan can  be simplif ied.  T h e  sys tem o f  giving a loan 
over  the  co u n t e r  aga in s t  the secur i ty  o f  the pol icy is p rac t i ced  by 
the  M a la y s i a n  I n su ra n c e  Coop era t iv e  Socie ty (MCIS) ,

7. Provision o f  w elfare fa c il i t ie s  to m em bers

Co o p era t iv e  insu rance does  n o t  a i m  at  mak ing  large su r ­
pluses .  A  p or t io n  o f  the surp lus  is uti l ised for the provis ion o f  
welfare  faci l i t ies to members .  F o r  ins t ance ,  in J a p a n ,  r eh ab i l i t a ­
t ion  cen tres  a n d  medica l  exa m in a t io n s  for the  pol icyho lde rs  are 
p r o v i de d  f ro m  the  surpluses.  M o t o r  bo a t  r epa i r  facil i t ies a n d  
emergency m o t o r  vehicle r epa ir  fac i l i t i es  are p rov ided  in the 
Re p u b l i c  o f  K o r e a  a n d  M a la y s i a  respect ively.

8. E duca tiona l fa c ilit ie s

Th e  sale o f  insu rance policies m e an s  educ a t ing  the people for  
saving  a ga in s t  r isk a n d  unforeseen c i r cu ms t an ce s .  By p rovis ion 
o f  insu rance  faci l i t ies a coopera t ive  cou l d  ed uc a t e  even the y o u n ­
ger gen er a t i on  in the  h ab i t  o f  thrift .

9. A ssistance to nation building

I n v e s tm e n t  in go ver nm en t  b o nds  a n d  g u a r a n te e s  a n d  al so 
p rov i s ion  o f  we l fa re  facil i t ies wou ld  help the n a t io n a l  economy.
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Co o p e ra t i v e  ins u r anc e  can  assis t  t h e  g o v e r n m e n t  in a c o n s id e r a ­
ble  way by c o m p l im e n t in g  their  wel fare  act ivi t ies.  The  govern ­
m e n t  then wo ul d  be ab le  to  ut i l ise some  o f  the  f un d s  set ap a r t  for 
wel fare act iv i t ie s  for  o th e r  de v e lo pm e n t  w oik .

Different Cooperative Insurance System s in the Re«ion

The  sem ina r  exa mi ne d  the Coo pe ra t ive  I n su ra nc e  Systems o f  
the Phi l ipp ines ,  Ma lays ia ,  the Repub l i c  o f  K o r e a  a n d  Ja p an  a n d  
n o te d  the fo l lowing  :

Cooperative Insurance System  of the Philippines

T h e  Coo pe ra t ive  In su ra nc e  Sys tem o f  the  Ph i l ipp ines  is 
o rg an i se d  on  a tw o  t ier  system.  The Coo pe ra t ive  Insura nce  Sys­
t em o f  the Ph i l ipp ines  (C I S? )  a t  the n a t i o n a l  level and  the  Sama-  
h an g  N a y o n s  (SN)  a t  base level. The  cooperat ive  insu rance 
business  was  s t a r t ed  on 1st O c to be r  1974 a n d  o n l y  one  type o f  
pol icy has  been m a rk e te d  namely  the  G r o u p  Life Year ly  Re ne ­
wab le  I n s u ra n c e .  Thi s  insu rance  seheme is o pe r a t ed  th r o u g h  the 
S a m a h a n g  N ay o n s .  The members  o f  S a m a h a n g  N a y o n  ca n  insu re  
to a  m a x i m u m  o f  Pesos 5,0C0 and  to a m i n i m u m  of  P 2,000.

Th e  p r em i um s  are col lected th ro ug h  the S a m a h a n g  Nayons ,  
a n d  c l aims  a r e  se t t led t h r o u g h  the same channe l .  C laims  are 
se t t led expedi t ious ly .  Th is  is poss ible  because fu n ds  o f  the  
S a m a h a n g  N a y o n s  can  be advanc ed  to membe rs  for se t t l ement  o f  
cl a ims un d er  ce r t a in  bui l t - in con t ro l  systems.  These  a re  later  
r e imbursed by CISP.

P re p ar a t o r y  to  bu i ld i ng  up exper ience on  non-l i fe insu rance 
a n d  to  be able  to  service the non-l i fe in su ran c e  need s  o f  its m e m ­
bers,  C I S P  is n o w  engaged in some  non- l i f e ins u r anc e  business 
as  a n  agent  o f  o the r  insu rance com pan ie s .  Even tua l ly  the target  
is to es t abl i sh  a s is ter  Gene ra l  In su ra nc e  C o m p a n y .

Cooperative Insurance System  in M alaysia

The  M a la y s i an  Coope ra t ive  In su ra n ce  Society (M C I S)  is a 
second ary  society,  The  by- laws o f  the society p r ov ide  th a t  the 
m em b ers h ip  o f  the society is open to all who a re  insurab le .  Thi»
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qua l i f ica t ion  is to co nf o r m  wi th  s o un d  ins u r anc e  p rac t i ce .  The 
share  ho l de r s  o f  the  society are the  coopera t ive  en te r p r i ses  in 
Malays ia .  The society has  over  120,000 pol icies in force.

The  o r g an i s a t i o n a l  set up  consi s t s  o f  a B o a r d  o f  Di rec to r s  
com pr i s ing  14 d irec tor s .  The  m e m b e r  coo pe ra t ive  en te rp r i ses  
elect  9 members  a n d  rep resen ta t ives  o f  the po l i c yho lde r s  elect 5 
members .  Th e  Regi s t r ar  o f  Coo pe ra t ive  Societies or  his  nominee  
is in the  Boa rd  as a n  ex-officio di r ector .

T h e  G ene ra l  M a n a g e r  is the Ch ie f  Execut ive u n d e r  wh om 
th e re  are two Ass i s t an t  G e n e r a l  M a n a g e rs ,  D iv is ional  Ma na g e rs ,  
M a n ag e rs  a n d  the field staff.

The society m a rk e t s  a wide var ie ty  o f  long- te rm a n d  s h o r t ­
t e rm  ins ur anc e  policies.

A r em a rk a b le  f ea tu r e  o f  its ope r a t ion  is the in v es tm en t  of  
f un d s  in coope ra t ive  a n d  p r ivate  sector  o rg an i s a t io ns .  In some 
p r ivate  sector  o rg an i sa t io n s  the M C I S  has the  con t ro l l ing  interest .  
The bus iness  o p e r a t i o n s  o f  the  M C I S  is, a t  p resen t ,  conf ined to 
the  u r b a n  areas .  But  the M C I S  is h o p in g  to spread  its in su rance  
business  to the ru ra l  a reas  in the ne a r  future.

Cooperative Insurance System  in the Republic o f  Korea

M u tu a l  ins u r anc e  services  o f  a g r i c u l tu ra l  coopera t ives  in the 
R ep ub l i c  o f  K or ea  was  s t a r t ed  wi th a d a m a g e  i ns u r an c e  p r o ­
g r a m m e  in 1961. In a d d i t i o n ,  life in su r a n c e  p r o g r a m m e  was  
u n d e r t a k e n  in 1965.

T h r o u g h  the m u t u a l  insu rance iervice,  f a r me i s  have been 
p r ov i ded  wi th  o p p o r tu n i t i e s  to keep life and  p r o p er ty  insured  
a ga in s t  loss, a nd  a sys t em o f  social  securi ty has  been es t ab l i shed  
in  ru ra l  areas.  Moreover ,  a large a m o u n t  o f  m u t u a l  insu rance  
fu nd s  is p r o v id ed  for  long- te rm inves tmen t  in the  ag r i c u l t u r a l  
sector .

I n  1975, a g r i c u l tu ra l  coopera t ives  began  to sell sho r t - t e rm 
life insu rance  a n d  fores t  fire insu rance policies.

26



The ag r i cu l tu ra l  coopera t ive  insu rance  service is r en dered  
t h r o u g h  the na t ion wid e  coopera t ive  sys tem.  The  N a t i o n a l  A g r i ­
cul tu ra l  Co op era t iv e  F ed er a t io n  ( N A C F )  dea ls  wi th  th e  r e insu­
r ance  o f  co un t y  co o p er a t iv e  pol icies  such as life insu rance  a nd  
l ives tock  insu rance.  Mo reo ve r ,  N A C F  sells the o r ig ina l  policies 
o f  fire, fores t  fire a n d  d e p o s i t o r s ’ insurance.  N A C F  al so pe r f o rm 
the i m p o r t a n t  fun c t i on  o f  deve loping new insurance  policies and  
im p r o v in g  a n d  superv i s ing  the  overal l  op e r a t i o n a l  p ro ced ure s  o f  
the a g r i c u l tu ra l  coope ra t ive  ins u r an c e  business .

C o u n t y  coopera t ives  sell o r igina l  in su rance  policies o f  life 
in su ranc e  a n d  l ivestock insu rance .  In add i t io n ,  they ac t  as  an  
ag en t  for N A C F ,  sel l ing fire, fores t  fire a n d  dep os i to r s  insu rance 
pol icies.  Since the p r im a ry  ag r i c u l t u r a l  cooperat ives  were l arge 
in size by a m a l g a m a t i o n ,  they have s t a r t ed  selling policies o f  life 
a n d  l ivestock insurance.

Structure o f Cooperative Insurance Service

Menibers-Farraers In sur ed

P rim aiy  C ooperatives

f  Agen t  Service
I

Life In su ra nc e
I
L Lives tock  Insura nce

County Cooperatives

f  O r i g i na l  I n s u r a n c e  Policy
I
j Life In su ra nc e
1
I Livestock Insurance
I

Agent  Service
I
1 Fire  Insu rance
I
[ Fores t  F ire  Insu rance 
I

D e p o s i to r  Insu ra nce
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f  R e i n s u r a n c e  o f  C o un ty  C o o p
I Pol icies
I
I Life I nsu ran ce
1

N at i ona l  Agricul tura l  j Lives tock In su ra n ce
i

Coopera t ive  Federat ion [ Or ig ina l  In su r an ce  Pol icy
I
I F ire  In su r an ce
I
I Fo res t  F i re  Insu ra nce
I
1̂ Depo s i to r  In su r an ce  

Coope ra t ive  Insurance in J a p a n

A gr i cu l tu ra l  coopera t ives  are o rgan i sed  in J a p a n  on  a three  
t ier  sys tem.  S ingle-purpose a n d  m u l t ip ur po se  coopera t ives  n u m b e r ­
ing a lm o s t  16,000 a n d  4 ,900 respect ively op era te  a t  base level. 
T he  m u l t ipu rp ose  ag r i cu l tu ra l  coopera t ives  u n d er t a k e  a n u m b e r  
o f  fu nc t ions  and  insu rance is one  o f  the im p o r ta n t  act ivi t ies.

T h e  m ul t i pur pos e  a n d  s in g l e -purpose  coopera t ive  societ ies 
are f ed e ra ted  a t  p r e fec tu ra l  level on  funct ional  basis.

Th e  per fectural  f e d e ra t io n s / un io n s  a re  r e fede ra ted  a t  
na t io n a l  level in to  special ised n a t io n a l  level f e d e ra t i o n / C e n t r a l  
U n i o n  o f  A gr i cu l tu ra l  Co ope ra t ives .

The insu rance sys tem o f  the ag r i cu l tu ra l  coopera t ives  are 
c o n d u c te d  t h r o u g h  the three  t ier  sys tem namely,  p r i m a ry  societ ies 
as  u n d e r w r i t e r s ,  the p re f ec tu r a l  in s u r anc e  fede ra t ion s  as the  
r e ins ur e r s  a n d  Z en k yo r en ,  the na t io n a l  level f ed e ra t io n ,  as the  
ins u r e r  accep t ing  ret rocession.  The o r g an i s a t io n  a t  the  three 
levels a rc  mutua l ly  con ne c t ed  for  the  p u r p o s e  o f  the  sp rea d  o f  
r isk.  The m a in  funct ions  o f  the th ree  o r gan i sa t io ns  a re  sh o w n  
below.

P rim ary Socie ty  : P r o m o t i o n  o f  sales o f  new bus iness  a n d
m a i n te n a n c e  o f  the exis t ing c o n t ra c t s  unt i l  thei r  m a tu r i t y ,  p a y ­
m e n t  o f  insu rance  money;  d i r ec t  bus ine ss  o f  l end ing  f un ds ,  
ac t ivi t ies  as co n s u l t a n t s  to m e m b e r s  in r e l a t ion  to insu rance  
bus iness .
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P refec tu ra l Insurance Federations  : Act ivi t i es  o f  g u i da nce
to the p r i m a r y  societies; e x a m in a t i o n  o f  un derw r i t ing ;  a d j u s tm e n t  
o f  c l a ims ;  inves tmen t ;  ac t ivi t ies  to  p r o m o t e  the  welfare o f  the 
members .

Z en kyo rcn  : Act ivi t ies  o f  p l a n n i n g  a n d  a d j u s t m e n t  c on ­
ce rn ing  th e  agr i cul tu ra l  coopera t ive  ins u r anc e  bus iness  in general ;  
business  of  l ia ison wi th the g ov e r n m e n t ,  act ivi t ies o f  gu ida nce  
to  p re fec tu ra l  in su rance fede ra t ions ;  a n d  cent ra l i sed  business  
process ing by means  o f  compute r s .

Need for establish ing Cooperative Insurance System  in other 
countries in the Region

The  se minar  felt t hat  coope ra t ive  In su ra n ce  shou ld  be a d o p ­
ted in al l  coun t r i e s  in the  region.  In  the  first i ns t ance,  it should  be 
a d o p t e d  for  only long t e rm life a nd  e n d o w m e n t  life till sufficient 
expe r i enc e  is gained  in o r gan i sa t iona l  a n d  opera t iona l  a spec ts .

The se m in a r  felt t h a t  the m o s t  de s i r ab le  o rgan i sa t io n  for 
co un t r i e s  with in  the  region w ou ld  be a sepa r a te  cooperat ive  
insu rance  society a t  na t iona l  level wi th  its mem bersh ip  conf ined 
to  the  p r i m a r y  mu l t ip u rp os e  co o pe r a t iv e  societ ies.  The  init ial  
sha re  ca p i t a l  s ho u ld  be co n t r i b u te d  by the  mu l t ip u rp os e  c o o p e r a ­
tive societ ies .  I f  t he  r e q u i r ed  a n d  des i r ed  sha re  ca p i t a l  c a n n o t  
be o b t a i n e d  f rom the m ul t ip u r p o se  coo pe ra t ive  societ ies,  the 
deficit a m o u n t  sh ou ld  be raised f rom  o the r  cooperat ive  in s t i tu ­
t ions  such  as cooperat ive banks .

T h e  se m in a r  was o f  the o p in ion  tha t ,  in the first i n s t ance,  
the re  sh ou ld  be ce n t ra l  con t ro l  o f  all bus iness  act ivi t ies inc luding 
the  issue o f  policies and  the m u l t ip u r p o s e  cooperat ives sh ou l d  
ac t  mere ly  as  agen ts .

Th i s  sys tem would ,  no  d o u b t ,  assist  in bu i ld ing  u p  a 
specia l i sed  staff. As the vo lu me  o f  bus iness  increases  a n d  the 
staff  at  na t i on a l  level a n d  society level ac qu i re  experi ence a 
d e c en t r a l i s a t io n  p r o g r a m m e  shou ld  be u n d e r t a k e n  a nd  o the r  
types  o f  long a n d  shor t - t e r m life a n d  non-l i fe insu rance business  
a l so sh ou l d  be included .
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Observations in the Republic o f Korea

After  the me rge r  o f  the  Kore an  A gr i cu l tu ra l  Ban k  a n d  the  
Agricu l tu ra l  Coopera t ives  in 1961, the  a i m  of  p roviding  bet ter  
a n d  unif ied service to  the f a r mer  has been largely sa t isf ied.  Wi th  
com ple t ion  o f  r eo r g an i s a t io n  a n d  a m a l g a m a t i o n  o f  ri (village) 
societ ies,  t he  p r i ma r ie s  are now  s t rong a n d  viable.  Th e  co op e ra ­
tives are m u l t ip u r p o s e  n o t  only a t  p r ima ry  level,  b u t  a l so  a t  Gun 
(C oun ty  o r  Ci ty)  a n d  na t ion a l  levels. O ne  o f  the  ma in  r easons 
for  the successful  p e r f o r m an ce s  o f  p r im a r y  coopera t ives  has  been 
the process  o f  a m a l g a m a t i o n  by which  more th a n  20,000 p r i m a ry  
coopera t ive  societ ies were r eorgan ised in to  1545 large-size socie­
ties.  The S ae m au l  U n d o n g  ( the New C o m m u n i t y  M ove me nt  of  
Kore a )  has  con t r ibu ted  subs tan t i a l ly  to the  o rgan i sa t ion  a n d  deve­
lo p m e n t  o f  the  Coope ra t ive  M o ve me nt  in the Re p u b l i c  o f  Korea.  
The New  C o m m u n i t y  M ov em ent  a ims a t  ec onomic ,  social  a n d  
spi r i tual  d ev e lo pm e nt  o f  the villages.

Agr icu l tu ra l  coopera t ives  a im at  giving al l  services to  the 
me m b er - fa r m ers  a n d  to  mee t  all the ir  needs,  pa r t i c u la r l y  for  agr i­
cu l tu ra l  p ro d uc t i o n .  T h ey  a l so  a t t em pt  to impro ve  the lives o f  f a r ­
mers  and  thei r  f amil ies .  N o w  the  ag ricul tural  coopera t ives  give a b o u t  
90% o f  the tota l  lo a n s  m a d e  ava i lab le  to  agr i cu l ture  by all b an k i ng  
ins t i tu t ions  o f  the  c ou n t r y ;  they exclusively d i s t r ib u t e  all chemical
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fer t i l isers a n d  a l so  m o r e  th a n  h a l f  o f  f a rm chemical s  used  by fa r ­
mers.  The coopera t ive  marke t ing  sys tem has  helped  to  marke t  
the  p r od uce  o f  the f a rm ers  a n d  a l so meet  the ir  c o n s u m e r  needs to 
a large extent .  G u i d a n c e  a n d  e d uc a t io n  p r o g r a m m e s  have  helped  
in m o d ern i s ing  farming  m e th od s  a n d  mode rn i s in g  ways  o f  lives o f  
ru ra l  people.

The d is t inct ive  f ea tu res  o f  the  N a t i o n a l  Agr icu l t u ra l  C o o p ­
era t ive F e d e r a t i o n ’s ( N A C F )  savings p r o m o t i o n  dr ive a re  to  :

a) P rov ide  b a n k i n g  services to both the u r b a n  a n d  ru ra l  
a reas ,

b) P rov ide M u t u a l  Cr ed i t  a n d  Sav ings  P ro gr am m e 
( M C S P )  in the  p r im a ry  cooperat ives  in ru ra l  a reas  
th r o u g h  b an k i n g  business ,

c) ac t  as  the sole b a n k i n g  ins t i tu t ion h a n d l in g  ag r i cu l tu ­
ral c redi t  for  farmers ,

d) t r an s f e r  the idle fu n ds  o f  u r b a n  a reas  in to  the  ru ra l  
sector ,  a n d

e) bec ome  se lf - re l i ant  in f inancing the ag r i c u l t u r a l  funds  
r equ ired  by me mber - fa rmers .

In  u r b a n  areas  where  more su rp luses  a re  ava i lab le  special  
em ph as i s  is la id for  p r o m o t i o n  o f  savings w i th  a view to t r a n s ­
fer ring  such fu n d s  to the  ru ra l  sector  for f inancing agr i cu l ture  a n d  
al l ied act ivi t ies.  Local  savings p r om ot i on  meet ings  are held to 
m ot iv a t e  the p r ospec t iv e  depos i tor s .  T o  p r o m o te  hou seho ld  
depos i ts ,  t he  cooperat ives  p rov ide to the depos i to r s  services like 
p a y m e n t  o f  ut i l i ty  cha rg es  a n d  taxes to government  t h r o u g h  their  
acco un t s .  Dif ferent  types  o f  ins t a lmen t  dep os i t  schemes have 
been in t roduced  for  en c o ur ag i ng  savings for  v a r io u s  p u r po se s  like 
edu ca t i on  o f  ch i ld ren ,  pu rchase  o f  househo ld  goods  etc.  The 
cooperat ives  mobi l ise depos i t s  f ro m  publ ic  o r gan i sa t ions  and  
local  gove rn me nts  also.  Ass i s t ance o f  l ead ing  pub l i c  men  o f  the  
local i ty  is o f t en  sol i ci t ed in secur ing mor e  business .  All  these 
s teps have y ie lded good resu l t s  a nd  the  a nn u a l  g r ow th  ra t e  o f  
u r b a n  savings is 22.2%.
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In the ru ra l  areas ,  t he  M utu a l  Cr ed i t  a nd  Sav ings  P r o ­
g r a m m e  ( M C S P )  sys tem was s t a i t e d  in 1969 a t  th e  ‘M y o n '  level 
p r im ary  cooperat ives  wi th  the pur pose  o f  mobi l is ing small  a m o u n t  
o f  idle fu nd s  scat t ered  in ru ra l  areas  a n d  to  use th e m  for  f a r ming  
agr i cu l tu ra l  p r o d u c t i o n  a n d  im pr ov e m en t  o f  l iving co nd i t io ns .  
N o w ,  abou t  99% o f  the  p r im a r y  ag r i cu l tu ra l  coopera t ives  have 
ad o p t e d  this  sys tem.

To mobil ise more  savings  the ‘one- t r i l l ion  won savings d r ive ’ 
has  been t a ke n  u p  s ince 1973 a n d  it will co n t in u e  till 1980. Such 
con ce n t ra t ed  effort  will he lp  all conce rned  to  focus a t t en t ion  on 
the  need a n d  des ir ab i l i ty  o f  savings.

Some o f  the o th e r  s teps t a ke n  to mobi l ise  savings  inc lude 
sett ing up o f  school  b an ks ,  ind uc ing  fa rmers  to  de po s i t  thei r  m a r ­
ke t ing p roceeds,  giving preferent i a l  t r ea tm e n t  for  t h e  depos i t s  o f  
the m e m b er - fa r m ers  t h r o u g h  ins t i tu t io na l  a r r an g e m en ts ,  col lect ing 
waste ar t i cles  t h a t  cou ld  be used,  i n t r o du c in g  “ one  pas sb oo k  for  
every h o u s e h o ld ” , c a m p a ig n  where f a rm fami l ies  a re  advi sed  to 
have  at least  one  dep os i t  a c c o u n t  a n d  ut i l is ing ma ss  m ed ia  
for c rea t ing  a n  a t m o sp h e re  co ndu c i ve  to savings.

All these s teps have  yielded good resu l t s  in the  last  few 
years .  By the end  o f  1975, the  f inanical  resources  o f  N A C F  s to o d  
a t  484.6 bi l l ion won  ( U S  §999 mil l ion ) ,  an  increase  o f  15 6% over  
the  year  1974. A lm o s t  53.5% of  this  has  bee n  co n t r i b u te d  th ro u g h  
depos i t s .  D u r i n g  the  yea r ,  depos i t s  inc reased by 20%, whereby  
the  bor rowings  were r ed uc ed  by 12.3%. No w the  to ta l  bo r rowings  
a re  on ly  27% o f  the  w ork ing  capi t a l .  By fo l lowing  dif ferent ial  
inte res t  r a te s  for l end ings  in u r b an  a n d  ru ra l  a re as ,  the N A C F  
h a s  been able  to  squeeze s p e n d i ng  in u r b a n  secto r  a n d  t r ansfe r  the 
surp lus  funds  to ru ra l  cooperat ives  for f inanc ing  agr icul ture.

The ag r i c u l t u r a l  coopera t ives  s t a r t ed  i ns u r an c e  bus iness  in 
1961 with l ivestock a nd  fire insu rance  p r og ram me s .  Life in s u r a n ­
ce, such as e n d o w m e n t  a nd  juveni le  in su r an c e ,  was  in i t i a t ed in 
1965. Sho r t - t e rm  life ins u r anc e  a n d  fores t  fire in t r od u c ed  in
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1975. The  fu nds  mobi l i sed  f ro m  the  insu rance  business  are used 
ma in ly  for  long - te rm in ve s tm en t  in the agr i cu l tu ra l  sector .

C o u n t y  coopera t ives  sell or iginal  insurance pol icies o f  life 
insu ran ce  a n d  l ivestock insurance.  Lately,  some o f  the p r im a ry  
coope ra t ive s  have a l so s t a r t ed  selling such policies. The or iginal  
policies o f  fire, forest  fire a n d  depos i to r s  insu rance are,  however,  
so ld  by the N A C F  a n d  coun ty  coopera t ives  act  only as agen t s  o f  
N A C F  in this field. N A C F  dea l s  wi th  r e insurance  o f  o r ig in a l  
pol icies  so ld  by co un ty  coopera t ives .  I t  also has the i m p o r t a n t  
f u nc t i on  o f  deve lop ing new ins ur an c e  policies a nd  improv ing  a n d  
superv i s ing  the  overal l  o p e r a t i o n a l  p rocedures  o f  the ag r i cu l tu ra l  
coope ra t ive  insu rance business.

Coopera t ive  ins u r anc e  in K o r e a  has  achieved a sus tained 
high  r a t e  o f  g rowth .  N o w  it acc oun t s  for 1!% o f  effective life 

insu ran ce  policies in Korea .  T he  to ta l  p r e m i u m  income  a t  the 
en d  o f  1975 s t a nd s  a t  9 bi l l ion Won,  Th e  opera t ion  fund  has  
in c reased  to W on  39.5 bi l l ion in 1975 a lmost  207 t imes  th a t  o f  
1965. Th e  insu rance  fund is used in ca rry ing  o u t  supf ' ly a n d  
ma rk e t in g  p ro g ram me s  a n d  p ro v id ing  loan as s is tance to f a r mers  
bes ides  inves tmen t s  in t r us t s  a n d  securi t ies as r equi red  u o d e r  the 
law.  The coopera t ive  insu rance  p r o g ra m m e  has not  only p. ' 'ovid- 
ed  ins u r anc e  cover to  the r u ra l  people  to w ho m such services were 
n o t  ava i lable  ear l ier ,  bu t  has  a l so  helped the coopera t ives  bui ld  
up  a large cap i t a l  base for  thei r  mu l t i f a r ious  opera t ions.
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Ol)servalioiis ou the Affricullural Coopeialivt^
ill . lapau

I'he c o o p c r a t j '  r- c rcdi t  s t i u c t u r e  in J a p a n  c o m p r i s e s  o f  mu l -  

t i p u r p c s e  a g r i c u l t u r a l  c d o p e r a t i v e  soc i e t i es  a t  the p r i m a r y  level ,  
p r e f e c tu r a l  c r cd i t  f e d e r a t i o n s  a t  t he  p r c f cc tu r a l  level  a n d  the  

C e n t r a l  t . o o p e r a t i v e  B a n k  for  A g r i c u l t u r e  a n d  F o r e s t r y  ( N o r i n c h u -  

kii \  (5ank) :it tlic nati i .nial  level .  In  a d d i t i o n  to  t he  n u i l t i p u r p o s e  
soci e t i e s ,  in c e r t a i n  s ec to r s  su ch  as f r u i t s  a n d  vege t a b l e s ,  s e n -  

c u l t i n c  an ' i  l i v e s tock  r a i s i ng ,  t h e r e  a r c  s i ng le  p u r p o s e  soc i e t i e s  

o r g a n i s e d  for  mi rkct in ! : ,  the i r  p r o d u c e .  T h e  s i ng le  p u r p o s e  

soc i e t ie s  a i c  n o t  en g a g e d  in c r ed i t  a c t i v i t ie s .  A l m o s t  a l l  o f  t he i r  
m e m b e r s  a r e  c o n c u r r e n t l y  m e m b e r s  o f  t h e  m u l t i p u r p o s e  a g r i c u l ­

t u r a l  co o p e r a t i v e s .

T h e  fi r i i i iary a g r i c u l t u r a l  c o o p e r a t i v e  soci e t i es  ha ve  t h e i r  
c o r r e s p o n d i n g  f e d e r a t i o n s  a t  t he  p r e f e c t u r a l  level which  a r c  o r g a ­

n i s e d  a c c o i d i n g  to specific f u n c t i o n s .  T h e  f e d e r a t i o n s  a i e  o f  tw o  

c a t e go r i e s  (a )  t ho s e  m a i n ly  c o m p o s e d  o f  m u l t i p u r p o s 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  such  as p r c f c c t u r a l  e c o n o m i c  f e d e r a t i o n s ,  p r e f e c t u r a l  
c r e d i t  f e d e r a t i o n s ,  a n d  p r e f e c tu r a l  m u t u a l  i n s u r a n c e  f e d e r a t i o n s ,  

a n d  (b)  t h o s e  c o m p o s e d  m a i n l y  o f  s i n g l e -p u r p o se  a g r i c u l t u r a l  

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

t u r a l  c o o p e ra t i v e  f e d e r a t i o ns .
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In  e a c h  o f  47 p r e f ec tu r e s  o f  J a p a n  t he r e  is a p r e f e c tu r a l  

u n io n  o f  a g r i c u l t u r a l  co o p e r a t i v e s  w ho se  m e m b e r s  a r e  p r i m a r y  

co o p e ra t i v e s  a n d  p r c f ec t u r a l  f e d e r a t i o n s .  Tl iey f u n c t i o n  in the 
a r e a s  o f  g u id a n c e ,  c o o r d i n a t i o n ,  r e s ea r c h  a n d  survey ,  e d u c a t i o n  

a n d  a u d i t i n g  o n  b e h a l f  o f  p r i nu i i y  ag r i cu l t u rn l  c o o p e r a t i v e s  a n d  

p r e f e c tu r a l  f ed e r a t i o n s .

Cach  t ype  o f  f cd e r a l i on  a t  t he  i i r e f e c tu r a l  level is o rg an i s e d  

a t  t he  na t i o i i a l  ievel  i n to  n a t i o n a l  level f e de r a t i o ns .  T he y  ca n  
a l so  be d iv i d e d  i n to  two  ca t eg o r i e s  (a) t h o s e  r e l a t i ng  to m u l t i p u r ­

po se  a g r i c u l t u r a l  c o o p e r a t i v e s  such  as  the  N a t i o n a l  F e d e r a 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  A ss o c i a t i o ns ,  a n d  the N a t i o u n l  M u t u a l  

I n s u r a n c e  F e d e r a t i o n  f . u A g r i c u l t u r a l  C i ' op e r a t i v e s ,  (Z e n k y o re n )  

a n d  (b) t h o s e  r e l a t i ng  to  single p u r p o s e  a g r i c u l t u r a l  co o p e ra t i v e s  
su ch  as  t he  r ' l aUona l  F e d e r a t i o n  o f  T. ivestock C o o p e r a t i v e s  a n d  
t he  N a t i o n a l  F e d e r a t i o n  o f  D a i r y  C o o p e r a t i v e s ,  T h e  p r e f e c tu r a l  

u n i o n s  a r e  f e d e r a t e d  a t  t'ne n a t i o n a l  level i n to  the  C en t r a l  U n i o n  

o f  A g r i c u l t u r a l  C o o p e r a l i v c s .  It a l s o  ha s ,  as  its m e m b e r s ,  p r i ­

m a r y  i g r i c u l l u r a l  cot)p:Mat ives,  p r e f e c tu r a l  f e de r a t i o n s  o f  ag r i cu l ­

t u r a l  co o p e ra t i v e s  a n d  va r i o u s  n a t i o n a l  f e d e r a t i o n s .

At  t l ie n a t i o n a l  level the C e n t r a l  C o o p e r a t i v e  B an k  fo r  A g r i ­
c u l t u r e  a n d  F o r e s t r y  {N 'o r i nc hu k i n  B a n k )  de a l s  w i th  all  f u n c t i o n s  

l e l a t e d  to  b in l cmg a n d  c rcd i t .  T in  > fiu'Clit ii i ,  a t  t he  p r e f ec t u r e  

level ,  IS d o n e  by tlic p r e f ec t u r a !  c r e d i t  f e de r a t i o n .  Al l  s u r p l u s  
f u n d s  o f  tl ic p r e f e c t u i a i  f e de r a t i o ns  an d  t he  p r i m a r y  co o p e r a t i v e s  

a r e  d e p j s i t e d  in t he  p r c f ec iu r a i  c r ed i t  f e d e r a t i o n s  a n d  th i s  f e d e r a ­
t i on  d e p o s i t s  I t s  s u rp lu s  f u a d s  w i th  the  C e n t r a l  C o o p e r a t i v e  Bank .  

N o  othvT p i e f e c t u r a l  f e d e r a t i o a  no r  a n y  s i n g l e p u r p o s e  co op e ra t i v e  
soc i c ty  su c h  a s  o r a n g e  g r o w e r s ’ c o o p e r a t i v e s ,  m i lk  m a r k e t i n g  
c o o p e i a t i v e s  etc.  a r e  a l l owed  to  t a k e  u p  c r e d i t  f u nc t i o ns .  A t  t he  

pr i r i i ary I c v J  on ly  the m u l t i p u r p o s e  soc i e t i es  a r e  en g a g e d  in c r e d i t  
ac t i vi t i es .

T h e  p r i m a l  V a g r i c u l t u r a l  c o op e r a t i \ ' e s  hav e  two  tvj tes  o f  
m e m b e r s  e.g.  r e g u l a r  m e m b e r s  w h o  a r e  f u l l - t im e  f a r m e r s  a n d  

a s s o c i a t e  m e m b e r s  w h o  a re  p a r t - t i m e  f a r m e r s  a n d  n o a - f a r m c r  
r e s i den t s .
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A l l  the  f a rm  hou se ho lds  h a v e  been covered  by the  m u l t i ­
p ur pos e  cooper ; i t ive societ ies .  It is not iced t h a t  the n u m b e r  o f  
r egular  members  is on the  dec rease as more a n d  more  f a r me rs  are 
t a k in g  to n o n - f a n n i n g  o cc upa t i on s .

Th e  m ul t ip u r p o se  ag r i c u l t u r a l  coopera t ives  un d e r t a k e  
fun c t i ons  o f  m a r k e t i n g  c red i t ,  ma rk e t in g ,  supp ly ,  m u tu a l  
insurance,  educ:>tion,  g u id an ce ,  cons ume r  act ivi t ies,  housing  etc.  
Th ey  a l so  un d e r t a k e  social  act ivi t ies  like p rovi s ion  o f  ma r r i age  
services a n d  hea l th  services.

Each  p r im a ry  society  has f a rm  adv i s o r s  and  h o m e  life 
i m p r o v e m e n t  advi sors .  F o r  improv ing  thei r  gu idan ce  activities 
p re fec tu ra l  unions  in a s so c i a t i on  wi th the  C e n t r a l  U n i o n  p rovide 
th e m  wi th  as s is tance  by ho ld in g  t r a i n in g  courses  for  f arming  
a nd  hom e  life im pr ov e m en t  advi so rs .

J a p a n e s e  f a r mers  have  subs t an t i a l  i ncome  f ro m  farm 
p ro d u c t i o n  t h a n k s  to the  ag r i c u l t u r a l  bo o m  in the  co u n t ry .  The 
n on - fa rm  income o f  f a rm  h ou se h o ld s  is even higher .  In  fact, 
a b o u t  60";^ o f  tlic to ta l  i nc o m e  o f  a f a rm ho use ho l d  is derived 
f rom non-; ig r i cul tural  oc c up a t io ns .  Because o f  ?mal l  holdings  
a n d  a l so  m e ch a n i sa t i o n  o f  ag r i c u l t u r e  it is n o t  necessa ry  for 
most  o f  the f armers  to devo te  full t ime for ag r i cul tu re .  Man y  
o f  th e m  are p :u t - t i mc  fa r me rs  do in g  o t he r  j o b s  a nd  looking 
af ic r  f a rm ing  du r i ng  weekends .  1 n the r emain ing  per iods  f a r m ­
ing is usual ly left  t o  w o m en  a nd  o ld  p e r so n ' .  The cooperat ives  
have realised this a n d  t ry  to  mobi l ise  savings  no t  on ly  f rom 
fa r m income bu t  also f ro m  income  der ived f rom  non- fa rm 
sources.

By providing  all t y pe s  o f  ag r icu l tura l  services to  men ibe r-  
f a r m e r s  and  a l so  looking a f t e r  thei r  general  wel fare  a n d  p r o v i d ­
ing difTerent types  o f  services for imp ro ve me nt  o f  ho m e  life, the 
societ ies have  been able  to win the conf idence o f  the members .  
A high degree o f  m. :nageri a l  efficiency,  pe r sona l i sed  service a n d  
o r g an i s a t io n  o f  social  welfare  act ivi t ies  are a l so  r e sponsib le  for 
this .  Th e  coo pe ra t ives  even  p rov ide  va r ious  services to  non-  
m e m b er s  in o r d e r  to gain the ir  t rus t ,  goodwil l  a n d  accep tance .
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This lielps iti mob i l i i i ng  sav ings  f rom  m e m b er s  a n d  n o n ­
members .

D epe nd ing  on  the loc;il r . i tuation the  p r imary  cooperat ives  
w o rk  ou t  thei r  o w n  met l ic . iology for  deposi t  mo bi l i s a t io n .  
G e ne ra l ly  a d o or - to -d o or  a p p r o a c h  by olhcials o<' the society 
once or  twicc a in. inth,  (i. irticii lariv in imcJ ia ie ly  a f t e r  the 
d i s b u r s e m e n t  o f  salary,  is a d o p t e d .  Special  ca m p a ig n s  are t aken 
u p  a t  the t ime of  p a y m e n t  of  bani is ,  marke t ing  o f  cr i ' ps  o r  large- 
scale sale o f l a n d s  for  in du s t r i a l  purposes .  All sociei ics t ry to 
have per sona l  a nd  di rec t  co n ta c t  wi th  the farmers .  Somet imes 
e l ec ted h o us e h o ld  p lann ing  a. lvi sors  ai e appoinie t !  to  collect 
savings  so t h a t  the f a r me r  does  no t  have to  come to tlie society’s 
co un t e r  to deposi t  t hem.  W o m e n ’s g roups  and you th  g roups  are 
o r gan i se d  to sp rea d  the message .  Var ious  social act iv i t ie s  are 
o rgan i sed  to  ca te r  to the need> o f  the m em ber  farmers.  .All these 
na t u ra l ly  help  the  society in co l lec t ing  the  surp lus  fu n ds  av a i l ­
able  wi th  the  f a rmers .

The coopera t ives  have in t ro du ce d  dif ferent  k in d s  of  saving 
schemes  to sui t  the needs o f  f a rm er  membe rs  as well as  associa te  
me mbe rs .  The  ins t a lmen t  savings  scheme  helps the  f a r m er  to 
save in ins t a lm en t s  for  a specific p u r p os e .  The membe rs  and  
even the no n - m em be r  dwel l e r s  a re  pe r su a d ed  to pay  thei t  car  
m a in te na n c e  expenses ,  t e l ep ho n e  bills,  chi ld ren ' s  school  fees etc.  
t h r o u g h  the ir  ba nk  account s  so t h a t  the a m o u n t s  r equ i red  for 
such purposes  can  be dep os i t ed  wi th the societ ies be fo reh an d .  
D ep os i t  schemes for specia l  p u r po ses  like sight -seeing,  edu ca t ion  
o f  ch i l d r en ,  weddings  etc.  are al so mt ro du ce d .

The cooperat ives  are fmaiicially se lf- rel iant .  The m a i n  
source  o f  the ir  funds  is dep os i t s  wh ich cons t i tu t e  78.5',’' o f  the  
work ing  cap i t a l .  An  e x a m in a t i o n  o f  the  sources  o f  depos i t s  
reveals  tha t  39.7% o f  the depos i t s  are f rom  fa rm  income ,  19.5% 
f rom  sale o f  l and,  and  40.8% f rom n o n - fa rm  income.

In a d d i t i o n  to p r o d u c t i o n  r e qu i r em en t s  a h n os t  all o the r  
c r e d i t  r e qu i r em en t s  of  the  m em ber s  such as  for  housing,  pu r chase  
o f  m o t o r  car s  a n d  c o ns u m p t i o n  pu rpo ses  are being me t  by the
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p r i m a r y  soc i e t i es .  I n  sp i t e  o f  t hi s  o n l y  63 .1% o f  t he  f u n d s  a r e  

b e i n g  e m p l o y e d  fo r  l oans .

A  m a j o r  r e a so n  fo r  tl ie succe s s fu l  f u n c t i o n i n g  o f  t he  

p r i m a r y  c o o p e r a t i v e s  is t h e i r  v i ab i l i t y  a c h i e r e d  t h r o u g h  a m a l g a ­
m a t i o n  o f  sm a l l e r  soc i e t ie s  i n to  lar j^e-scale  soci et i es .

D e p o s i t  m o b i l i s a t i o n  ha s  be e n  elTect ive be ca u se  o f  t he  
sp ec i a l  e f fo r t s  o f  t h e  c o o p e r a t i v e  su c h  as  p e r s o n a l  c o n t a c t s  w i t h 

m e m b e r s  t h r o u g h  h o m e  v is i t s  bv  e m p l o y e e s ,  s a v i ng s  d a y  

c a m p a i g n s ,  a n d  spec i a l  p u r p o s e  de j j o s i t s  t a i l o r e d  to  t he  d i t l e r e n t  

n ee ds  o f  m e m b e r s .

T h e  m u l t i p u r p o s e  so c i e t i e s  u n d e r t a k e  b o t h  life a n d  nou-  

l i fe i n s u r a n c e .  T h e  p r e m i u m  to be p a i d  by member-s  is comna r : ! -  
t ive ly  l o w er  t h a n  t h a t  o f  pi i va t e  i n s u r a n c e  c o m p a n i e s .  l:ii ;l ity 
p e r c e n t  o f  t h e  f a r m e r s  ha v e  been  co ve re d  by t h e  co o pe ra t i ve  

i n s u r a n c e .

A s  l"ar as  i n s u r a n c e  b u s i n e s s  s t r u c t u r e  is c o n c e r n e d ,  the 

N a t i o n a l  M u t u a l  I n s u r a n c e  F e d e r a 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 ves  ( Z E N K Y O R E N )  s t a n d s  a t  t h e  n a t i o n a l  level.  Th e  

P r e f e c t u r a l  I n s u r a n c e  I ’e d e r a t i o n s  a r e  i t s  a l i i ha t e s .  'The pr ef ec-  

t u r a l  f e d e r a t i o n s  in t he i r  t u r n  have  t h e  n r i n v u y  m u l t i p u r p o s e  

a g r i c u l t u r a l  co o p e r a t i v e s  a t  t h e  b a se  level a s  t he  g r a s s r o o t  o r ­

g a n i s a t i o n s  fo r  i n s u r a n c e  b u s i n e s s .

I n  i n s u r a n c e  field a l so  tlie c o o p e r a t i v e s  have  ach i e ved  

succe s s  b e c a u s e  o f  t h e  s u s t a i n e d  di  ive a n d  g o o d  rnom tc r in L’ o f  
t h e  p r o g r a m m e  by / R N K Y ( ^ R i ' N  as  wel l  as  the  P r e f e c t u r a l  

I n s u r a n c e  F e d e r a t i o n s .  C o o p t ! a t i v e s  w a n t e d  to t a k e  up  io ' ^urance 

b u s i n e s s  m a i n ly  fo r  five rea^-ons ;

(a)  P r o v i d e  i n s u r a n c e  co ve r  t o  i n e m b c r - f a r m e r s  l i ving in 

r u r a l  a r e a s  a s  t h e y  were  n o t  a d e q u a t e l y  cove red  by 

p r i v a t e  i n s u ra n c e  c o m p a n i e s ,

(b)  P r o v i d e  c h e a p e r  i n s u r a n c e  by c u t t i n g  d o w n  sa l es  

p r o m o t i o n  cos t ,  etc.
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(c)  Bu i l d  up  i n s u r a n c e  ru i i u s  as a p a i t  o f  t he  s av in gs  
p r o m o t i o n  c a m p a i g n  a n d  u t i l i s e  t h e  s a m e  fo r  i m p r o v ­

ing t h e  l i ving  c o n d i t i o n s  o f  t he  f a r m e r s  a n d  a l so  as  

w o r k i n g  c a p i t a l  foi c o o p e r a t i v e  c r e d i t  b us in e s s ,

( d )  S t r e n g t h e n  tlie r e l a t i o n s h i | i  b e t w e e n  t i n - s o c i e ty  a n d  
t he  i i i emhe r - f a rn i e r  o r  by  l o n ^  t e i i u  c o n t i a o t  t h r o u y h  

i n s u r a n c e  cov e ra g e ,  a n d

(e) P r o p a g a t e  t h e  ideas  o f  co o p e r a t i v e  muv e i ne n t  a m o n g  
p e o p l e  l i ving in u i r a l  a r ea s .  I'Of p u r p o s e s  o f  i n s u ra n c e  

t h e  m e m b e r s  o f  t he  f a m i l y  o f  a m e m b e r - f a r m e t  a r e  

a l s o  t r e a t e d  a s  m e m b e r s  a n d  a r e  c o v e t e d  by i n s u i a n c c  

po l i c ie s .

By s y s t e m a t i c  p l a n n i n g  anvl e x e c u t i o n  tlie coO[>euit ises 

have  b e e n  ab l e  to  bu i l d  u p  a  s i zeab l e  i n s u u i i i c e  bu s ine s s .  No w 
51% o f  Itte t i i t a l  r u r a l  bu s i ne s s  is d o n e  by ag r i cu l t i i r a !  c o o p c i a -  

t ives.  T h e  c o o p e r a t i v e s  a r e  a l l owei i  t o  t a k e  up  b a t h  life a n d  
i ion- l i fe  i n s u r a n c e  w h e r e a s  p r i va t e  c o m p a n i e s  a r c  a l l owed  to t ak e  

up  e i t h e r  life o r  n o n - l i f e  i n s u r a n c e  bus i ne s s .  7 F . N K Y O R 1  N has  

t a k e n  ful l  a d v a n t a g e  o f  t h i s  c o n c e s s io n  a n d  it n o w  s t a n d s  s e con d  

iu t he  life i n s u r a n c e  b u s i n e s s  in t h e  who le  o f  J a p a n .  I k s i d e s  
life i n s u r a n c e ,  a u t o m o b i l e  i n s u r a n c e  p r o v i d e s  s i zeable  bus i ne s s .  
T o  a t t r a c t  m o r e  bus in e s s  o f  t hi s  c a t e g o r y  t he  co op e r a t i v e s  

p ro v i d e  v a r i o u s  s erv i ces  to  the  rnendjei! ,  for  p r o p e r  m a i n t e n a n c e  

o f  a u t o m o b i l e s  a n d  g u id a n c e  in c a se  >:if t ra l l ic  a c c i d e n t s  etc.

I n s u r a n c e  sales  p r o m o t i o n  is t ione  t i i r ou gh  t h e  j i a f f  o f  t he  

p r i m a r y  soc : e l )  a n d  no  Sj'iccial agi n t s  a r e  ap jpo in i ed .  T h i s  he lps  

in k e e p in g  d o w n  the  cos t  a n d  coiiseciUi-niiy m a k e s  t he  c(3opera- 

i ive i n s u r a n c e  c h e ap e r .

Preni iuf i i  a c c u m u l a t e d  by p r e f e c i u r a l  mu l i i a l  i n s u r a n ce  

f e d e r a t i o n s  a n d  t he  N a t i o n a l  M u t u a l  I n s u r a n c e  F e d e r a t i o n  a re  

m a d e  a v a i l a b l e  for  m e d i u m  a n d  l o n g - t e r m  a i - r i cu l t u r a l  l o a ns  a n d  

a l so  fo r  gene r a l  l oans .  S u r p l u s  f u n d s  a r e  a l s o  i nves t ed .  I n v e s t ­
m e n t s  have  b e e n  m a d e  in p r i v a t e  e n t e r p r i s e s  e .g .  the 
N o k y o k y o s a i  B u i l d i n g  C o m p a n y  a n d  C h u o  D a t a  P ro c e s s i n g  

C e n t r e .
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T he  cooperat ives  t ake  up  several  welfare me as u re s  inc lud ­
ing hea l th  measures  for the i r  m e m b e r s  as well as thei r  famil ies .  
Some  o f  the  welfare measu res  a re  on ly  for  the pol icy ho lde r s  
whereas some othe rs  are for  all r e s iden t s  o f  the locali ty.  In case 
o f  an  acciden t  r esul t ing in the dea th  o r  d isabi l i ty o f  the  po l i cy ­
ho lde r  (member ),  a t t e m p t s  are m a d e  to  r ehabi l i ta t e  the memb ers  
o f  his  fami ly.
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A C A S E  S T U D Y  O V

Shimonoseki (Multipurpose) Agricultural 
Cooperative Society

L I O N E L  G U N A W A R D A N A *

1. Establishment

T he  Sh imonosek i  A gr i cu l tu ra l  Coope ra t ive  Society was 
t s t ab l i^hed  in 1965 by a m a l g a m a l i n g  four t een  small  societies.  
Two  o the r  sma l l  societ ies w hi ch  a re  s i t ua t ed  in the ad j o i n i ng  
a reas  were a l so in c l ude d  in the o r igina l  a m a l g a m a t i o n  plan.  
Both these societ ies were s t ro ng  f inancial ly.  One  o f  them,  Yousa-  
ka  Agr icu l tu ra l  Coopera t ive  Society had  an auc t ion  m ark e t  for  
vegetables  which  was work ing  successful ly.  The  other ,  H o ta b u -  
H i k o s h i m a  Agr icu l tu ra l  Co o p e ra t i v e  Socie ty is s i tua ted  in an 
u r b a n  a r e a  which  h ad  s t rong  c re d i t  act ivi t ies.  The  men jber s  of

* Joint Director & Specialist  in Agricultural C oop erat ion ,  ICA Regional  
OfBce & Education  Centre for South-East  A s ia ,  N ew  D e lh i .



t h e s e  t w o  Soc ie t ie s  fel t  t i i a t  t h ey  were  s t r o n g  e n o u g h  to  f u n c t i o n  

s e p a r a t e l y  a n d  t h u s  r e j e c t ed  t he  p r o p o s a l  f o r  a m a l g a m a t i o n .

T h e  n a m e s  o f  t h e  f o u r t e e n  soci e t i e s  t h a t  were  a m a l g a m a t e d  

a n d  t h e n  m e m b e r s h i p  a t  t he  t i m e  o f  a m a l g a m a t i o n  a i e  given 

be io w  :

iMenibersliip at the time o f  Am algamation

N a m e  o f  t he R e g u l a r A ss o c i a t e T o t a l

Soc ie ty M e m b e r s h i p M e m b e r s h i p

Y o s h i d a 3.- 2̂ 160 492

f^ki 376 26 402

O zu k i 267 7S 345

K y os ue ■166 116 582

K a n d a 194 18 212

U b e 193 134 "27

C h o f u  S in g as h i M8 12 160

C hot'll 65 39 104

M a i d a s 50 n 52

Lltsui 50S 55 563

K a t s u y a m a 560 33 59 3

Kav\ a n a l a 442 124 56fi

Yubi i i ini 465 1S3 64 s

Y o s ' i i m o 16-! 14S 311

T o ta l 4 ,229 1,128 5,357

A n  u m u l g a m a t i o n  p r o m o t i o n  c o m m i t t e e  c o ns i s t i ng  n f  

p r e s i d e n t s ,  fuD- t i ni e  d i r e c to r s  a n d  s e n i o r  em p l o y e e s  o f  t h e  a m a l -  
gam a t iu t r  soci et i es  a n d  t he  r e p r e s e n t a t i v e s  o f  t h e  P i e f e c tu r a l
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U n i o n s  a n d  P r e f e c t u r a l  F e d e r a t i o n s  d id  t h e  p r e p a r a t o r y  work  fi i 

a  ye a r  p a v i n g  t h e  w a y  fo r  f inal  a m a l g a m a t i o n . *

2. A rea

T h e  o p e r a t i o n a l  a r e a  o f  t he  soc i e ty  c o \ e r s  16,?65 hictci ies .  

The  m a j o r  p a r t  o f  t h i s  a r e a  is cov e re d  by for e s t .  T h e  f ar r i i laud 
a r e a  a c c o u n t s  on ly  fo r  2 ,568 h e c t a r e s .

iU i i i s a t i o n  o f  l and  io t he  a r e a  o f  the  soci etv

F a r m l a n d

F o r e s t
W a s t e l a n d
M i s c e l l a n e o u s

2,56S h e c t a i e s  

10 ,454 

164 
3 ,079

T o t . 16,265 h ec t a r e s

3. P o p u l a t i o n

T h e  t o t a l  p o p u l a t i o n  in  t h e  a r e a  o f  o p e r a t i o n  o l ' i h e  
soc i e ty  is 1 15,700,  Th is  c o n s i s t s  o f  3 ,488 f a r m  f am i l i e s  w i th  a 

p o p u l a t i o n  o f  17.400 a n d  25,440 n o n  f a r m  f a m i l i e s  v\ i th a p o f  u- 
l a t i o n  o f  ‘)8 ,300.

4. jMpni l iership

T h e  fo l l ow in g  t a b l e  shows  t he  n u m b e r  o f  m e m b e r s  m  the  

soc i e ty  at  t h e  t i m e  ot  m e r g in g  a n d  in 1975,

T y p e  o f  m e m b e r s

R e g u l a r

A ss oc i a t e

T o t a l

A t  t he  t i me  o f  

me rg in g

4 , 2 N  

1,0K6

5,300

.March 197;

3,620

2,507

6,127

Sec A m a lg a m a tio n  ol' Primary Agrit iiliurai C o o p c r a i i \ e s — I he 
Japanese }-xpericni:e, by Lionel  (. iii iiawardana, Inl< riiali"i .il 
C o o p e r a l iv e  Allianci.-. Regional Office and Education Ccnirc  i.ii 
South-E ast  A si a ,  for procedure o f  am algam ation .
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It  may  be seen f rom the  above  figures t h a t  the  n u m b e r  of  
regular  memb ers  have dec reased  a n d  the n u m b e r  o f  the  as sociat e 
members  have in c re ase d .  Th i s  is d ue  to  the  f ac t  t h a t  some 
househo lds  which  were earl ier  el igible for  r egu la r  me mb ers h ip  
be ing  ma in ly  or  par t ly  engaged  in agr i cu l ture  have given up  ag r i ­
cu l tu re  a n d  t a k en  to  non -ag r i cu l tu r a l  p u r su i t s  a n d  have thus  
b eco me  ineligible for  r egu la r  memb ersh ip .  C o ns equ en t ly  they 
have ac qu i r ed  as socia te  memb ersh ip .

5. Officials

The Bo ard  o f  Di rec to r s  o f  the society con s i s t s  o f  fifteen 
di rec tor s  in c lu d i ng  the  Pres iden t ,  a S ta n d in g  Di rec to r  a n d  the 
M a n a g i n g  D i r ec to r .  T h e  Presiden t  o f  the society does  n e t w o r k  
full  t ime in the society as is no r m al  in o the r  societ ies as he 
works  as M a n a g i n g  Direc to r  o f  the  P re fec tu ra l  U n i on .

The society has  a  b o a r d  o f  in te rna l  a u d i to r s  cons is t ing  of  
four  me mb ers .

6. Em ployees

The  society has  305 employees  inc lud ing  the  Genera l  
M a n ag e r .  Th e  employees  are t r a in ed  in one d a y  t r a i n in g  classes 
c o n d uc te d  by the  socie ty.  Every employee  gets a n  o p p o r t u n i t y  
to a t t e n d  the m  once  a year .

Few a re  a l so se n t  for t r a in ing  to the T ra in in g  In s t i tu t e  run  
by the  Y a m a g u c h i  P re fec tura l  U n io n .

W he n  the  society r ec ru i t s  new pe r sons  they are first sent  
to the Prefectural  U n io n ' s  Tra in ing  Inst i tu t e .  T he  t r a in ing  
expenses are pa id  by the society,  bu t  no  sa lary is p a i d  du r ing  the 
t r a i n in g  pe r iod .  I f  the c a n d i da te  successful ly  com ple te s  the 
t r a i n i ng  course  he or  she is given em p lo ym en t  in tl.e society.

7. Fixed A ssets and Share C apital

The  to ta l  va lue o f  fiscal as sets  o f  the society in 1965 was
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64 mil l ion yen a n d  the  value  in 1975 was 1046 mil l ion yen,  an 
increase o f  1534 per  cent .

FIXED A33KT3 (Daprooiatad) & CAPITAL

M U lio n
Yen

1000

800

600

AOO.

200

Fixed Assets 

Capital

4-
o

A jjr i l  1 March Uarch J1
•1965 igyi 1975
(serccr)

Th e  share ca p i t a l  o f  the  society in 1965 s tood  a t  84 mil l ion 
yen a n d  in 1975 a t  394 mi l l ion ,  an increase o f  369 per  cent .

8. The O rganisatiooal Structure o f the Society

The  society has  the  fo l lowing  d e p a r tm e n t s  ;

(A)  Supp ly  D e p a r t m e n t .
(B) F a r m  M a n a g e m e n t  D ep a r t m en t .
(C) F in an c e  D e p a r t m e n t .
( D )  A d m i n i s t r a t i o n  D e p a r t m e n t .
(E) P la n n in g  Cell.
(F) Inspec t ion  D e p a r t m e n t .
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(A) Supply Depar tmen t

T h e  su p p i v  d e p a r t m e n t  ha s  t u o  sec t i ons .

(i) A;;r icul tural  Input  Sect ion

T h i s  s ec t i on  h a n d l e s  t he  su p p l y  t ' f  a g r i e i i i t u i a l  i n p u t s  l ike 
f e r l i l i s e rs ,  a n i m a l  feeds ,  pe s t ic i de s ,  ni ' - cc t i c ides  a n d  f a rm  

n i ae h i ne r y  a n d  e q u i p m e n t .  It a l so  sel ls t r u c k s  a n d  car>.  Hu: ,  
s ce t ion  a lso r u n s  a  r e p a i r  w o r k s h o p  for  r e p a i r i n g  car s ;  t r ucks  

a n d  f a r m  i na c hm c i  y.

(li) C oi i su tucr  Scc tu in

T ilts s ec t i on  h a n d l e s  the supf ' l y  u f  co n s u i n e i  gO( 'ds.  Th e  

soc i e ty  l ias c o n s u m e r  s h o p s  a t  i t s  b r a n c h e s ,  h s u p e r  m a i k e t  a n d  

a L P. ga s  s u p p l y  cen t r c .

T in s  s ec t i on  a l so  a i a i n t a m s  a be t t e r  l i v ine  gu id a n c e  uni t  

wh i ch  gives aelvice in t he  im p r o v e m e n t  I ' f  l ivinf,  c o i u l i l n  iis ol' 

f a r m  f ami l i e s ,  h o u s e h o l d  b u d g e t i n g ,  etc.

(B) r a n i i  iManaf ;enunt  Depar tmen t

The f a r m  m a n a g e m e n t  d c i ) a i l m e n t  ha s  tw o  s ec t i ons .

( 1) IMiuke t i n” Sec t i on

T h i s  s e c t i o n  is r e s p o n s i b l e  fo r  i na rk c t i n ; :  c f  nl tui , i l  

p r o d u c e  a n d  p l a n n i n g  o f  m a r k e t m g  ac t i vi t ies .  AinotiL; tliC ,i;.;ii 

c u l t u r a l  p r o d u c e  h a n d l e d  a r e  r ice,  w h e a t ,  v e g e t a b l e s  a n d  f rui ts .  

Th i s  s ec t i on  m a i n t a i n s  a wh o l e s a l e  m a r k e t  f o r  f r u i t s  a nd  
vege t ab l e s .

(ii) P ro d u c t io n  Scci ion

T h i s  sect i()n is r e s p on s i b l e  for a s s i s t i n g  n i cn ;h e r  r a r m e t s  in 

t he i r  a g r i c u l t u r a l  p r o d u c t i o n  a n d  in p r o v i d i n g  f a rm  gu ida nc e .  
Th i s  ha s  t h e  fo l l ow in g  s u b - s e c t i o n s  :

(a )  R i ce  a n d  w h e a t  un i t .
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(b) Agr icu l tu ra l  uni t .

(c) L ives tock  a n d  pou l t r y  uni t .

(d) Dev e l op me nt  un i t  ( im p r o v e m e n t  a n d  deve lop me nt  o f  
f a r m la n d ,  i r r iga t ion  a n d  d r a in a g e  a n d  com m u n i ty  
d e v e lo pm e nt  projects) .

(e) Seedl ing nursery  for  vege tables .

(f) Seed l ing  nur se ry  for g a r de n  trees.

(C)  Finance Dep ar t me n t

Ex tension a nd  mobil i sa t ion  o f  savings a n d  extens ion  o f  
credi t  a re  the m a jo r  responsibi l i t ies  o f  this  sect ion.  It has  three  
sub-sec t ions .

(i) D ep o s i t  a nd  sav ing uni t .
(ii) L o a n i n g  uni t .

(iii) F u n d  U n i t

T h e  F u n d  U n i t  is r e spons ib le  for n iann ing  o f  the  u t i l i s a­
t ion o f  the soc iety ’s fu n d s  a n d  b o r ro w in g  f und s  f rom o u t ­
side sources .

(D)  A dm in i s t r a t ion  Depar tmen t

The  r .d rain i s t r a t ion  d e p a r t m e n t  has  two  sections.

(a)  Admini s t ra t ion  Sect ion

Th is  sec t io n  has  three sub-sect ions

i) A d mi n i s t r a t io n  u n i t  : r e s pons ib le  for  pe r sonne l  
m a na g e m e n t .

ii) E d u c a t i o n  a n d  in f o r m at i on  uni t  ; r e spons ible  for  p r o ­
v is ion o f  in fo rm at i on  to  m e m b e r s  a n d  the pub l i c  a n d  
employee  t r a in ing .

iii) P la n n in g  a n d  superv i so ry  un i t  : r e spons ible  for  
genera l  p l a nn ing ,  bud ge t ing  a n d  supervi s ion .
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(b) Accoun ting  Sect ion

This  scct ion is r e sponsib le  for m a in ta in in g  socicty accoun t s  
a n d  m a in te n a n c e  o f  the  c o m p u t e r  un i t .

(E) P lann ing  Cel l

Th e  p l a n n i n g  cell is r e spons ib le  for  the  overal l  p l a nn ing  
o f  the  ac t ivi t ies  o f  the socicty.

(F) Inspec t ion D e p a r t m e n t

Th i s  d e p a r t m e n t  is r e sponsib le  for c a r ry in g  o u t  inves t iga ­
t ion o f  the w o rk  per fo rmance  o f  the  va r ious  sect ions o f  the 
society.

9. M a i n  Office and  Branches

Th e  ma in  office o f  the society is s i tua ted  in Sh imonosek i  
town.  The socicty  has  four teen b r an c he s  a n d  four  sub-b ranches .  
The  b r an c he s  a r e  located a t  places  where fo rm er  societ ies had  
the ir  m a in  offices. The fo rmer  b ranc hes  o f  sma ll  societ ies were 
ma de  sub -b ra nc h e s  o f  the  a m a l g a m a t e d  society.

10. Faci l i t i es  and  Services

(a) L an d  Conso l ida t ion

T h e  society has  t a k en  an act ive p a r t  in the l and  con so l i ­
d a t i on  p r o g ra m m e .  The f r a gments  o f  l and  o w n e d  by  the 
f a r mers  are poo led  toge the r ,  improved  by co n s t ru c t io n  o f  b un ds ,  
d ra inage ,  etc.  a n d  then  d iv ided a m o n g  the m  acc or d in g  to  the 
area ow n ed  by them.  This  p r og ra m m e ena b les  the  f a r m er  not  
on ly  to own a large u n i t  in one  place b u t  also to  have the i r  land 
im pr ov ed .  The  cen t ra l  a n d  p re fec tu ra l  g o ve r n m e n ts  a n d  the 
m un ic ipa l i ty  give g r an t s  for  th i s  work.

(b) Wholesa le  M a r k e t  for Tege tab les

T h i s  mark i ; t  wh ich  is s i t ua ted  in the he a r t  o f  Sh imonosek i  
ci ty was s t a r t ed  before a m a lg a m a t i o n  by five o f  the small  societ ies 
t h a t  were m e rg e d  to  fo rm the p resent  society.  The  vegetables
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f ro m  different  a reas  are b ro u g h t  he re  by the f armers  for  sale by 
au c t ion .

(c) Rad i sh  P rocess ing

Process ing o f  r ad i sh  in to  picicles is d on e  by house -wives.  
Thi s  ac t ivi ty is o r g an i s e d  by the  soc ie ty’s w o me n  g roup.  T h e  
society  p rov ides  necessary gu ida nce  a nd  assi s t s  in thei r  sales.

O th e r  services p r ov i ded  by the  society are :

(d)  Vegetable  seedl ing n u r se r y .
(e) Vegetable co l lec t ion cent re .
( f )  Green  house  for  g a rd en  trees.
(g)  O ran ge  col lect ion cent re .
(h) Low te m p er a t u re  rice warehouse  a nd  o r d i na r y  war e ­

house  for rice.
(i) W a r eh ou se  for  ag r i cu l tu ra l  input s .
(j) F a r m  mach in e ry  w orks hop .

(k) C a r  r e -co nd i t io n in g  work sh op .
(1) G aso l i ne  s ta t ion .

(m)  S up erm ark e t  a n d  c o n s u m e r  shops .

11. Business Activit ies
(A) Insurance

The  to ta l  value  o f  long t e rm  i n su r an c e  pol icy ho ld ing  a t  
the end  o f  the fiscal year  1965 was  2,119 mil l ion yen.  The  value  
o f  th e  long t e rm  policy ho ld i ng  a t  the  end  o f  the fiscal year  1975 
was  14,540 mil l ion yen.  Th is  is a n  increase o f  586 pe r  cent.

Th e  ave rage  va lue  o f  po licy ho ld i ng  per  m e m b e r  in 1965 
was 399, 622 yen.  T he  c o r r e s p o n d i n g  figure in 1975 was  
2 ,373,102 yen,  which is a n  inc rease  o f  493 per  cent .

(a) L ife Insurance

F o u r  types  o f  life i ns u r an c e  po l i c ie i  are so ld  by the 
society.
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E ndow m ent I : Th e  full  a m o u n t  p ay a b le  a t  m a tu r i ty  U
pa id  on  the  even t  o f  the  de a t h  o f  the  insu red .

Endowment I I : In  the event  o f  d e a t h  o f  the insu red  be ­
fore  m a tu r i t y  o f  the pol icy twice the  a m o u n t  insured for  is paid .

Endowment I I I : In the event  o f  dea th  o f  the insu red
before m a tu r i t y  o f  the  pol icy th rice the  a m o u n t  insu red  for  is 
pa id .

Endowment V  : In  the event  o f  de a t h  o f  the insured  before
m at u r i t y  o f  the pol icy five t imes  the  sum in sur ed  for  is paid.

The  p r e m i u m  p a y a b le  is h igher  dep e nd in g  on the  a m o u n t  
en t i t l ed  to  r eceive in the  event o f  the d ea th  o f  the insu red.

7A1UE OF INSUHAIJCE CONTRACTS ; P r o g r e s s  1 9 6 5 -1 9 7 5

Apr.1,65 
(merger)

Mar.3 1 ,71 

Kar.31,75

J2119 Vdllion Tan

^10.949 Million Ten

28,779 Million Yon

10 Billion 20 Bil. 50 Bil.
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(b) Ch i ldren  Insurance

In case o f  juveni le insu rance  if  the chi ld  dies b e f o C  the  
m a t u r i t y  o f  the pol icy the a c c u m u la t e d  p re m iu m  a n d  the  
in te res t  on  it is p a i d  back.  I f  t he  f a the r  dies befo re  the m a tu r i t y  
o f  the pol icy the full a m o u n t  is pa id  to  t h e  insu red  on the due  
da te  o f  ma tu r i ty .  N o  p r em iu m  is p ay a b le  dur ing  the  in te r im 
pe r iod .

(c) Bui lding Insurance

T he  bu i ld i ng  ( r e hab i l i t a t io n )  insu rance  policies a re  s imila r  
to  life insu rance  as far  as the ir  o p e r a t i o n  is conc e rn ed .  As in 
life ins u r anc e  the full a m o u n t  is pa id  on  m a tu r i t y  o f  the  policy.

There  are two types  o f  i n su r an c e  pol icies.

Type 1 :  In the  case  o f  these policies the full a m o u n t  
pa ya b le  a t  m a tu r i t y  is a l so pa id  in the  event  o f  the b u i l d i n g  
ge t t ing  des t ro ye d  by fire.

Type I I : In  the  case o f  these pol icies the full  a m o u n t  
paya b le  a t  ma tu r i ty  is pa id  in the  event  o f  the  bu i ld ing  get t ing 
d es t r o ye d  by fire o r  otherwise.

(d) F i re  and  M oto r  Insu rance

The society also u nd er t a k es  fire a n d  m o to r  insurance.

T h e  society has  a b o u t  500 fire insu rance pol icies a n d  3000 
in su r a n c e  pol icies for m o t o r  ca rs  a n d  fa rm  mach ine ry .

(e) M o d e  of  operat ion

i. Sale

The  coopera t ive  in su ran c e  o per a t es  in a three t ier  sys tem.  
The p r i m a r y  society sells the  pol icies.  The  society docs  n o t  
employ  agent s  for  sales.  The  me m b er s  themse lves  buy  the  
pol icies f ro m  the society.  The  society does  p r o p a g a n d a  work 
to p r o m o te  sales.  The employ ee s  vis i t  m e m b e r s ’ ho mes ,  e s pec i ­
al ly d u r i n g  O c t ob er -D ecc mb er ,  the  pe r iod  in which  m o s t  f a r m e r s
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get  the ir  income,  to  p u r su ad e  them to buy pol icies.  Th e  e m p lo ­
yees receive a per  d iem a l lowance for  this  w ork .  The adver t i se ­
me n t  expenses  are born e  by the  P re fec tu ra!  In su ra n ce  
F ed er a t i o n .

Wh e n  a pol icy is so ld  a n d  the  p r e m i u m  is received the 
p r i m a ry  society r e t a ins  a pa r t  o f  the cos t  p o i t i o n  o f  the p r em i u m  
a n d  send the ba la nc e  cos t  po r i io n ,  r isk p or t io n  a nd  the saving 
po r t ion  to  the Prefec tu ra l  I nsu ran ce  F ed er a t io n .

The Pre fec tu r a l  F ed era t io n  re t a ins  a pa r t  o f  the cost  
p o r t i o n ,  all o f  the  saving por t ion  a nd  send the ba la nc e  cos t  
p o r t i o n  a n d  the  r isk por t io n  to th e  N a t i o n a l  Coo pe ra t ive  I n s u ­
ranc e  F e d e r a t i o n  ( Z E N K Y O R E N ) .

ii. Investm ent o f funds

As a m a j o r  p o r t io n  of  the insu rance  fu nd s  are r e t a ined  
with th e  P re fec tu ra l  F ed er a t i o n  the r e s pons ib i l i ty  for  inves tment  
lies wi th them.  P resen t ly  ab ou t  90 per cent  o f  the tota l  in s u ­
rance f u n ds  o f  the  Coope ra t ive s  are wi th  the  Pre fec tu ra l  F e d e r a ­
t ions  a n d  the ba lanc e  10 per  cent  is wi th the  N a t i o n a l  F ede ra ­
t ion .  Th is  en su res  giving p r io r i ty  to ru ra l  needs  in the use o f  
the fu nds .  N o rm a l l y  the Y am a g u c h i  P re fec tu ral  Insu ra nce  
Fed era t io n  depos i t s  40 to  50 per  cent  of  the  funds with the 
P re fec tu ra l  Coopera t ive  Cr ed i t  F ed era t io n  a n d  uses the balance  
to lend to o the r  cooperat ives ,  firms a nd  ins u red  per sons .

lii. Settlem en t o f  claim s

Th e  c l a im s  are ma d e  on  the p r im a ry  society by the 
cl ients .  In case  o f  life insu rance ,  when a c l a im is ma d e  in the 
event  o f  de a th  o r  d i sa b le m en t  o f  the insured  a n d  in the case o f  
bu i ld i ng  reh ab i l i t a t io n  insu rance when  a c l a im is ma de  in the  
event  o f  the des t ruc t io n  o f  the bu i ld ing by fire, the p r im ary  
society sub mi t s  the  cl aim to the P re fec tura l  I n su ra n c e  Federa t ion 
a long wi th  its invest igat ion repor t .  On the  sanct ion  o f  the 
F ed er a t i o n  the c l a im is se t t led.

In the  case o f  c l aims  m a d e  on m a t u r i t y  the  p r imary
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society decides o n  se t t l emen t  a f t e r  du e  exa mina t ion  o f  d o c u ­
me nt s ,  etc.

(B) Savings

The to ta l  value  o f  sav ings  a t  the  end o f  the  fiscal yea r  
1965 (i. e. soon  af ter  a m a lg a m a t i o n )  was 1636 mil l ion  yen.  The  
to ta l  savings a t  the end  o f  the  fical yea r  1975, 10 year s  a f t e r  
am a l g a m a t i o n ,  was 13,203 mil l ion  yen,  r ep resen t ing  an  increase 
o f  731 per  cent .

T h e  ave rag e  a m o u n t  o f  sav in g  p e r  memb er  in 1965 was 
308, 679 yen a n d  in 1975 th i s  f igure has  r i sen  to 2,154,725 yen,  
an  increase o f  598 pe r  cent .

The smal l  societ ies befo re  a m a lg a m a t i o n  emplo yed  v a r io u s  
ways  o f  sav ings to bu i ld  up  me m be rs  deposi ts .  Housewives  
used to  keep as ide l i t t le rice dai ly  before a meal  is cooked ,  a n d  
w h en  a subs t an t i a l  a m o u n t  is col l ec ted they gave it to  the 
society.  The  society credi ted  the  va lue o f  the  rice to the 
dep os i t  ac cou n t  o f  the  r espect ive member .

The  pract ice o f  keeping back  some  a m o u n t  o f  rice w i th ou t  
se l l ing to  p ay  insu rance  p r e m i u m  was preva lent  un t i l  few yea rs  
bac k .

Wi th  the rise in income  levels these p rac t i ces  have 
d i s a p p e a r e d .  The h ab i t  o f  sav ing a p a r t  o f  the  in co me  has 
t a k e n  roo t a m on g  the f a rm  fami l ies  as well as non - fa rm  fami l ies .

T h e  society n o w  o p er a te s  var ious  types  o f  depos i t  
accou n t s .

i. Saving accounts ;(Farra operation)

The  p roceeds  o b t a i n e d  f ro m  ma rke t in g  o f  f a rm  p r o d u ce  
is c red i t ed  to  these accoun ts .  The  m e m b er s  can w i t h d r a w  the  
m o n e y  when requi red .

ii. Special purpose deposits

These  depos i ts  are m a in ta in e d  for  saving m o ne y  for
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specific pur poses  e. g. (a) e d u c a t io n  o f  chi ld ren ,  (b) Sightseeing 
t r ips,  (c) wedd ing  an n iv e r s a ry  ce leb ra t ions ,  (d)  p ay m en t  o f  taxes,
(e) Car  re cond i t ion ing ,  etc. These  saving depos i t s  have ma tu r i ty  
da t es  a n d  c a n n o t  be w i t h d r a w n  before t h a t .  T h us  the society is 
ce r t ain o f  the  pe r iod  up  to which  it ca n  use these funds .

(a) Ed uc a t io n  of  chi ldren

T o  meet  the expenses o f  h igher  edu c a t io n  o f  ch i ld ren  
pa r e n t s  s t a r t  saving in the  specia l  saving  ac co u n t s  when the 
ch i ld ren  a re  young.  This  enab les  them to a c c u m u la t e  sufficient 
m o ne y  by the t ime the  ch i ld r en  reach  the age for  receiving higher  
edu ca t io n .

(b) S ight-seeing

G o in g  on  a n n u a l  s ight - seeing t r ip s  to va r ious  pa r t s  o f  
J a p a n  is c o m m o n  a m o n g  the members .  They  regular ly save for 
th is  purpose .

(c) W e ddi ng  anniversary ce leb ra t ions

M a r r i e d  cou p les  ma in t a i n  specia l  sav ing  accoun t s  to be 
ab le  to ce leb ra te  the ir  wedd ing  anniver sar ie s .

(d) T a x  payment

In the  case o f  m em ber s  who  have “ t r ans fe r  saving 
a c c o u n t s ”  the society receives the tax no t i ces  f r o m  the gover n ­
m e n t  on the i r  b e h a l f  a n d  pays  the t axes  a n d  deb i t  the ac cou n t  
o f  the r espect ive member .  In the case o f  m em ber s  who  have 
“ o r d in a r y  t ax p a y m e n t  d ' ^posi ts” the t ax  no t i ces  are received 
by the  memb ers  themse lves  and  the society pays  the  taxes when 
the m e m b e r  so r eques ts .

(e) Car re-condifioning

T h e  law requi res  the  m o to r  c a r  owners to  r econdi t ion 
the ir  veh icles  pe r iod ical ly .  R e - c on d i t i o n i ng  involves su b s t a n t i a l  
cos ts  a n d  m e m b er s  save in specia l  a c c o u n t s  for this  pu rp ose  by 
ma k in g  in s t a l m en t  deposi ts .
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In  o r de r  to  p r o m o te  sav ings  the  Society co ndu c t s  “ saving 
d a y ”  c o m p a ig n s .  On  the  26th o f  eve ry m o n t h  the staff  o f  the 
Society go to the  m e m b e r s ’ h o me s  a n d  col lect  savings.  O n  
a n  av e r ag e  80 to 100 mil l ion yen  a re  col l ec ted  on these days .

iii. Saving Conipaigns

T h e  society has  12 “ v is i t ing officers".  They  visi t  
m e m b e r s ’ houses  a nd  col lect  sav ings .  They  also t ake o rder s  
fo r  good s  f rom them a n d  a r r a n g e  the i r  supply.  They  a re  also 
expe c ted  to find ou t  the r eac t ions  o f  the  m e m b er s  to  the work ing  
o f  the  Socie ty,  w h a t  modif i ca t ions  a n d  r ead jus tm en t s  they  desire,  
a n d  wh a t  new things  they would  like t h e  Society to  do  e t c. ,  a n d  
c o m m u n i c a t e  them  to the m a n a g e m e n t .
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In o r d e r  to m a k e  the a pp e a l  for  saving  m o re  a t t r ac t ive  
the  society somet imes  uses va r ious  s t r at egies .  For  ins t ance  the 
society has  s t a r t ed  a special  saving c a m p a ig n  to a t t r ac t  depos i ts  
f rom  p a r t - t i m e  a n d  ful l  t ime fa r me rs  when  they receive their  
income.  T h e  p a r t - t im e  fa rmers  get the i r  income  from non-  
ag r i cul tu ral  em pl oy me n t  mont h l y .  They  al so receive an nua l  
bo nu se s .  T h e  full t ime fa rmers  get  the ir  m a jo r  inco me  niDsliy 
twice a year .  To  a t t r a c t  savings f rom these incomes the society 
has  s ta r t ed  a sys tem cal led “ G o l d ”  deposi t .  T h i s  is an  ins t a l ­
m e n t  saving depos i t .  The m em ber s  can b o r ro w  aga ins t  these 
depos i ts .  F o r  the depos i to r s  who reach set t a rge ts  free s i g h t ­
seeing t r ips  a re  a r r an g e d  a t  the expense  o f  the scciety.

On e  o f  the me th od s  used to en co ur age  saving is to get 
the  housewives  to  save the difference between the “ expected 
e x p e n d i t u r e ”  and  the  a t n o u n t  ac tua l ly  spent .  N or m al ly  the 
month ly  a l loca t ion  given to the housewives  for  ho use ho ld  ex p e n ­
d i tu r e  is not  to t a l ly  c on s um ed .  They a re  encouraged  to save 
the  ba la nc e  wi th  the  society instead of  us ing them to buy ext ra 
i tems.  T h i s  saving sys tem is cal led “ T s u m o r i ” system.  So m e­
t imes in o r de r  to  make  a saving housewives forego cer tain 
luxur ies  they nor ma l l y  enjoy.

iv. Time deposits

The interes t  r a t e  paid  by the society for var ious  tvpes o f  
depos i ts  a re  given below :

3 m o n t h s  
6 m o n th s
1 year
2 yea rs
I n s t a l m e n t  saving deposi t  
Pass  b o o k  saving 
D ep os i t  a t  not ice 
T ax  p a y m e n t  depos i t

4.60%
5.85“;;
6,85%
7,10”„
4.40%
2.50%
2.75%
3.25%

(C) Loans

The  to ta l  a m o u n t  o f  loans o u t s t a n d i n g  at  the e n d  of  the
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fiscal yea r  1965 was 675 mil l ion yen.  The  ou t s t a nd in g  ba lanc e  
at  the  end  o f  the  fiscal year  1975 was 6,907 mil l ion yen,  an  in ­
c rease o f  923 pe r  cent .

Tlie ave rage a m o u n t  o f  loans  ex t en d e d  by the  society in 
1965 per  m em ber  was 127,358 yen. The co r r es p on d in g  figure for  
1975 was  1,127,305 yen. Th is  is an  inc rease  o f  785 pe r  cent .  
Loans  are p rov ided  for agr i cu l tura l  p r od u c t io n ,  housing  and 
co n s u m p t i o n  purposes .

Apr,1,65 
(merger)

Uai- 51,71 

Mar
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Special  in t e res t  loa ns  are given to  mee t  the expend i tu re  
on  m o d e r n i s a t i o n  o f  ag r i cul tu re ,  i nc lud ing  loans for  l and 
impro vem ent ,  p u r ch a se  o f  heavy  fa rm  m a ch in e ry ,  etc. The fu nd s  
used for  these loans  are cooperat ively ow ne d  b u t  the  gov ern me nt
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s ubs idi ses  the  interest .  Th e  rate  o f  in te res t  cha rg ed  f rom the 
m e m b er s  for  these loans  which  a re  cal led “ Privi lege L o a n s "  is 
a b o u t  6 per  cent .

The ra te  o f  inte res t  de pe nd s  on  the p u r p o s e  o f  the loans ,  
mor tga ge  offered a n d  rep ay me nt  me thods .

Type of  loan

1. Loans  aga ins t  
t im e  deposi ts .

2. L oa n s  r ep ay ab l e  
in ins t a lmen t .

3. Loans  given aga inst  
imm ov ab le  p r oper ty  
secur i ty

4. L o an s  w i th ou t  
tang ible  secur i ty.

5. O v erd ra f t s

0. L oa ns  for payi i ieut  
o f  share cap i t a l .

7. Overdue loans

Interes t  r a te

1% more  th a n  the  rate  pa id  for 
depos i t  e.g. in te res t  pa id  for  3 
month s  t ime depos i t  is 4.6 per  cent.  
The rate  cha rged  for  loans  aga ins t  
these depos i t s  is 5 6 per  cent .  I f  
the interest  is pa id  at the end  o f  the 
per iod  1.25 per  cent  mo re  is 
cha rged .

7.5 per  cent .  I f  i n te res t  is pa id  at  
the e nd  o f  the p e r io d  7.75 pe r  cent .

10 
the 
per  cent .

per  cent ,  
end  o f

Tf r epaid at  
the  pe r i od  10.5

10.75 per  cent .

1! per cent.

II  per  cent .  (Th is  equa l  to 
of  d iv i de nd  pa id  on shares).

14.5 per cent .

(D) Supply

The  value  o f  goods suppl i ed  by the  society  d u r in g  the 
fiscal yea r  1965 a m o u n t e d  to 434 mi l l ion  yen.  The value o f  
goods  supp li ed du r i ng  the fiscal yea r  1975 a m o u n t e d  to  1,870 
mil l ion yen which  is an increase o f  332 per cent .
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The coverage value o f  goods suppl i ed  by the society in 
1965 pe r  m e m b e r  was  81,698. The co r r e s p o n d i n g  figure for  1975 
was  305,206. Th is  is an increase o f  273 per  cent .

A p r .1 ,6 5  
(iucrg«r)

Uar,3'l,75
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M o s t  o f  the goods  needed by the  society are purchased  
f rom the N a t io na l  A gr ic u l tu ra l  Co o pe ra t iv e  f-ederat ion through  
the  P re fec tura l  Econo mic  Federa t io n .  T he  sys tem o f  purchas ing  
is as follows.

The society places  its o r d e r s  wi th  the  Prefectural  
E con om ic  F ed era t io n  which  in t u r n  t r a n sm i t s  the  o r de r s  to the 
N a t i o n a l  A g r i cu l t u ra l  Coopera t ive  F ed er a t i on .  The  N a t io na l  
F ed er a t io n  places  o r de r s  wi th  the m a n u fa c tu r in g  com pan ie s  who 
del iver  the  goods  d irec t  to the society,  a u d  bill  the N a t i on a l
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Federa t io n .  Th e  N a t i o n a l  Federa t ion bil ls the Prefectural  
Fed era t io n  who  in tu rn  bills the  society.  T he  society r emi t s  the 
a m o u n t  due for  goods  pu r c h a se d  to the  ac cou n t  o f  the  P re fec­
tu r a l  Econo mic  F ed er a t io n ,  which in tu rn  r emi t s  the a m o u n t  to 
the  N a t i o n a l  F e d e r a t i o n ’s ac cou n t  in the Ce n t r a l  Coopera t ive  
Ba nk  and  the N a t i o n a l  Fe dera t ion  pays the  m a n u f a c t u r i n g  
com pan y .

The handling com m ission o f  the society for supply o f various item s

I t em 1970 71 1' '73-74 1974-75

Agricul tura l  Input s

Chemica l  fert i l iser 14.07 15.55 15.55

Feeds 0.22 7,00 7.00

F a r m  mach ine ry 8.60 11.28 11.28

Chemical 12.57 10,94 10.94

O the r s 9.80 9.10 9.10

Average 10.32 11.05 11.05

Consumer  goods

Rice 6.36 8.35 8.35

Oth er  foods 11.45 11.98 11.98

Cloth,  c lothing — 8.00 8.00

D ura b le  goods — 8.00 8.00

Other s 15.15 13.63 13.63

Average 12.93 11.99 11.99
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(E) M arketing

The  to ta l  va lue  o f  ag r i cu l tu ra l  p r o d uc e  m a rk e te d  by the 
society d u i m g  t he  f iscal  year 1965 was 593 mil l ion  yen.  The

ipr.1,65
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c o r re s po nd i ng  figure for  the fiscal year  1975 am o u n te d  to 2,157 
mi l l ion yen.  Th i s  is an increase o f  263 per  cent .  The average 
value  o f  the ag r i cu l tu ra l  produce  m a rk e te d  per  regular  member  
by the soc ie ty  in 1965 was 140,721 yen.  The  co r re spo nd i ng  
average for 1975 was 595,580 yen re p resen t ing  an  increase o f  323 
per  cent .
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Handling com m ission charged by the society  from members 
for m arketing agricultural produce

Item s 1970-71 1973 -74 1974 75

Rice 1.65 1.35 1.29
W h e a t  bar ley 2.16 2.25 1.94
Vege tables 2.96 2.82 2.54
Frui t s 3.00 3.20 3.05

Egg 1.62 2.47 5.13
Broiler — 1.51 2.37
Beef 1.32 0.93 1.04
Average 2.01 1.73 1.68

(F) Farming Guidance

The  society has  four t een  fa rm advi sers .  The average

n u m b e r  o f  f a rm  ho use ho ld per f arm ad v i se r s  is 244. The
advi ser s are special is ts  in the p r od u c t io n of  different  c rops and
livestock.

Th er e  a re  c o m m o d i t y groups  o f 8 d if fe rent  crops and
l ivestock p r od u c t io n .  They are:

F lower .

Vegetable.

L ives tock  inc lud ing  dai ry.

O r n a m e n t a l  trees.

Rice.
S t rawber ry .

Let tuce.

O ra n g e  a n d  o t he r  fruits.

T h e  fa r m gu ida nce  is no rm al ly  ex tended  th ro ug h  these 
g r oup s .
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A D E C A D E  O F  P R O G R E S S  AT  A G L A N C E

( Un i t  : T h o u s a n d  yen.)

At  the t ime o f  M a r c h  Inc reased
merger  Apr i l  1975 pe rcen ta ge

1965

M e m b e r s h ip 5,357 6,127 14.4

M e m b e r  h o u se ­

ho lds 5,031 5,925 17.8

N u m b e r  o f
employees 220 305 38.6

F ixed  assests
(af t er  dep re c i a t io n)  yen 63,284 yen 1,045,556 1552.2

O w n e d  capi ta l 84,409 493,344 484.5

Despos i t  with
o the r s  I ,013,719 7,743.190 663,8

L o an 675,401 6,918,616 924.4

Dep os i t s  o f
m e m b er s  1,636,448 13,202,964 706.8

B o r r o w in g 131,783 1,247,558 846.7

L o n g - t e r m  insurance
in forcc 2,118 (mil l ion) 14,540 (mil l ion) 586.5

(life &bui ldine)

S upp ly 433,538 1,870,489 331.4

M a rk e t in g 593,039 2,156,621 263.7

A d m in i s t r a t i o n
exp en d i t u r e 95,852 591,483 517.1

C u r r e n t  profi t  ( income
profi t  b ro ug h t  fo rw ard )  2,543 39,937 57.5
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Annvxe-1

P R O G R A M M E

Study V isits  in the Republic o f Korea From 24th to 30th August
and R egional Sem inar on “ Cooperative Insurance and Promotion
o f Savings” , Tokyo, Japan, From 1st to 21st September, 1976.

23rd Aug .  Mo n .  Arr iva l  o f  p a r t i c ip a n t s  in Seoul.

24 th  Aug .  Tue.  to S tud y  visi ts in the
30 th  Aug.  M o n .  R ep ub l i c  o f  K ore a .

3 l s t A u g .  T u e .  i. D e p a r t u r e  for  Ja p an .
ii. Ar r iva l  a t  ID A C A .

1st Sep.  Wed .  1000-1100 I n au gu r a l  session

1130-1230 i. E xp la na t io n  o f  w ork in g  me th od s
ii. I n t r o d u c t i o n  to  I D A C A .

1230-1400 Lu nc h  b r eak

1400-1700 P re se n ta t i o n  o f  b ac kg ro u nd  paper s  
by pa r t i c ip an t s .

2nd Sep.  Th u .  0900-1230 P r e se n ta t io n  o f  ba ck g r o u n d  paper s
by pa r t i c ipa n t s

1230-1400 L u n c h  b reak

1400-1700 I n t r o d u c t i o n  to  J a p an e se  A gr i ­
cul tu ra l  C o o p e ra t i v e  M ov em ent  by 
Mr .  S. Fu taga ra i ,  Sect ion Chief ,  
C e n t r a l  U n i o n  o f  Agr icu l tu ra l  
Coopera t ives .
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3 rd Se p .  Fri .  0930-1230 l a t r o d u c t i o a  to Saving P ro m o t io n
Act ivi t i es  o f  Ja pa n e se  A gr i cu l tu ra l  
Coop era t iv es  by Mr .  M.  Sekiya,  
D e p u t y  M a n a g e r ,  P r o m o t i o n  D e p t . ,  
Ce n t r a l  Coope ra t ive  Ba nk  for  Agri .  
a n d  Fores try .

1230-1400 L u n ch  b r ea k

1400-1700 I n t r o d u c t i o n  to  A gr i cu l tu ra l  C o o p e ­
ra t ive  In sur an ce  in J a p a n  by Mr .  Y .  
M i k a m i ,  Ma na ge r ,  E d uc a t io n  a n d  
T ra i n in g  D e p a r t m e n t ,  N a t i o n a l  
M u t u a l  I n su ra n c e  F e d e r a t i o n  o f  
Agr icu l t u ra l  Coopera t ives .

4 t h  Sep.  Sat .  0930-1230 I n t r o d u c t i o n  to  Agricu l tu ra l  C o op e -
l a t i v e  I n su ra n c e  in J a p a n  by Mr .  

Y.  M ik a m i ,  M a na ge r ,  E d u c a t i o n  
a n d  T r a in in g  D e p a r t m e n t ,  N a t i o n a l  
M u t u a l  I nsu ran ce  F ed er a t io n  o f  
A g r i cu l t u r a l  Coopera t ives .

1230-1400 L u n ch  b reak

1400-1700 i. D i sc u ss i on  on case s tudy .

ii. I n t r o d u c t i o n  to I C A  by  Mr .  
D a m a n  P ra k as h ,  E d u c a t i o n  
OflSicer (AVA) ,  I n t e r n a t i o n a l  
C o o pe ra t iv e  All iance.

5 th  Sep .  Sun.  1300-1700 Sight-seeing in Tokyo

6 th  Sep.  M o n .  to
10th Sep .  Fr i .  S t u d y  V i s i t s .

11th Sep. Sat .  F r e e

12th Sep.  Sun.  F r e e
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13th Sep.  M o n .  0930-1230 Group A : Exper iences o f  i n s u r a n c e
p r o m o t i o n  ac t ivi t ies  a t  the p r im a r y  
level by M r .  Y.  W a t a n a b e ,  Vice- 
P res iden t ,  Y o k o h a m a  M in a m i  Agr i ­
c u l tu ra l  C o o pe ra t iv e  Society.

Group B : Exper i ences  o f  saving 
p r o m o t i o n  ac t ivi t ies  a t  the p r ima ry  
level  by Mr .  S. I n o h a n a ,  Execut ive 
Di r ec to r ,  K a w a s h i m a - c h o  Agricul ­
t u r a l  C oo p e ra t iv e  Society.

1230-1400 L u n c h  b r ea k

1400-1700 Lec tu res  c o n t i n u ed .

14th Sep.  Tue.  0930-1200 Coo pe ra t ive  I nsu ran ce  System o f
the Ph i l ipp ines  a nd  Savings 
P ro m o t io n  by M r .  B. P. F aus t i no ,  
M a n a g i n g  Di r ec to r ,  Coopera t ive  
In su ra nc e  Sys tem o f  the  Phi l ippines.

1200-1300 L u n c h  b reak

1400-1530 Visi t  t o  N a t i o n a l  M u t u a l  Insu rance  
F ed er a t i o n  o f  A gr i cu l tu ra l  C o o p e ra ­
tives ( Z E N K Y O R E N ) .

A gr i cu l tu ra l  Coo pe ra t ive  Insura nce  
Pol icies by Mr .  S. M a e d a ,  
Ma na ge r ,  Special  Mat te r s ,  P ro ­
duc t  Dev e l op me nt  D e p a r t m e n t  
( Z E N K Y O R E N ) .

1600-1730 Visit  to C e n t r a l  Coope ra t ive  Bank  
for  Agricul ture  a n d  Fores t ry  (CCB).

D e p o s i t  i n su rance  system o f  
agr i cu l tu ra l  coopera t ives  a n d  
go ve rn me n t  s u p p o r t  sys tem by Mr .
S. N ag a ta ,  M a n ag e r ,  Resea rch  
D e p a r t m e n t  (CCB).
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15th Sep.  Wed.  N a t i o n a l  hol iday.

16th Sep.  Th u .  0930-1230 M a la y s i a n  Coope ra t ive  I n s u r a n c e
Society a n d  Savings P r o m o t io n  
by Mr .  L.  M e y y a p p a n ,  A i s i s t a n t  
G e n e r a l  Ma n ag e r ,  M a la y s i an  
Coop era t iv e  I ns u ra n ce  Society.

1230-1400 L u n c h  b r eak

1400-1700 G r o u p  work

I7 th  Sep.  Fri.  0930-1230 Sav ing  P ro m o t io n  by C o o p e ra t i v e s
by Mr .  R.  D .  de Livera,  G en e ra l  
M a n ag e r ,  Peop les’ B i n k ,  Co lo m b o ,  
Sri L a n k a .

1230-1400 L u n c h  b reak

1400-1700 G r o u p  work

18th Sep.  Sat.  G r o u p  work  a n d  p lenary  session

I9 th  Sep.  Sun.  F r e e
20th Sep.  Mon .  D ra f t in g  o f  the final r epor t

21st  Sep.  Tue  0930-1230 F in a l  p l en a ry  a nd  ev a l u a t io n

22nd  Sep.  Wed.  D e p a r t u re  o f  pa r t i c ipan t s .
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Annexe-2

L I S T  O F  P A R T I C P I A N T S

B A N G L A D E S H

I N D I A

1. Mr .  M a n i r u d d i i i  A hm ed  
D e p u ty  Re g i s t r a r  o f  Coop.  
Societ ies (E x t n  )
G o v e r n m e n t  o f  Bang ladesh 
9 - D, M o t i jh ee l  C o m me rc i a l  Area 
8 th  F loor
Dacca.

2. Mr .  T .  N .  J a y a c h a n d r a n ,
Reg i s t r a r  o f  Co o pe ra t iv e  Societies 
G o v e r n m e n t  o f  K era la
P. B. No .  185, T r i v a n d r u m  
K e r a l a  State .

3. Mr .  S u r e n d r a n a t h  M i s h r a ,
Reg i s t r a r  o f  C oo p e ra t iv e  Societies 
G o v e r n m e n t  o f  Ori ssa  
Bhubaneswar -751001 .
O r i s sa  State .

4. M r .  M a h e n d r a b h a i  M.  Vyas 
Jo in t  M a n ag e r  
(F ina nce  & D ev e lo p m e n t )
G u j a r a t  S tat e Coopera t ive  Bank  L td .  
Rel ief  R o a d  
A h me da bad -3 800 01  
G u j a r a t  S tat e .
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I R A N

5. Mr .  T.  C .  Agra wal  
P r e s i d e n t
M. P .  S ta t e  Coop .  Land  
D ev e lo p m e n t  Bank 
S u l t a n i a  R o a d  
B h o pa l
M a d h y a  Pra desh .

6. M r .  S. D .  Mu khe r je e  
C h a i r m a n
F ed er a t i o n  o f  We s t  Bengal  U r b a n -  
Cr ed i t  Coope ra t ive  Societ ies  L td .  
2A,  Ci iowringhee S qu are  (2nd F loor)  
Ca lcu t t a -700069  
Wes t  Bengal .

7. Mr .  A h m a d  N avae i  
H e a d
R u r a l  C o op .  O rg a n i s a t i o n  o f  
S h a h v e s t a n  (Ci ty)
Taf resh .

K O R E A Mr.  Kee  H o  Cho  
Sen io r  P l a n n i n g  Officer 
Saving  P r o m o t i o n  D e p a r t m e n t  
N a t i o n a l  Agr icu l tu ra l  
Co o p e ra t i v e  F ed er a t i o n  
75-1-ka C h o o n g  ju n g - R o  
Joo ng -k u  
Seoul.

9. M r .  J o n g  Soo Lee 
Sen io r  Resea rche r  
R e se a r ch  D e p a r t m e n t  
N a t i o n a l  Agr icu l tu ra l  
C o op e ra t iv e  F ed era t io n  
75-1-ka,  C h o o n g  j u n g - R o  
J oon g- ku  
Seoul.
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10. Mr .  Hoe  Y o n g  R y o u  
M a n a g e r
Fore ign  F u n d  D e p a r t m e n t  
N a t i o n a l  F e d e r a t i o n  o f  
F isher ies  Coope ra t ive s  
88, K y u n g  W o o n - D o n g  
Cho n g ro -k u  

Seoul .

M A L A Y S I A 11. Mr .  She ikh  A bd u l  K ad i r  Bin 
A h m ed  Al f i rdaous ,
Pres iden t ,  J a h o re  S tate  Coopera t ive  
U n io n  L im i t ed  
Jo hor e  B a h r u  
Johore .

12. Mr .  Pau l  T h o n g  
Di rec to r
Pen an g  G o v e r n m e n t  Servant s  
Coop .  Socie ty Ltd.
25,  Bi shop  S tree t  
Penang.

N E P A L 13. M r .  Bal G o p a l  A dh i ka r i  
Act ing Reg is t r a r  
D e p a r t m e n t  o f  Coopera t ives  
Dill i  Baza r  
K a t h m a n d u .

P A K I S T A N 14. Mr .  Gu l  H a m e e d  K h a n  
Di rec to r
Coopera t ive  Insurance  
Socie ty o f  Pa k i» ta n  
24/7,  Race  C o u r se  R o a d  
L ah o re .
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S I N G A P O R E 15. M r .  Chew Teng C h u a n  
C o m m i t t e e  M e m b e r  
S i ngapore  Bank  Employees  C o o p e ­
rat ive T h r i f t  a n d  L o an  Society 
L im i t ed
545, G u i l l e r m a r d  R o a d  
S i n g a p o r e - 15.

S R I  L A N K A 16. M r .  A m a r a  H e w a m a d d u m a  
Senior  A ss i s t an t  Secre tary  
M in i s t r y  o f  F o o d  
Coope ra t ive  a n d  Small  Indu s t r i e s  
330 U n i o n  Place 
C o lo m b o- 2 .

17. M r .  K . M . P . M ,  B a n d a r a  
Vice P re s id en t  
M u l t ip u rp o s e  Coop era t iv e  
Socie ty L td .
D h a r m a p a l a  M a w a t h a  
A n u r a d h a p u r a .

18, M r .  Nee la  K.  A d ik a r a m g e  
As s i s t a n t  Secre tary  
N a t i o n a l  Co op era t iv e  Counc i l  o f  
Sri L a n k a  
455 G a l l e  R o a d  
Co lo mb o -3

T H A I L A N D 19. Mr .  Wichien Sobhon  
D e p u t y  D i r e c to r  
Co o p e ra t i v e  League o f  T h a i l a n d
4 P icha i  R o a d ,  D u s i t  
Ba ng k ok .
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20. Mrs.  W a n n e e  R a t a n a w a r a h a  
C o op e ra t iv e  Tec hn ic ian  
Technica l  Divi s ion 
Coop era t iv es  P ro m o t io n  Depa r tmen t  
M in i s t r y  o f  Agr i cu l tu re  
a nd  Coopera t ives  
Ba n g ko k .

Observer  21. Mr .  M .D .K .  J a y a w a r d e n a
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Cooperative Insurance and Promotion of Savings

N .A .  K U L A R A J A H *

To my m in d ,  a n a r r a t i o n  o f  the h i s to r i ca l  de v e lo p m e nt  o f  
coopera t ive  in su r a n c e  a n d  p r o mo t io n  o f  sav ings  w ou ld  be less 
int eres t ing  t h a n  an a t t e m p t  to ana lyse  the ir  co nc ep t s  a n d  p r a c ­
tices in the p r esen t  day contex t .

The  l a t t e r  a p p r o a c h  would  m o r e  effectively dea l  wi th  the 
role o f  co o p er a t iv e  insu rance a n d  savings,  the i r  a l l ied  p rob lems  
and  reac t ions  in the ins u r anc e  a n d  f inance ind us t ry  of  today.  
Th is  l ine o f  a p p r o a c h  I hope  would  p r ov i de  a  more  effective 
p la t f o rm  for  co ns t ru c t ive  discuss ion a n d  in the  p rocess  mak e  
this  se minar  mor e  me mo rab le  a n d  interest ing.

I wo u l d  like to l imi t  my speech  to  the  role o f  coopera t ive  
in su ranc e  a n d  sav ings  in the a g r a r i a n  a n d  d e v e lo p in g  economies  
o f  Sou th - Ea s t  Asia as I am  m o r e  well ve r sed in the  socio-eco- 
nomic  act ivi t ies  in our  Reg ion .  I mus t ,  however,  ad m i t  tha t  
I a m  n o t  an  exper t  in Sou th -Ea s t  As ian  affai rs .  I  wo u l d  a p p ­
r o ac h  the  subject  f rom  a wide pe rspect ive  cove r ing  our  whole 
region.

Th e  sub jec t  m a t t e r  shall  be t ack led  in a two- fold way.  
F ir s t ly ,  I shal l  d iscuss  cooperat ive ins u r anc e  a nd  then  p roceed  to 
exa mine  the  significance o f  savings.  There  is qu i t e  a  subs tan t i a l

•G e n e r a l  M anager,  M alays ian  C ooperat ive  Insurance S o c ie ty  Ltd ,  
K uala  Lumpur. M alaysia .
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co- re la t ion  a n d  ov er l a pp in g  in the  values  a n d  object ives  o f  
these two  e lement s  o f  p resent  day  l iving t h a t  one t e n d s  to  get 
the view th a t  they go “ h a n d  in g love” . A coopera t ive  insurance 
society is more t h a n  ju s t  a n o t h e r  ins u r anc e  co m p an y  p r ov id ing  
ins u r anc e  facil i t ies a n d  services to its pol i cy-holder s.  I t  has  
a d d e d  resposibi l i t ies  to  sho u lde r  in keeping wi th  its p r inc iple  o f  
being  a coopera t ive ,  I do  n o t  wish to  e l ab or a t e  the co nc ep t  o f  a 
coo pera t ive  for  1 have no d o u b t  the  d is t ingui shed aud ience 
here is mos t  knowledgeab le  a n d  are exponen t s  o f  the  subject .  
B ro ad ly  speak ing ,  its ideals  are se rvice-or i en ted  a n d  non-prof i t  
m o t i v a te d .  I t  has  to have  a keen sense for the economic  a n d  
social  welfare o f  its members  a n d  the  c o m m u n i t y  it serves.

The u l t i m a t e  object ive  o f  p r o m o t i o n  o f  savings  is the  
p rov i s ion o f  economic ,  f inancial  a n d  social  secur i ty to the  s u b s ­
cr ibers .  T w o  socio-economic in s t ru m e n t s  o f  cooperat ive  ins u ra nc e  
a nd  savings  needed  m o s t  by o u r  peop le  o f  sma ll  means .  I t  is 
c o m m o n  knowledge tha t  a vas t  ma jo r i ty  of  ou r  people  have 
smal l  me an s  o f  income and  low l iving s t a nd ar d s .  It is a m o n g  
these peop le  th a t  coopera t ive  i ns u r an c e  a n d  savings shou ld  be 
p r op ag a te d  most ly  so th a t  they m a y  be able to lead be t t e r  lives 
a n d  co n t r i b u te  to the social  wel l -being o f  our  respect ive 
na t ion s .

I t  is my firm bel ief  tha t  for  sav ings  to  benefit t he  people 
m o s t  efl 'ectively it shou ld  be deve loped  a l ong  coopera t ive  lines 
a nd  n o t  in a  p r ivate  cap i t a l i s t i c  ma nne r .  P r iva te  en terpr i se  
being w h a t  it is wou ld  chann e l  surp lus  funds in to  areas  o f  inve s t ­
ment  t h a t  may n j t  have s ignif icant  social  a nd  economic  benefi ts 
to o r d i n a r y  people.  H igh  r isk qu ick r e t u r n  l end ing  p r o g ra m m e s  
a n d  p r e - o c c u p a t i o n  in the  m on ey  a n d  s tock m a rk e t s  will  ma ke  
these sav ing  com pan ie s  lose s ight  o f  the  mor e  im p o r ta n t  grass  
roo t  p r ob le m s  a nd  needs o f  the ir  subsc riber s .

A coopera t ive  savings a nd  c r e d i t  society on  the o t he r  h a n d  
is m a n a g e d  by m em ber s  themse lves  a long de mo cra t i c  l ines.  Th i s  
un io n  o f  m e m be r sh ip ,  o w n e r s h ip ,  a n d  m a n a g e m e n t  c reates  a 
u n i o n  o f  co m mo n p rob lems  a nd  a c o m m o n  p la t f o rm  for  ac t ion .
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I m p n r t a n t  e m p h as i s  will a lways be p laced  in social izing surp lus  
fun ds  for  soc io-economic welfare of  its members .

As an  a r d e n t  co o p e r a t o r  I look fo rw ard  to the  era o f  joy  
when we find coopera t ive  insu rance  a n d  savings becoming  
s ignif icant  pi l l ar s in o u r  respect ive n a t io n a l  econ om ie s  a n d  
c o n t r i b u t i n g  in no smal l  way to  the  peace  and  hap p i nes s  o f  
ou r  people.  W e  have  ma de  s t a r t s  in these two a reas  a n d  are 
moving  a long,  in some a reas  slowly a nd  in so.ne a t  a faster  pace 
ga ther ing m o m e n t u m  a n d  ga ining g rea ter  significance.

In r ec en t  years  the na t io n a l  consc iousness  h a s  mad e  the 
go ve rn m e n ts  in ou r  region pay close a t t e n t io n  to the subject  o f  
insu r ance  wi th  the view to p r om ot in g  rap id ly  the  domest ic  
insu rance  which  would  p rovide  a q e q u a t e  ins u r anc e  covers 
for  the  va r ious  social  and  ec on om ic  ac t ivi t ies  p r o g ra m m e d  for  
the people.  This  se t t ing and  the im p e tu s  p rov ided  by the state 
is mos t  ideal  for  the  g rowth  o f  the coopera t ive  insu rance societies. 
As a social  in s ruraen t  th a t  works for  the b e t t e r m e n t  o f  its m e m ­
bers  coo pera t ive  i n su r an c e  societ ies subsc ribe fully to the  s t a t e ’s 
a ims for the  na t ion .  Th is  c o m m o n  g r o u n d  o f  object ives  is 
sufficient  u rge  for  coopera t ive  insu rance to  move in to  the fore­
f ront  to  be p r i me  movers  in local  in s u ra n c e  in d us t r y .

The p r es e n t  wave o f  dev e lo p m e n t - m in de d n es s  o f  our  
respect ive gover nme nts ,  it is imped ,  will inspire the  insu rance 
co m pa n i e s  w he t he r  local  or  fore ign to a t t u n e  thei r  th ink ing  a n d  
ac t ions  in l ine wi th the na t ion a l  devel j p m e n t a l  policies.

However  this  a l t ru i s t i c  and  noble n a t i o n a l  object ive is not  
ful ly the c u p  o f  tea  o f  profi t  mot ivated  co m merc ia l i zed  insurance 
compan ies .  Thei r  inves tment  p lans  place l i t t le o r  no significance 
on  the welfare vaki s  a n d  socio-ecoi iomic needs  o f  thei r  pol i cy ­
holde rs .  P re -o c cu pa t io n  in the  money  m a rk e t s  a n d  shor t  
t e rm  l iqu i J  ma rke t s  with n j  social  va lu e  is o f t en  thei r  

inve s tm en t  por t fo l io.  The fore ign i n c o rp o r a t e d ,  most ly 
western,  i n s u r an c e  com p an ie s  ope ra t in g  in ou r  region 
tu rn  a d e a f  ea r  to our  na t io na l  ec on om ic  deve lop me nt  a n d  
welfare p lans .  I wou ld  th ink  tha t  ou t  o f  a sense o f  ob l iga ­
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t ion to thei r  hos t  coun t r i e s  they have  a mor a l  cot r jmi tmen t  to 
subsc r ibe  a t  least  in a sma l l  way  to the  solut ion  o f  o u r  na t io n a l  
p r o b le m s  a n d  to  the ac h i ev em en t  o f  o u r  a s p i r a t ion s .  But  we 
find to  o ur  d i smay  t h a t  they o f t en  r emi t  back to thei r  ho me  
co u n t r i e s  whateve r  su r p lus  f un d s  accure  to  them.

H i th e r t o  the  foreign i ns u r an c e  co m p an ie s  have  d o m in a te d  
an d  gu ided  ou r  line o f  d ev e lo p m e n t .  Th i s  s i t ua t i o n  exists  to 
a very large ex ten t  even today .  T h ey  have,  it m u s t  be accepted ,  
deve lop ed  the in s u r a n c e  in du s t ry  ob l iv ious  o f  the  needs  o f  our  
people .  In r ecent  year s  however,  as the  in d u s t ry  comes  m o re  
a n d  m o r e  un de r  the con t ro l  o f  in d i ge n o us  people  a n d  as  c o o p e r a ­
tive in su r an c e  e x p a n d  n a t i o n a l  ne e d s  a re  being inc reas ing ly  
a p p r e c ia t e d .

In  i n su r an c e  wo rk ,  it needs  m or e  t h a n  a sh rew d  a n d  
p r ac t i c a l  m a n  to cul t ivate  h u m a n i t a r i a n  va lues  a n d  a t t i tu d e s  in 
life.  Such  a m a n  needs to  possess  the  qual i t ie s  o f  inte l l igence to  
m o u l d  in su r a n c e  pol ic ies  to  serve the var ious  needs o f  o ur  
p eop l e ,  f ar -s igh tedness  a n d  business  ac u m e n  to keep his  en t e r ­
pr ise a  going concern ,  civic a n d  social  co ns c i ou sn e ss  to  ca re  for 
the  welfare o f  his c l ientele  a n d  a na t ion a l  ob l i ga t io n  to 
subs c r i be  to the n a t io n a l  a s p i r a t i o n s ,  a nd  in the p rocess  bu i ld  an 
image  o f  the  o r ga n i s a t ion  as a  r e s p ec ta b le  p a r t n e r  in ou r  n a t io n  
bu i ld in g  p rocess .

These  a re  r e sponsib i l i t i es  n o t  in su rm o u nt a b l e  bu t  heavy 
a n d  ca n  only be bo rne  effect ively by  a coopera t ive  insurer .

I ns u r a n ce  c o m pa n i e s  by its n a t u r e  a n d  s t r uc tu re  have the 
ca pa c i ty  to act  as va luab le  sources for  the  mobi l i za t ion  a n d  
d e p l o y m e n t  o f  fu n d s  need ed  for  n a t io n a l  de ve lo pm e n t  act iv i t ie s  
I t  is qui t e  o f t en  f o u n d  t h a t  when  i n su r an c e  co m p a n ie s  or  for  
t h a t  m a t t e r  a ny  othe r  pr iva te  en t e rp r i se  dec ide to ut i l ise the ir  
fu n d s  in soc io-economic  a n d  welfare  projects  they are o f t en  over ­
ca u t i o u s  a n d  a re  guided  by the  pr incip le  th a t  in ve s tm en t  
s ho u ld  be ma de  in ven tu res  wi th  a  r ea son ab l y  safe chance  o f  
r e tu rn .  In consequence  th is  a p p r o a c h  wou ld  leave p rob lem at i ca l  
a r e a  in our  na t io na l  economies  solely in the  h an d s  o f  the Sta te
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a n d  s o m e t im es  u n a t t e n d e d  because m o s t  of ten th a n  no t  these 
projects  cover  soc io-economic a re as  t h a t  may  not  deserve any 
inve s tm en t  ana lys i s .  Thi s  l ine o f  th ink i ng  is n o t  in keeping 
wi th  coo pera t ive  insu rance pr inciples .  I a m  no t  saying t h a t  
coope ra t ive  insu rance ,  as an  i m p o r ta n t  mo bi l i ze r  a n d  dep loyer  
o f  funds,  s h o u l d  c o m m i t  i tself  fully to all p r ob le m at i c a l  a reas  o f  
the n a t i o n  bu i ld i ng  p rocess  which migh t  r esul t  in a f inanc ia l  ru t  
a n d  be a b u r d e n  to  membe rs  a n d  the  society it serves.  I believe 
coo pe ra t ive  in su ran c e  has  to s t r ike a  good  balance  between  
func t ioning as  a going ent i ty  by meet ing  th e  ins u r anc e  needs o f  
its me m b er s  a n d  serving wi thin its m e an s  in a r ea s  o f  socio­
eco nom ic  signif icance in our  r espect ive n a t i o n a l  economies .  The 
prov is ion o f  insu rance  i tself  is a social  service to  the people.  
T h a t  does  no t  necessar i ly mean  th a t  it is a n  e n d  in itself. I t  
shou ld  be the means  to an  end,  for to a coopera t ive  insurer  
insu rance  servicc is bu t  one o f  the  ma ny  social  a n d  economic  
services it s h o u l d  s t r ive for.  Insu ra nce  service fo rms  the core 
f ro m  which  re sources  co u l d  be genera ted  for  u t i l i za t ion  in o the r  
service areas .

H o w ev er ,  ca u t i on  need to be exercised in cooperat ive 
ins u ra n c e  m a n a g e m e n t .  I t  is po in t l e ss  ge t t ing  too  seriously 
involved in the  p r inciples  a nd  ethics  o f  c o o p e r a t i o n  o f  servicing 
o the r s  w i t h o u t  pay ing  a t t en t ion  to the m a in te n a n c e  and  growth o f  
the  o r ga n i sa t io n .  1 would  think tha t  in its in f an t  s tage a coop e­
rat ive insu re r  shou ld  str ive to sus t a in  i t se l f  a nd  bu i ld  a solid 
insu rance  f o u n d a t i o n  before it decides  to  engage  seriously in 
o the r  areas  o f  soc io-econo 'n ic  s ignif icance.

Let  us pause  for  a m o m e n t  to  ex a m in e  the  na tu re  o f  
insu rance faci l i t ies provided  by mos t  insu rer s  in o u r  region.  
The m a rk e t in g  is a imed  a t  those  who  have a  higher  capac i ty to 
ac qu i re  insu rance  covers.  The se c t i ona l i zed  “ qu a l i ty  and  in te n ­
sive m ark e t  a p p r o a c h ”  is d i r ected to ce r t a in  ca tegor ie s  o f  people 
n o r m a l ly  the  midd le  a n d  higher  income  g r oups .  To  th e m  these 
are the m a in  ca tegorie s worth  t a pp ing .  I t  is s t r ang e  to n o t e  
t h a t  by vi r tue o f  the i r  h igher  income  e a r n in g s  these people are 
on  a relat ively sa fe r  s ide in f inanc ia l  a nd  ec o n o m ic  secur i ty,  yet
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con t i n u ed  a t t e m p ts  are m a d e  to  get  the m in to  the in su ran c e  
fold.  Cou l d  this  be ca l led a genuine  service o r  s h o u ld  we call  
it a  misgu ided  service when  we all kno w th a t  a m a j o r  sect ion 
o f  o u r  people come f rom the  lower  income g rou ps  who m o s t  need 
a n  ius u r anc e  cover bu t  are de n i ed  this service.  A d o p t i o n  o f  
th is  a p p r o a c h  o f  insu rance m in im is e s  the  t a sk  o f  the a d m i n i s t r a ­
tive ma ch i ne ry  and p r ob lem * a n d  assures  a bulk ie r  load o f  
business .  Th is  seems the c r i t e r ion  a d o p t e d  to  m a in ta in  the  
econo mic  v iabi l i ty  o f  p r ivate  insu ran ce  compan ies .

In consequence  the  v a c u u m  o f  insu rance  facil i t ies in the 
lower  s t r a t a  o f  society has  to  be filled by a social ly conscious  
coop era t ive  insurer .  A “ q u a n t i t y  a n d  extensive a p p r o a c h ” is 
needed ,  p re fe rab ly  a m u l t i p r o n g e d  a p p r o a c h  ca te r ing  all t he  
segments  o f  our  societ ies.  Then  at  least  those  wi th  b igger  m e an s  
a n d  ho us i ng  a bet ter  social  consc ience  would  cons ide r  being 
m e m b er s  o f  coopera t ive  in su ran c e  a n d  su p po r t  its w or t hy  
cause .  P roblems are b o u n d  to ar ise in an extensive a p p r o a c h  o f  
th i s  n a t u re  a n d  it is here th a t  the  s ta te  m us t  give su p p o r t  
in p ro v i d in g  facil i t ies for  its sm o o t h  opera t io n .

The  exi stence o f  a coope ra t ive  insu rance  in an ins u r anc e  
m a rk e t  serves as a cata lys t  a n d  has  a donaineer ing influence over  
o t he r  ins u r anc e  c o m p a n ie s  in its a r e a  o f  ope ra t io n .  I t  can be a 
p o w er  to be r eck one d  wi th ,  l eaving the o the r  p r o pr i e to r  c o m ­

p an i es  03 a l te rnat ive  bu t  to  c om pe te  for  survival .  Th i s  s tab i l i s ­
ing effect on the insu rance  m a rk e t  is an  im p o r t a n t  f ea tu re  o f  
co o p e r a t i v j  in s u rance .  T he  o the r  i n s u r e r s  r e spec t  a n d  ca re fu l ly  
obse rve  the d i rec t ion  a nd  n a t u re  o f  the act ivi t ies coope ra t ive s  
a d o p t  a n d  a t t e m p t  to  toe the coope ra t ive  line. Coopera t ive  
i n s u r a n c e  thus  creates  a  cha in  r eac t ion  in the m a rk e t  
ch a r ac t e r i se d  by ha rd  co m p e t i t i o n  to the benefit  o f  the 
publ ic .  This  compe t i t ive  se t t ing  resul t s  in an act ive p r o d u c t  
deve lop me nt  process  which  b r ings  a b o u t  the in t r o d u c t i o n  in to  the 
m a r k e t  new a n d  mor e  su i t a b le  ins u r an c e  p r od u c t s  a n d  a t  (he 
sam e  t im e  com pe l s  the  m a n a g e m e n t  o f  o ther  comp an ie s  to  give 
m o re  a t t en t i o n  to  the po l i c y - ho l de r s  r ea c t ions  a n d  qual i ty  o f  the 
service which po l i cy -ho lder s  expec t  o f  them.  I f  the re  is a  large
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coopera t ive  ins u r anc e  society which works  for  the bes t  interest  
o f  its me m be r s  it p rov ides  sufficient con t r o l  on  the pr ivate  
insu rance business .

A coope ra t ive  insu rance society has  to  reflect its social  
responsibi l i t ies  in the co n d u c t  o f  its bus iness .  One init ial  area  
in which the  r e sponsib i l i ty  has to be reflected is in the u n d e r ­
t ak ing  o f  r isks .  Th e  real i ty o f  ins u r an c e  is t h a t  pe rsons  who 
a re  mos t  in need  o f  ins u r anc e  a re  those  affected by im p a i r m en t  
o r  some a i lmen t .  However ,  they t end  to be classified as un- 
insurab le .  T h u s  a class  o f  peop le  a re  d en i ed  in su ran c e  which 
inv a r i ab ly  m e a n s  th a t  the ir  f ami l ie s  will  be depr ived  o f  the  
secur i ty  they  need.  C ou ld  a coopera t ive  insu ran ce  society 
p rac t i se  ins u r an c e  in th is  man.ner a n d  avo id  a r espons ibi l i ty  to 
this class  o f  peop le  a n d  the co m mu n i ty ?  1 do  not  th i n k  so.  A 
coope ra t ive  is be t t e r  buil t  to t ake these  r isks a n d  it s h o u ld  do  so 
a t  w ha t ev e r  cos t  as a social  r e sponsib i l i ty  th a t  it c a n n o t  shirk.  I t  
need not  t h r o w  o ve r bo a rd  u n de r w r i t in g  p rinciples .  But  fu nds  
can  be c rea ted  to mee t  such a con t ingency .

Savings as  an  i m p o r ta n t  social  a n d  ec ono mi c  in s t rum en t ,  
if p rope r ly  mobil i zed  a nd  chan ne l l ed ,  can  c o n t r ib u te  effectively 
to the so c io -e co no m ic  welfare o f  its p a r t i c ip a n t s  a n d  the society 
at  la rge .  Whi le  the hab i t  o f  savings  s ho u ld  be encouraged  to 
p rov ide  for  o n e ’s f inancial  securi ty,  the savings  funct ions  sh ou l d  
a l so  be vivid f ro m  two  angles ,  nam ely  its mobi l i sa t ion  efiforts 
a n d  u t i l i s a t ion  p r o g ra m m e s  in the  con tex t  o f  o u r  deve lop ing  
soc i o -e con om ic  en v i ron m ent s .

T he  c on c ep t  o f  a savings ins t i tu t ion  revolves r o u n d  the  
p r emise  o f  the  law o f  large n u m b e r  to be economica l ly  viable.  
There  has to be signif icant  n um be rs  o f  saver s c o n t r ib u t in g  to  a 
cent ral  ent i ty  bo r ro w in g  money  as cheap ly  as  poss ible  and  loa n­
ing it dea rly as  poss ible to make  the  di fference as profi t  for  i ts 
c o n t in u e d  exi stence.  The  bor rowing  a n d  l end ing pol icies o f  a 
coop er a t iv e  saving  ins t i tu t io n  need not  necessar i ly  ab i de  by the  
business  p rac t i ce  of  p r i va t e  ins t i tu t ions  for  in the final analysi s 
bo th  b or ro w er s  a n d  l e nder s  a re  bu t  the sa me  per sons .  Wha tever  
po te n t i a l  su r p lu s  th a t  is to be secured c o u l d  be offset  by the
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provi s ion  o f  more l en ien t  a n d  favour ab le  business  t e rm s  to 
me mbers .  E xam ple s  o f  saving ins t i tu t io ns  co n t r i b u t i n g  to g r ow th  
a re  the  p r imary  agr i cu l tu ra l  c red i t  cooperat ives a t  vi l lage level,  
Co o p era t iv e  Ce n t ra l  Ban ks  a t  d is t r ic t  a n d  in te rm ed i a t e  level,  
a n d  cooperat ive  ba nk s  a t  s t a te  levels.  In Malays ia  we have an  
A p e x  A gr i cu l tu ra l  and  Peoples  Ban k  serving a t  na t io n a l  level,  
w i th  b ranc hes  in dif ferent  pa r t s  o f  the c o un t r y  a n d  fa r mers  
sa v ings  a nd  c re d i t  societ ies  serving  rural  a reas .  In the  u r b a n  
secto r  wc have an apex C o o p e r a t i v e  C e n t r a l  Bank at  na t i on a l  
level wi th  b r an c h es  a t  S tat e a n d  di s t r i c t  levels. All these co o p e ­
ra t ive  sav ings  ins t i tu t ions  a t t e m p t  to s e n c  the bas ic  bct io-  
ec on o m ic  needs  o f  its m e m b e r s  a t  r ea son ab l e  t erms.  T h r o u g h  
the  savings  poo led  loans,  c redi t  faci l i t ies are p rov ided  to ind iv i ­
d u a l s  a n d  business  en te rp r i ses  o f  people  o f  sma ll  m ea n s  to 
ac q u i r e  facil i t ies for  imp ro ve m en t .  Free bus iness  advice ,  jo i n t  
pa r t i c i p a t i o n  in bus iness  ven t u res  wi th  members ,  low inte res t  
l o a ns ,  a n d  easy  r e p a y m e n t  t e rm s  are b u t  some  o f  the  m a n y  
services p rov ided  by coop er a t i ve  saving  ins t i tu t ions  to members .

In  the present  h igh ly  co m me rc i a l i sed  a n d  soph i s t i ca ted  
p r iv a t e  f inancial  system,  pe r sons  o f  smal l  m e an s  a n d  smal l  
bus iness  en terpr i ses  who  are in di re  need o f  ex t ra  f inance to 
im pr ove  the ir  bas ic  in f ra s t r uc tu re ,  a re  depr ived  o f  any a t t e n t io n ,  

' b e c a u s e  they are high ly  r isky p ropos i t ions .  Whi le  pr ivate  
b a n k e r s  and  f inanciei s have  the  in te res t  o f  thei r  sha reho lde r s  and  
de po s i to r s  to t ake ca re  of,  they shou ld  a l so be p r e p a re d  to p r o ­
vide  f inanc ial  facil i t ies for  these weaker  sect ions  to fulfil a t  least  
p a r t l y  the ir  social r e sponsib i l i t i es  as good  cor po ra t e  ci t izens.  
O n ly  co n t inu ed  s t a te  pe r sua s ion  a n d  s t a tu to ry  r egu la t ion  when 
necessa ry  will compe l  the m  to do  so. I f  t he  pr ivate sector  does 
n o t  com e  f o rw ard  the only a l t e r n a t iv e  left  for  the people  o f  smal l  
m e a n s  to  t u r n  to  will be the  coo pe ra t ive  system.  Dis i l lus ion­
m e n t  wi th  the  cap i t a l i s t i c  sys tem o f  f inancing will ma k e  these 
p e o p l e  al l  t he  m or e  d e t e r m i n e d  to  su p p o r t  the  coo pe ra t ive  
sys tem.

O n e  o f  the g la r ing s imila r i t ie s  o f  g r ea t  social s ignif icance 
in o u r  r eg ion which has  a n  ag ra r i a n  based  econo my is the  u n d e r ­

86



dev e l op me nt  a n d  low pr odu c t iv i ty  o f  the  rura l  people  who  c o n s ­
t i tut e a t  l eas t  75% o f  ou r  r eg ion ’s to ta l  p o pu la t i on .  O u t m o d e d  
m ea n s  o f  ag r i cu l tu re ,  insecur i ty  o f  l and  tenure a nd  unsc rup u lou s  
e x p l o i t a t io n  by the m id d l e m e n  th ro ug h  ihe vicious M - M  system 
( M o n o p o l y / M o n o s o n y )  has p laced g rea t  h a r d s h i p  on our  peop le  
in the  less deve loped  areas.  T h e  m id d l e m e n  by t ak ing  a d v a n ta g e  
o f  the l ack  o f  c re d i t  faci l i t ies a n d  the  inefficient m a rk e t  
m e c h a n i s m  has  b r o u g h t  these  poo r  ru ra l  peop le  complete ly  
u n d er  the ir  co n t ro l  by p r ov id ing  high interest  d i scoun t  cash  
loans in r e tu r n  for  thei r  p rodu ce  a t  very u n r e a s o n a b ly  l o w p r i c e i .  
M os t  r u ra l  fami l ies  have  become  to t a l ly  in de b te d  to these 
m i d d l e m e n  a n d  as a resul t  are l ead ing very undigni f ied lives.

I t  is ag a in s t  this  b a c k g r o u n d  a n d  the  d i s in te res ted t r e a t ­
m e n t  the  u r b a n  poor  is get t ing f rom  the  p r iva te  f inancial  sector ,  
t h a t  we have  to  view the role o f  the coop er a t i ve  saving f u n c t i o n  
as an  a l t e r n a t iv e  for giving ou r  peop le  a  more  improv ed  way 
o f  life.

A s t a g n a n t  economic  e n v i ro n m e n t  wi th  low p ro d uc t i v i ty  
a n d  income  does  no t  have the  po te n t i a l  to ini t iat e any effective 
savings  p r o g r a m m e s  a n d  any effort  to p r o m o te  savings wou ld  be 
faced wi th  f rus t r a t ion .

To  my m in d ,  in a s t a g n an t  s i t ua t i o n  l ike this the first 
s u p p o r t  a n d  impe tu s  has  to  com e  f ro m  the government .  
F in an c ia l  su p p o r t  in t erms  o f  p ro v id ing  land ow nersh ip ,  f a rm ing  
facili t ies,  bet ter  inf ra -s t ructure,  se t t ing up  o f  govern me nt  s u p p o r t ­
ed m a r k e t i n g  au tho r i t i e s  a n d  gua ra n te ed  m i n i m u m  prices for  f a rm  
pr o d u c t s  are some o f  the ways  in which the  low pr oduc t ion  a n d  
S ta te  can  help  to slowly save ou r  rura l  people f rom  the vicious 
circle o f  pover ty .  These  im p r ov e m en ts  will,  w i th ou t  d o u b t ,  
i ncur  su b s t a n t i a l  pub l i c  funds .  I t  will lay the  s t i mu lus  for  
effective e c o n o m ic  a n d  social g rowth  in the  ag ra r i a n  sector  a n d  
c o n t r i b u te  slowly bu t  surely to a h igher  po ten t i a l i ty  to  save.  T h e  
m ob i l i sa t io n  o f  these savings can  be p lough ed  back  in to  the  
r u ra l  c o m m u n i t y  to  snowba l l  a n d  recycle the effects of  the  f o u n ­
d a t i o n s  l a id  by the Sta te .
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T h u s  in shor t ,  it can  be sa id  th a t  the s ta te  being r ight ly  
the  b a s t i o n  o f  the  people  will have  to create the o p p o r t u n i t y  for  
soc io-economic  growth.  G r o w t h  will  sus ta in  on the f o u n d a t i o n s  
l a id  a n d  g a t he r  m o m e n t u m  th r o u g h  the  in te rp lay  o f  m a rk e t  
forces .  Off spr ings  of  th is  process  will m o s t  o f t en  be co op er a t iv e  
sav ing  a n d  cred it  societ ies.  M y  inc l in a t ion  in f avour ing coope-  
r a t i r e  societ ies to foster  a n d  p rov ide  the facil i t ies for  be t t e r  
l iving s t a n d a r d s  ia a g r a r i a n  societ ies is b o r n e  f rom  the  f ac t  th a t  
o u r  people  a re  highly d i s i l lu s ioned  vi'ith the exp lo i t a t ive  ex pe r i ­
ences  suffered in the h a n d s  o f  the  p r ivate  enterpr i se  p r io r  to 
g o v e r n m e n ta l  s u p p o r t .  In  the  coop e i a t ive  sys tem the m e m b er s  
w ou ld  m a n a g e  a n d  own the ir  o r g a n i s a t i o n s  a n d  sha re  the  f rui t s  
o f  thei r  toil  in a fair  a n d  d e m o c r a t i c  way.  As a consequence  
the  co o pe r a t iv e  saviiig a n d  c re d i t  society will s t and  o u t  in the  
f o re f ro n t  to p r ov i de  the  f inanc ia l  back ing  a n d  gu ida nce  m o s t  
nee ded  for  the  deve lop me nt  o f  ou r  a g r a r i a n  societ ies.

I t  wo u ld  be ideal for  o ur  a g r a r i a n  societ ies to be m a n a g e d  
fully a lo n g  coo pera t ive  l ines.  Th is  will t ake a heavy loa d  off the  
s t a t e  s ho u ld e r  to tackle the  o t h e r  mul t ip le  na t io na l  p ro b le ms .  
B u t  s u p p o r t  need to be given to e n s u re  the f inancial  v iab i l i ty  o f  
ru ra l  se l f - sus tain ing coopera t ive  c r e d i t  and  saving  societ ies in 
the i r  infancy .  Whi le  the poten t i a l  is ava i l able for the  m o b i l i s a ­
t ion  o f  savings  with the prov is ion  o f  g rowth  facil i t ies,  lack o f  
in i t i a l  s t a te  f inancial  su p p o r t  w ou ld  n o t  p rovide  sufficient th r us t  
to r u ra l  soc io-economic progress .  Th is  is p r ob ab ly  a bu i l t - in  
w ea k ne ss  o f  a cooperat ive  for  the wea k  and  d i so r gan i s ed  wh o  p a ­
t ron ize  it,  hold it in high esteem do have the conf idence a n d  fa i th  
b u t  l ack  the  mean s  a n d  facil i t ies to  bui ld  it in o r d e r  to  r each  
the ir  r igh t fu l  des t in ie s  in the  ec on o mi es  o f  o ur  region.

I t  m a y  no t  be poss ible  for  coo p e ra t iv e  saving societ ies to 
raise even the miu isnun i a m o u n t  o f  ca p i t a l  f ro m  the  me m b er s  
r ight  a t  t he  beginning.  T he  weaknesses  o f  a coopera t ive  in this  
r e g a rd  vis-a-vis a p r iva te  or  pub l i c  u n d e r t a k in g  is general ly  
ac ce p te d  a n d  therefore  i f  a  coo pera t ive  is a s ke d  to  r aise the 
n ee d ed  cap i t a l  by i t sel f  the  p rogress  o f  the coopera t ive  en t e rp r i se  
m a y  be  slow o r  ma y  no t  be able  even to com e  into exi stence.
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The  responsib i l i t i es  o f  the s t a t e  in th i s  r ega rd  is recognised 
because  it is on ly  the  state which  can  poss ibly lend sup por t  to  
the w ea ke r  sect ions  o f  the c om m un i t y .  ] t  m u s t  be emphasi sed  
t h a t  s t a t e  cap i t a l  a id shou ld  n o t  be ac co m p an ie d  wi th special  
r igh ts  a n d  privi leges for  i tself  in the c o n t r o l  and m a n ag e m en t  o f  
the  coo pe ra t ive  r educ ing  the coope ra t ive  on ly  to a posi t ion o f  a 
d e p a r t m e n t  o f  the  government .

The  as soc ia t ion  o f  the s t a te  s ho u ld  be r eg a rded  as a p a r t ­
ne r s h ip  a m o n g  eq ua l s  a n d  no t  u se d  as a lever to  intervene in the  
affairs  o f  the  coo pera t ive .  At  the  same t i m e  th r o u g h  its pe r iod  
o f  g rowt h  the  coopera t ive  shou ld  n o t  forge t  the imp or ta nce  o f  
self-help a n d  str ive to  a t t a i n  self-siifTiciency by g r a d u a l l y  r et i r ing  
the  s t a t e  ca p i t a l  t h a t  may  have been p rov ided  to  it ini t ial ly.  
W i th o u t  d o u b t  an i n d e p e n d e n t  coop er a t iv e  sav in g  society 
w i th  s o u n d  m a n a g e m e n t  pr inciples  deve loped through  the years 
wo u ld  be in a po s i t ion  to look into the  con t i nue d  a n d  var ied 
nee ds  of  i ts me mbers .

We see ins t ances  in ou r  econo mies  where pr ivate saving 
in s t i t u t i o n s  a n d  some t imes  su rp ri s ing ly  s t a t e  spo n so re d  saving 
b a n k s  su p p os e d l y  wi th  nob le  object ives o f  ru ra l  welfare mo bi l i s ­
ing  ru ra l  f u n d s  for  u t i l i sa t ion  in u r b an  a n d  ind us t r i a l  projec ts  
o f  no  d i rec t  benefi t  to  the rural  c o m m u n i t y .  These  are glar ing  
s i t u a t i o n s  o f  in s t i tu t i ons  sapping  w h a t e ve r  l i t t le r esources  our  
ru ra l  pe op le  have  for  de ve lo pm e n t  d tv o id  o f  any posi t ive benef i t  
to them.  S uc h  in s t ances  a d d  mor e  s t r eng t h  to  iny co n te n t i on  
tha t  sav ing  ins t i tu t io ns  would be able to serve the  co m mu ni ty  
be t t e r  if  r u n  a long coopera t ive  lines.

Co o p e ra t i v e  saving efforts will com e  to nil if it is m a n a g e d  
by i n c o m p e t e n t ,  d i sh on es t  and  unski l led  people  a n d  could be o f  
grea t  d isservice to the  society tha t  it i n t e n d s  to serve. Ded icated  
se rvice-or i ented  employees  and  good f inancial  m a n a g e m e n t  arc 
n ee de d  if i n s t i t u t i o n s  are to succeed.  In this r ega rd  a serious 
p r ob le m  migh t  ar ise d ue  to  the non -av a i l ab i l i ty  o f  skil led m a n  
power .  H e r e  aga in ,  the  S tate ca n  take the ini t ia t ive  to  p rovide  
peop l e  t e m p o r a r i l y  f rom its m a n p o w e r  pool  o f  t r a in ed  pe r s o nn e l  
a n d  a r r an g e  t r a i n in g  a n d  o r i en ta t io n  faci l i t ies to the  p e r m a n e n t
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employees  o f  the  societ ies in coo p e ra t iv e  f inancial  m a na g e m en t .  
T h e  go v er nm e nt  pe r sonne l  could  slowly be ph as ed  ou t  over  the 
years  by p r ov id in g  op p or tu n i t i e s  to  the  mor e  e d u c a t e d  a n d  
kn ow led ge ab l e  ru ra l  m e m b er s  to  u n d e r s t u d y  the  me ch a n i cs  o f  
coope ra t ive  m a na ge m en t .  It is, I adm i t ,  easier  sa id  th a n  
done.

I h ad  del iberate ly o m i t t e d  in my  speech the  signi ficance o f  
the p r o m o t i o n  of  saving a n d  its im p a c t  in the  indus t r i a l i z a t ion ,  
comme rce ,  t r ade  a n d  m o d e rn i sa t i o n  o f  our  societ ies.  Savings is 
o f t en  a s soc ia ted  with a  bus iness  ove r ton e  th a t  a pr ivate ca p i t a l i s t  
a n d  in d u s t r i a l i s t  seeks to  v e n t u re  in to  indus t r i a l  a n d  m a n u ­
fa c tu r i ng  lines.  Sav ings  is a l so  a s so c i a t e d  in the u r b an  c o m ­
m u ni ty  as a m e a n s  o f  f inance in the m on ey  a n d  s tocks  m a rk e t s  
a nd  in te r n a t io n a l  comm erc e  a n d  t r ade .  Savings is m a n i p u l a t e d  
by a few fur the benef i t  o f  a few who are mos t  of t en  inf luential  
bu s i ne ssm en  o f  u r ba n  c o m m u n i t i e s  who  fo rm only a negl igible 
pe r cen tage  o f  o ur  r e g io n ’s p o p u la t i o n .  Savings is p a i n te d  wi th  
such sop h i s t i ca t ion  th a t  the  rust ic a n d  more d em an d in g ,  dow n- to  
e a r t h  p r ob le m s  a re  left u n a t t e n d e d .

I hope  you  would  n o t  be mis led into th i nk ing  th a t  s ince 
1 have  most ly em phas i sed  the p a r t  p l ayed  by the  coo pe ra t ives  
a nd  the  state in lending su p p o r t  to  the  weaker  sect ions o f  o u r  
societ ies,  o the r  na t ion a l  a re as  may  be depr ived  o f  serious c o o p e ­
ra t ive  a n d  state a t t en t ion .

Let  me  conc lude  by p o in t i n g  t h a t  the progress  a n d  deve­
l o p m e n t  o f  a n a t io n  c a n n o t  be ju d g e d  by the  bu i ld ing  o f  ci t ies 
a n d  luxur ies  for a select few or  ho l iday  resor t s  to  a t t r a c t  the 
a t t e n t i o n  o f  fore igner s bu t  by the com ple te  t r a n s f o r m a t io n  o f  the  
society ; a t r a n s f o r m a t i o n  tha t  involves the  im pr ov e m en t  in 
l iving s t a n d a r d s  o f  the o r d in a r y  peop l e .  I t  also involves a 
ch an ge  for  the b e t t e r  o f  th e  hopes ,  a s p i r a t i o n s  a n d  mo t iva t ions  
o f  o u r  people.  Th is  chan ge  has  to  t ake  its roo t  in the ag ra r i a n  
a nd  less developed sector  tha t  ha s  been dep r ived  o f  a bet t e r  
deal  for  too  long. A d m i t t e d ly  this c h a n g e  is a long h a r d  process,  
a nd  it is in this  p rocess  the  coopera t ive  insu rance  a n d  c o o p e ­
rat ive savings  will be expected to play  a s igni f i can t  pa r t .
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Cooperative Insurance in the Pliilippines

B. P. F A U S T I N O *

Introduction

I a m  ad dr e ss in g  the sem ina r  no t  as  an expe r t  on c o o p e r a ­
tive in su r a n c e  bu t  as one  who has had s o m e  exper ience in o r g a n i ­
sing a coop er a t i ve  insu rance  society — the  Coo pe ra t ive  I ns u ra n ce  
Sys tem o f  the  Ph i l ipp ines  (CISP)  and  it is pe rh a p s  this  f i rs t -hand 
exper i ence  tha t  wou ld  prove to be o f  som e  value to you.

T h e  C I S P  is still a very young  o r gan i sa t io n .  It has  been 
o pe ra t io na l  only for  the pas t  one a n d  a h a l f  years,  a l though  we 
l ike to  th ink  t h a t  a l ready ,  wi thin this  very shor t  span  o f  t ime,  it 
has  c rea ted  e n o u g h  imp ac t  in the c ou n t ry s i d e  to  d em o n s t r a t e  
one  th ing  ; t h a t  given a sufficietly b r o ad  mass  base,  an e c o n o ­
mic ac t ivi ty such  as insu rance,  h i th e i to  cons ide red  the preserve 
o f  the m o n e y ed  class o n l y —at leas t  in the  c o n t ex t  o f  which I 
speak  - can  be run  a n d  can render  m u c h  needed services for  its 
m e m b e r s h ip  as  economical ly  a n d  as eificiently as  any  o the r

•  M a n a g in g  D irector ,  C ooperative  Insurance System o f  ihe Phil ippines,  
M anila .
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priva tely owned  business  can ,  if not  bet ter .  H o w  in the long  run  
C I S P  will fare is, o f  course ,  a n o t h e r  m a t t e r ,  a n d  only t im e  can 
tell,  a l t h o u g h  ind ica t ions  a re  t h a t  it has  m a d e  its m a rk  a n d  is 
the re  to  stay.

In sha r ing  wi th  you our  exper i ence,  however,  I w o u ld  have 
to go a li t t le f a r the r  back a t  some  p re -C IS P  t ime a n d  will  e n d e a ­
vour  to descr ibe  to you w h a t  efforts were t a ken  to  lay do w n  the 
g r o u n d w o r k ,  so to  speak,  for  CISP  a n d  othe r  cooperat ive  o p e r a ­
t ions which  I hope  I shall  have t ime to  very briefly descr ibe  to 
you to o .  For  the  fact  is, CI S P  h ad  the  ad v a n ta g e  o f  s t a r t ing  its 
o pe ra t io ns ,  in Decem be r  o f  1974, wi th  an  a l ready  o r gan i se d  
ins t i tu t io na l  ne two rk  at the vil lage o r  f a r m  level.

It is a pa i ns tak ing ,  t i m e- co n su m in g  process  o f  o rgan i s i ng  
such an  ins t i tu t ional  ne t wo rk  o f  e d u c a t in g  the f a rm er  on a 
mass ive  scale in coopera t ives ,  a nd  o f  a r o u s i n g  insu rance cons c i ­
ousness  a m on g  the f a r mer  p o p u l a t i o n  also,  as this  g r ou p  in sha rp  
c o n t ra s t  to their  u r b an  c o u n t e r p a r t s ,  never h a d  the benefi ts  o f  
in su ranc e  p r o tec t ion ,  no r  even knew a b o u t  the ava i l ab i l i ty  o f  it 
as a n  ec on om ic  shield aga ins t  un f o reseen  events.

T h e n  I shal l  go to CIS P  s t r u c t u re  a n d  o p er a t io n s ,  the 
r esul t s  o f  its op e ra t io n s  a f te r  one a n d  a ha l f  years,  the p ro b le m s  
we have  encoun te red  ope ra t iona l ly ,  a n d  some  ou t loo ks  for  the  
fu ture .

The S a m a h a n g  Nayon  : P re -C oop era t i ve  Base a t  Village Level

The  ec ono my  o f  the Ph i l ipp ines  has been,  a n d  still  is, 
p r e d o m i n a n t l y  ag r i c u l tu r a l ,  a n d  the  ba c k bo ne  o f  this  is the 
f a rmer .  There  a re  several  mi l l ions  o f  them,  o u t  o f  a forty 
mi l l ion o r  so p o p u la t i o n ,  sca t t ered  in several  t h o u s a n d s  of  
i s l ands  ( t o ur i s m  p a m p h le t s  say we have 7,107 i s l ands  a l th o u g h  
conce ivab ly  this inc ludes  even the  p la in ,  u n i n h a b i t e d  o u t c r o p p ­
ings) which make  up the 115,000 s q u a r e  miles o f  tlie P h i l ipp ine  
a rch i pe l ag o .  So m e  86 d ia l ec t s  a r e  spoken ,  a l th ou g h  on  a 
r eg iona l  basis,  there are a t  l east  e igh t  p r i nc i pa l  dia lec ts  which  
are f ai r ly  well u n de r s t oo d .  L i t e racy  ra te  is very high though ,
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which makes  any  effort a t  massive o r g an i s a t io n  a n d  educa t ion  
th a t  m u c h  easier.

T h e  S a m a h a n g  N a y o n  (SN) is a  vi l l age a s socia t ion ,  ma d e  
up o f  m i n i m u m  25, n iax inn im 200 me mb ers ,  p r i ma r i l y  f armers ,  
r es iding in one village.  It is r eg is t ered  with the gov ernme nt  
d e p a r t m e n t  which ad m in i s t e r s  this p r o g r a m m e - t h e  De pa r t me n t  
o f  Local  G o v e r n m e n ts  and  C o m m u n i t y  D e v e lo p m e n t— a n d  th e re ­
fore has  a legal per sonol i ty ,  wi th its own  b o a r d  a nd  set  of  
officers c om in g  f rom the  f a rm er  p o pu la t io n .  It was designed 
wi th three p i inc ipa l  fu nc t ions  in mind  : as a vehicle for education, 
for  a n d  io i  discipline. I shall  deal  very briefly with the
first two  funct ions ,  because these a re  r e l evant  to  coopera t ive  
insurance.

Ed u ca t io n  was  ca r r i ed  on in massive  scale,  ut i l is ing 
so ph i s t i ca ted  a p p r o a ch es  a n d  all fo rm s  o f  med ia .  G o v e r n m e n t  
field ex t ens io n  workers  were ha rn e sse d  for  this job.  F a r m e r  
m e m b er s  o f  SN un d er w en t  lessons ( r a ng ing  f rom ccoFCiat ive 
pr inciples  to r ights  a n d  ob l iga t ions  o f  me m be r s  to m o d e rn  t ech­
n iques  in cu l t iva t ion  to o the r  act ivi t ies  which  w j u l d  su pp le me nt  
f a r m  inco me  to bas ic  accou n t ing ,  etc.) des igned  to last 65 weeks.  
At  l a t er  stages,  coopera t ive  ins u ra n c e  was  ma de  p a r t  o f  the 
lessons.

S N  me mb ers  were a s ked  to  bu i l d  up,  t h r o u g h  c o n t r i b u ­
t ions ,  two  types  o f  funds : the ba r r i o  (village) gu a r a n ty  fund,  
a nd  the ba r r i o  savings fund.  The first is a co m m on ,  social fund  
com ing  f rom fa r m er  co n t r ib u t io ns  a t  th e  r a t e  o f  one cav an  
(sack) o f  p a l ay  (p addy)  per hecta re  per season ,  a n d  the fu n d  is 
ava i lab le  for  a n u m b e r  o f  purposes ,  a m o n g  which  a re  t h a t  it 
c a n  be a  source  o f  p r e m i u m  for  g r ou p  life ins u ra n c e  as well as 
ad v a n ce s  for  se t t l ement  o f  c l aims  in the event  o f  d e a th  or  
acc iden t .  T h e  second fund is ma d e  up  o f  5% o f  all loans of  
f a rm ers  a n d  is ava i l able  as a source  o f  cap i t a l  for  them  in p u t t ­
ing up  n ee d ed  coopera t ive  s t r uc tu res  to serve thei r  needs.

Th er e  is n o  need here to dea l  on  th e  o the r  detai l s  
o f  this  p r o g ra m m e  a n d  a l so  it is n o t  possible  to do  so
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w i t h o u t  the risk o f  digressing too  m u c h  from the  ma in  sub jec t  
m a t t e r ,  a n d  w i th ou t  the risk o f  ove r - s impl i fying th is  very 
in te res t ing ,  sys temat ica l ly  i m p l em e n te d  p r o g ra m m e .  There fo re ,  
1 shal l  on ly  set d o w n  s ta t is t ic s  which  show the present  s t a t us  o f  
the  p r o g ra m m e .  The p r o g r a m m e  s t a r t ed  late in 1973, a n d  as o f  
M a r c h  1976, some 18,232 SNs  have been o r ga n i s e d  with 855,675 
m e m b er s ,  o f  which 14,517 S N s  were regis t ered wi th a m e m b e r ­
ship o f  734,428.

Bui ld up o f  fu nds  as o f  the sa m e  da te  were as fol lows ;

Pesos

G ene ra l  F u n d  ( f rom membersh ip - fees )  11,832,045.10

Barr io  Saving F u n d  20,375,121.37

Bar r io  G u a r a n t y  F u n d  15,776,758.64

T ota l  SN F u n d s  47,983,925.11

T he re  has  not been a ny  o t h e r  p r o g ra m m e  in the  long 
h i s to ry  o f  similar  a t t e m pt s  in the Ph i l ipp ines  th a t  has succeeded 
to  mobi l i se  f rom the  f a r mer  p o p u l a t i o n  as subs t an t i a l  sum  of 
money  as this .

The beginnings o f  coDperative insu rance

So mewhere  mids t re am ,  while th i s  massive o r gan i sa t ion  
and  e d u c a t io n  c a m p a ig n  was  still  going on,  a t  a  poin t  wher e  
ab o u t  10,000 SNs h ad  a l r e ad y  been o rgan ised,  it was  th o u g h t  
t h a t  it was  ab o u t  t ime t h a t  co o p e i a t iv e  ins u r anc e  was s t a r t ed ,  as 
a pa r a l l e l  deve lop me nt  scheme as we ca l led  in to  d e m o n s t r a t e  in 
p rac t i ce  the  efficacy o f  a coop era t ive ly -ow ned  a n d  run  insu ran ce  
sys tem for  f a rmers  a n d  workers .  Sixty-five weeks o f  lessons is a 
long  s t re t ch  a n d  one can h a r d ly  expe c t  sus t a in ed  interes t  du r ing  
this  long  per iod  w i th ou t  d e m o n s t r a t i n g  by concre te  ex am ple  
some  o f  the  lessons being t aught .

P r imers  on  coopera t ive  ins u r anc e  were thus  wr i t t en  a nd  
m a ss - p ro d u c e d  : i n su rance  leaflets were des igned  in s imple
language ,  i l l u s t r a t e d  comics -s tyle,  a n d  t r ans la t ed  into the  eight
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p r in c ip a l  d ia lec ts  spoken  in d iffe rent p a r t s  o f  the c o u n try .  The 
o rg an ise d  S N s  becam e vehicles for d i s t r ib u t io n  o f  these 
m a te r ia ls .  A t  the sam e time, rad io  was used  extensively  with 
co o p e ra t iv e  insu rance  slogans plugged in all r a d io  s ta t io n s  h o u r  
a f te r  h o u r  a n d  d r a m a  spots high ligh t ing  the a d v a n ta g e s  o f  
co o p e ra t iv e  in su ran c e  a n d  the benefits w hich  would  flow from  it 
reg u la r ly  a i re d  a t  p r im e  rad io  tim e. W ith in  pre-set tim e f ram es ,  
o r ie n ta t io n  sessions a n d  sem ina rs  were held  for  core  g roups ,  a n d  
on  an  echo  bas is ,  the  circles w idened .  l inm ed ia te ly  a f te r  all 
these ,  the  ca m p a ig n  w as s ta r ted  for c a p i ta l  c o n t r ib u t io n s  w ith  
w hich  to  p u t  up  the coope ra t ive  in s u ra n c e  society . These took  
place early  1974.

P h i l ip p in e  in surance  laws ( there is no  c o o p e ra t iv e  in s u ­
rance  law) s t ip u la te  th a t  before any in su ra n c e  o rg a n isa t io n  can  
be licensed  to do  business ,  it m u s t  have  a p a id -u p  c a p i ta l  o f  two 
m illion  pesos (P2 ,000,000.00) p lus  c o n t r ib u te d  su rp lu s  (m e a n t  to  
de f ray  o p e ra t in g  costs)  o f  one m il l ion  pesos (PI ,000,000.00) o r  
a to ta l  cash o f  th ree  m illion  pesos (P3 ,0J0 ,000 ,00).  In a  n u m b e r  
o f  m on ths ,  som e h a l f  a million farm ers  c o n t r ib u t in g  P2.00 each  
( a p p ro x im a te ly  U S  $0 27) th ro u g h  th e i r  respective  S N s m ade  up  
for  the  first m illion .  Existing  c o o p e ra t iv e  societies o f  al l  types  
jo in e d  in the v en tu re  a n d  la ter  on, a d d i t io n a l  fu n d s  were pu t in 
by way o f  in v e s tm e n t  in e q u i ty  by the C o o p e ra t iv e  D ev e lo p m e n t  
L oan  F u n d ,  a sem i-governm ent fu n d in g  agency adm in is te red  
jo in t ly  by g o v i r n m e n t  a n d  the  co o p e ra t iv e  sec to r .

By O c to b e r  o f  1974, C IS P  was g r a n t e d  a license to  o p e ra te  
by D ecem b er  o f  the s a m e  year,  its first po licy-the  g roup  life 
year ly  renew able  te rm  insu rance ,  for S N  a n d  coope ra t ive  
m e m b ers  a n d  w orkers -w as  app roved  by the  office o f  the In su ra n ce  
C o m m iss io n e r ,  the  governm ent agency  th a t  regula tes  in su ran c e  
activities. As a  coopera tive ,  C IS P  is reg is te red  with  the G o v e r n ­
m e n t  D e p a r t m e n t  in charge o f  co o p e ra t iv e s  as  an  in su ra n c e  
o rg a n isa t io n ,  it is licensed to  o p e ra te  by, a n d  does business  
u n d e r  the  supe rv is ion  o f  the office o f  th e  In su ra n ce  
C o m m iss io n e r .
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Ownership Profile of CISP

S hares  o f  stock in C I S ?  m ay  be ow ned an d  held  on ly  by 
p re -coope ra t ives  an d  coope ra tives .

By organisational level, we have  the  following :

Pre-cooperatives  (S N )

C oopera t ives  (p rim ar ies )

C o o p e ra t iv e s  (sec o n d a r ie s  or 
fede ra tions)

T o ta l  m em bers

11,712 societies 

184

11,904 societies

By type  o f  cooperatives ,  we have the following :—

A gricu l tu ra l  (p re-coop)

C red i t

C o n su m ers

Service

M arke t ing

M u l t i -p u rp o se

P ro d u c e rs

L a b o u r

To ta l

11,712 societies 

94 societies 

29 societ ies 

8 societies 

20 

13 

6

22 „

11,904 societ ies

In te rm s o f  cap ita l  c o n t r ib u t io n s ,  as o f  D ec em b e r  31, 1975, 
pa id  up  ca p i ta l  to ta l led  Pesos 4,393,357.41, b ro k en  dow n in to  :

A m o u n t  Percent ( to  to ta l)

P  1,083,974.48 25%

2,309,378 .00  52%

SN  c o n t r ib u t io n s  

C oo p e ra t iv e s  

C o o p e ra t iv e  D eve lop­
m e n t  L o a n  F u n d

T o ta l

1, 000 ,000,00 

P 4,393,352.48

23%
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Other fiCts and figures as o f  Decem ber 31, 1975

T o ta l  re sou rces  soared to  Pesos 6.6 m illion  rep resen t ing  
an  increase o f  6 5%  com ing  from  cap i ta l  c o n t r ib u t io n s ,  p rem ium  
inves tm en t  incom e,  a n d  bo rrow ings .

A  to ta l  o f  1,700 SN s, coopera tives  a n d  co o p e ra t iv e  o r ien ­
ted o r g a n is a t io n s  rep resen ting  86,530 in d iv id u a ls  were covered, 
ra is ing  th e  sy s te m s  exposure  to  Pesos 230.4 m il l ion .  S N s represent 
the b u lk  o f  cove red  o rg an isa t io n s  (1,663 or 97.82% ) while 
c o o p e ra t iv e s  a n d  c o o p e ra t iv e  o r ie n te d  o r g a n is a t io n s  rep re se n ted  
a m in o r  s e g m e n t  (37 o r  2.18%).

P re m iu m  incom e to ta l led  Pesos 1.47 M .

Inves tm en t  p o r tfo l io  to ta l le d  Pesos 4 .7  m il l ion ,  to ta l  yield 
in v a r io u s  inves tm en ts  averaged 15.75%.

R e su l ts  o f  overa ll  o p e r a t io n s — to ta l  gross  incom e o f  
a lm o s t  P esos 1.6 m il l ion  which resu lted  in  Pesos 38,717 to ta l  
re ta ined  e a rn in g s .

Operations

Since the s t a r t  o f  o p e ra t io n s ,  on ly  o n e  ty p e  o f  insu rance  
policy has  been  m a rk e ted  so far : the  g ro u p  life yearly  renewable 
te rm  in su ra n c e ,  w ith  acc iden ta l  d ism e m b e rm e n t  as o p t io n a l  offer. 
F o r  fa rm er  m em bers  o f  SN, m in im u m  P 2,000.00 sum  insured ,  
m a x im u m  P 5 ,000,00. A m aste r  policy is is sued  in th e  nam e o f  
the p re-coope ra tive /coope ra tive ,  an d  m em bers  receive ind iv idual  
certif ica tes o f  in su ran c e .

P re m iu m s  are  co llec ted  th ro u g h  the S N ,  a n d  c la im s  are 
se ttled  th ro u g h  the  sam e channel .  E spec ia l ly  in  c la im s, the  S N  
channe l  m a k e s  for  exped it ious  se t t le m en t  ( a n d  here C IS P  has 
es tab l ished  a reco rd  for fa s t ,  efficient servic ing o f  c la im s)  because 
funds o f  the  S N  (the  B arr io  G u a r a n ty  F u n d )  ca n  be ad v a n ce d  
to  m em b ers  fo r  se t t le m en t  o f  c la im s u n d e r  ce r ta in  bu i l t - in  
co n t ro l  sys tem s  w hich  w ould  la ter  on  be re im b u rse d  by  C IS P  
p ay a b le  to  th e  sa m e  ac co u n t .  This w ay ,  p r o v id e d  the  c la im s  are
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leg it im ate ,  these are  se ttled  a lm o s t  w ith in  24 h ou rs .  T h u s ,  bo th  
in co l lec tion  as well as  s e t t le m e n t  o f  c la im s— two very v ita l  a s ­
pec ts  o f  the  o p e ra t io n s  which can  be very expensive p ro pos i t ions  
a d m in is t ra t io n -w ise ,  the S N s as  v i l lage-based  in s t i tu t io n s  have 
p ro v e d  th e ir  effectiveness as  c h a n n e ls  fo r  these  services.

In the  offing and  d u e  to  be m a rk e te d  before  1976 en d s  are  
the G r o u p  Life S avings Incen tive  In su ra n ce ,  L o an  p a y m e n t  
p ro te c t io n  in su rance ,  an d  la n d  p a y m e n t  p ro tec t io n  in su ran c e  ( fo r  
ag ra r ia n  re fo rm  certificate o f  la n d  t i t le  holders). To be offered 
a li t t le  la te r  a re  whole life, e n d o w m e n t  a n d  co nve r t ib le  te rm  
in su ran c e .

Special services

P re p a r a to r y  to b u i ld in g  up  expe r ience  on non-life  i n s u ­
rance  an d  to  be ab le  to  service the  non-life  in su ra n c e  needs o f  
its m e m b ers ,  C IS P  is now  able u n d e r  agency  a r r a n g e m e n t s  to  
cover  its m em bers  with all the ir  non- life  req u irem en ts .  Eventually  
th e  ta rg e t  is to  p u t  up a s is te r  gene ra l  in su ran c e  co m p a n y .

I t  has p u t  up  an  I n v e s tm e n t  A d v iso ry  Services w hich  helps 
an d  gives va luab le  inves tm en t  a s s is tan ce  to  m em b er  co o p e ra t iv e s  
w ith  s izeab le  investiblc funds .

C lS P  now  leads the field in c o o p e ra t iv e  ed u c a t io n  a n d  
t r a in in g  p ro g ra m m e s  as well as in p ro v id in g  technical ,  adv iso ry  
a n d  c o n s u l ta n c y  services to  affilia ted co o p e ra t iv e  o rg a n isa t io n s ,  
in c lu d in g  advice an d  a s s is tan ce  in the  fo rm a t io n  o f  o th e r  types  
o f  co o p e ra t iv es .

O f  its to ta l  inves tm en t p o r t fo l io ,  some P 800,000.00 are 
now  in o th e r  types  o f  coope ra tives .

Som e problems

In  any new  v e n tu re  - a n d  c o o p e ra t iv e  in su ran c e  for us 
h as  b ee n  n o th in g  less th a n  p io neer ing - the  b u i ld in g  up  o f  p e r s o n ­
nel c a p a b i l i t i e s  is a m ust .  T he  easier  way w ou ld  have been fo r  
us to  rec ru it  f ro m  the p r iv a te  in d u s t ry ,  bu t  we th o u g h t  we
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w an te d  to  be ab le  to  p roper ly  o r ie n t  people with  a  fresh  
a p p r o a c h ,  u n h a m p e r e d  by an y  bu il t - in  grooves a n d  a t t i tu d e s  
they  m ay  h ave  deve loped . H e r e  sis ter  co o p e ra t iv e  in su ran c e  
societies in th e  region have been  very h e lp fu l .

N o  in s u ra n c e  o rg an isa t io n  in the  P h i l ip p in e s  has  had  th a t  
m uch  ex p o su re  to  the  ru ra l  areas ,  a n d  specifically  to  the  fa rm e r  
p o p u la t io n .  In  c a lc u la t in g  m o r ta l i ty  r a te s ,  som e were o f  the  
view th a t  f a r m e r s  a re  m ore s tu rd y  by n a tu r e  a n d  the re fo re  have  
longe r  life expectanc ies ,  while o th e rs  felt this m igh t  not be t ru e  
because o f  th e  lack  o f  medical facilit ies  in th e  v illages. As we are  
now  cove r ing ,  on  a g ro u p  basis,  w hich is n o n -m ed ica l ,  fa rm ers  
be tw een  ages 15 a n d  65, af te r  one  a n d  a h a l f  years ,  we are  
n o w  feeling  t h a t  the  dea th  ra tes  are r a th e r  high, b u t  th is  cou ld  
a lso  be b ec au se  o f  any one  o f  a n u m b e r  o f  rea so n s ,  am o n g  which 
are  an t i - se le c t io n ,  too  high an  age b ra c k e t  w hich we are  covering 
n o n -m ed ica l  o r  th a t  we ju s t  have no t ach ieved  e n o u g h  spread  yet 
on  a  n a t io n w id e  basis .  W e a re  look ing  a t  the  p ro b lem  very  
serious ly ,  a n d  we expect to  com e up  w ith  som e answ ers  soon.

The last poss ib i l i ty  I have identified  u n m is ta k a b ly  po in ts  
to  a m a rke tin g  p ro b lem ,  because desp i te  the p resence o f  a widely 
b a s e d  in s t i tu t i o n a l  netw ork  a t  the  village level,  as you  will have 
seen f rom  the  d a ta  I have given above , we have h a rd ly  covered
10 per  cen t  o f  a n  exis ting ,  a lm os t cap tive ,  m a rk e t ,  n o t  to  m en tion  
the  m u c h  la rg e r  m a rk e t  which is th a t  bigger n u m b e r  o f
th e  yet u n o rg an ise d  ( in to  SNs) fa rm ers .  O f  co u rse  we do  n o t  lose 
s ight o f  the  fac t th a t  one  a n d  a  h a l f  yea rs  o f  o p e ra t io n s  is n o t  
such long t im e  b u t  nonetheless ,  a t  th is  ea r ly  stage, efforts  a re  
a l re a d y  u n d e r w a y  to  increase in size o u r  still very  n o m in a l  sales 
force.

G r o u p  te rm  life policies are n o t  th a t  m u c h  o f  a  m o n e y m a k e r  
f rom  the  pu re ly  econom ic  po in t  o f  view . H ow ever ,  it is a n  
excellent ,  low -cost  vehicle, for servic ing the  m o s t  b as ic  needs o f  
the  m e m b ersh ip .  B u t  af te r  th is ,  we sh o u ld  now  be ab le  to  b ranch  
o u t — as we now  p la n  to  im m ed ia te ly — in to  m o re  luc ra tive  lines, 
w hich  are  the  whole life a n d  e n d o w m e n t  in d iv id u a l  policies,
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a lo n g s id e  the  o ther  p r o d u c t  l ines  I m e n t io n e d  ea r l ie r  in these  
no tes .

S o m e  observations

We h ad  always looked a t  co o p e ra t iv e  in su ran c e  as  a spring  
b o a r d  for fu r the r  coope ra t ive  d ev e lopm en t .  W h a t  has  ta k e n  
p lace  in this  sho r t  sp a n  o f  t im e  has s t reng thened  th is  view 
because  now , on  a m uch  fa s te r  pace, a re a  m arke ting ,  c red it ,  
c o n s u m e r ,  a n d  service co o p e ra t iv e s  have come u p ,  assis ted  
d irec tly  or  ind irec tly  by CISP. A lrea d y  a fa ir ly  large an d  m o d e rn  
coopera tive  su p e rm a rk e t  has  been o p e n e d  a n d  is now  do in g  very  
well in  the  h igh ly  co m p e t i t iv e  M « tr o - M a n i la  a rea .  A c o o p e ra t iv e  
d ev e lo p m e n t  b an k  is a l re ad y  in the  process o f  o rg a n is a t io n ,  a n d  
is now  p resen tly  fun c t io n in g  as  a  savings coopera tive .  In  b o th  
these  new insti tu t ions ,  n o t  to  m e n tio n  a  n u m b e r  o f  several 
o th e rs ,  C ISP is a  sh a reh o ld er  a n d  assist,  in one  way or  a n o th e r ,  in 
the  m a n a g e m e n t  an d  a d m is t r a t io n  o f  its afifairs.

O p e r a t in g  l inkages w ith  o th e r  ex is ting  co o p e ra t iv e s— o f  all  
ty p e s — are  now  possib le ,  v ia  in s u r a n c e  o p e ra t io n s ,  a n d  because  
th is  is a c o m m o n  need  ir re spec t ive  o f  econom ic  ac tiv i ty ,  the 
response  is very  w arm .

C red ib il i ty ,  even fo r  a h i th e r to  u n k n o w n  (in the  f a rm  areas)  
as  c o o p e ra t iv e  in su ran c e ,  is n o t  t h a t  diflBcult to  es tab l ish  if  one 
is r e a d y  a n d  p rep a re d  to  d o  the bus iness  in the  m a n n e r  in w hich 
it  sh o u ld  be do n e .  A lrea d y ,  C IS P  has  achieved som e record  in 
ex p e d i t io u s  a n d  business- l ike  se t t le m en t  o f  claim s. A n d  th a t  is 
the  bes t  adve r t isem en t fo r  an y  in su ran c e  o p e ra t io n s ,  m u c h  m o re  
effective th a n  full page ad v e r t ise m en ts .  A lre a d y ,  a t  th is  halfw ay  
m a rk  for 1976, we have received in g ross  p rem iu m  incom e 
w h a t  we ea rn ed  for  the full year o f  1975, w hich s h o u ld  show  a 
def in i te  u p w a rd  t ren d  in sales.

W i th  an  in s t i tu t io n a l  ne tw ork  a t  the  village level such as  t h a t  
w hich  we have ,  th e  inc idence  o f  fake  o r  f r a u d u le n t  c la im s  can  
be re d u c e d  to  the  m in im u m  a t  very n o m in a l  cost.

100



A cknowledgements

I m us t  n o t  fail on  th is  occas ion  to  acknow ledge  the d eb t  o f  
g ra t i tu d e  C IS P  owes to  the In te rn a t io n a l  C oope ra tive  A lliance 
( IC A ) a n d  the  In te rn a t io n a l  C o o p e ra t iv e  In su ra n c e  F e d e ra t io n  
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very  m u c h  a t  p re -o rg an isa t io n a l  stages. A lready ,  a nu m b e r  o f  o u r  
s ta ff  have  been  t ra in ed  in M a lay s ia  a n d  s ta n d in g  a r ran g e m en ts  
arc  t h a t  we can  co n t in u e  such t r a in in g  p ro g ra m m e s  as an d  w hen  
we need  to  t r a in  o u r  o th e r  staff. In p la n n in g  for  o p e r a t io n s ,  a 
n u m b e r  o f  M C IS  key staff  sp e n t  v a lu ab le  t im e w ith  us giving 
gu idance ,  advice  a n d  assistance.

O th e r  s is te r  coopera tive  in su ran c e  societies as  f a r  aw ay as 
E u rope  a n d  the  U SA  as  well as o u r  h o s t  c o o p e ra t iv e  insu rance  
m ovem ent in J a p a n  have given en co u rag in g  h a n d s  a n d  v a lu ab le  
a s s is ta n c e — a t r ib u te  to  the  eflBcacy w ith  w hich  th e  w orldw ide  
coope ra t ive  m o v e m en t  u n d e r  the  overa ll  u m b re l la  o f  the IC A  is 
being b ro u g h t  to g e th e r  an d  its resources  m ax im ised  for c o o p e ra ­
tive d ev e lopm en t .
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Savings and the Cooperative Sector-Case o f Sri Lanka

R.D. De L IV E R A *

Colonial Period

Before the ad v e n t  o f  th e  co lo n ia l  p la n ta t io n  econom y, Sri 
L a n k a ’s a  econom y , specially a t  the v illage level was based  on 
b a r te r  an d  exchange  o f  m u tu a l  services. M oney  was kn o w n  from  
a ro u n d  th e  5 th  c e n tu ry  B.C. b u t  m oney  p la y ed  on ly  a m a rg in a l  
p a r t  in  the  econom y. Saving a t  the village level du r in g  the  b a r te r  
e c o n o m y  was bas ica lly  in the  fo rm  o f  k in d  in th a t  ag r ic u l tu ra l  
su rp lu s  w as s to red  for fu ture  use. T he  a m o u n t  an d  n a tu re  o f  
sav ings c a n n o t  be quan t if ied  except to  say  th a t  savings i ts e lf  was 
tied to  the  su rp lu s  ex trac t ion  process o f  a feudal society .

Signif icant changes in th e  Sri L a n k a n  eco n o m y  began  w ith  
th e  a d v e n t  o f  the Portuguese  in the 16th cen tu ry  a n d  the  increased  
im p o r ta n c e  o f  t r a d e  specia lly  in th e  W este rn  cen tre .  T he  
E u ro p e a n  in c u rs io n  which was for p u rp o se s  o f  sh ipp ing  c in n a ­
m o n  a n d  o th e r  spiccs co llec ted  f rom  the  h in t e r l a n d  to E u ro p e a n  
m arke ts  g rad u a l ly  began to  ta k e  a qu a l i ta t iv e ly  d iffe rent tu r n  
w ith  the  com ing  o f  the D u tc h  a n d  finally the  British . T he  P o r­
tuguese  co n ten d e d  them se lves  with co l lec tion  a n d  t r a n sh ip m e n t  
o f  spices th a t  grew m ost ly  n a tu ra l ly .  T he  D u tc h  on the  o th e r  
h a n d  e x p e r im e n te d  w ith  p la n ta t io n  ty p e  crops  a n d  the British  
tu rn e d  th is  in to  a  significant d is to r t io n  o f  the  econom y  by in t r o ­
ducing  la rg e  scale p la n ta t io n s  in to  the  co u n try .

•G e n e r a l M anager, P eo p le ’s B ank, C o lo m b o , Sri Lanka.
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Introduction of P lantation Industry and its im pact on the Economy

The Brit ish  who to o k  to ta l  co n t ro l  o f  the  c o u n t ry  in 1815 
in t ro d u c e d  coffee p la n t in g  in the  1840’s an d  w ith  the co llapse  of  
coffee due to  d isease ,  in tro d u c ed  tea in the la t te r  p a r t  o f  the  19th 
cen tury .  T he  p l a n ta t io n  system as o p p o se d  to  the  ea rlier  subsis­
tence ag r ic u l tu re  w as  based  on wage lab o u r ,  fac to ry  ty p e  o p e r a ­
t ion  o f  la rge  es ta tes  an d  p ro d u c t io n  for  a fore ign m a rk e t .  I t  was 
based  in it ia l ly  on  a sm all dose of foreign ca p i ta l  an d  th e  in d u s t ry  
was s im ila r  to  the  class o f  ex tractive  in d u s t r ie s  th a t  s p ra n g  up  all 
over the  T h ird  W o rld  in the  19th cen tu ry  to  su p p ly  the  E u ro p e an  
cen tre .  T he  su b se q u e n t  g row th  o f  the  eco n o m y  after  th e  in it ia l  
dose o f  fo re ign  ca p i ta l  was by the la rge  su rp lu s  gen e ra te d  in the 
co u n t ry  itself . T h e  su rp lu s  was sufficient also  to  p rov ide  h a n d ­
som e d iv idends  to  m ore  th a n  com pensa te  for the n o m in a l  invest­
m en t .

T hese  c h a n g e s  resu l ted  in the  econom y  o f  the  coun try  
being com ple te ly  rebu i l t  a ro u n d  the  activ ity  o f  p la n ta t io n .  The 
foreign b anks  t h a t  were es tab l ish ed  early  h ad  the  sole fu nc t ion  
o f  f inanc ing  th is  in d u s t ry  a n d  la rge scale profits  a rose  f rom  this. 
Eng ineer ing  firms a n d  w orkshops  grew up  to  service  the engi­
n eer ing  needs o f  the  p la n ta t io n  fac tory .  F o r  the  m a in te n an c e  
o f  ra i lw ays  a n d  r o a d s ,  governm ent en g inee r ing  e s tab l ishm en ts  
cam e in to  being.

T h u s  w ith  the  in t ro d u c t io n  o f  the  classica l p la n ta t io n  
econom y in the  la te  19th cen tu ry  the c o u n t r y ’s econom y suffered 
a classica l d u a l is t ic  spli t.  The enclave, so -ca l le d  m o d e rn  sector 
h a d  its m a in  in te rac t io n  w ith  the ex te rna l  w orld  a n d  very little 
in te rac t io n  w ith  the  t r a d i t io n a l  econom y  w ith in  which a large 
p a r t  o f  the p o p u la t io n  lived. By the  en d  o f  the  19th cen tury ,  
the enc lave sec to r  em p loyed  a b o u t  40% o f  the  Sri L an k a  labou r  
force a n d  the  t r a d i t io n a l  sec to r  60%. In  t e rm s  o f  th is  m a g n i ­
tu d e ,  the  bu lk  o f  t r a d e  in  the  co u n t ry  was between  the  enc lave 
sector  a n d  th e  o u ts id e  w orld  an d  few goods  a n d  services flowed 
between  the  t r a d i t io n a l  sector  and  the  enclave or  for th a t  m a t te r  
between the  t r a d i t io n a l  sector  a n d  the  ex te rn a l  w orld .

T he  in t r o d u c t io n  o f  the p la n ta t io n  ec o n o m y  h ad  a serious 
de le te r ious  effect o n  the  t r a d i t io n a l  sector.  N o t  on ly  was the
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m a in  p a t ro n a g e  an d  econom ic  activity  o f  the g o v e rn m e n t  den ied  
to  the  t r a d i t io n a l  sector,  b u t  the  in t r o d u c t io n  o f  the  p la n ta t io n  
m e a n t  t h a t  the t rad i t io n a l  sector  was d is loca ted .  In  the ce n tra l  
h ig h - la n d s  w here  the  p la n ta t io n  econom y  grew, la n d  which be­
longed  to  p a r t  o f  the village e c o n o m y  a n d  d e m arca ted  for g raz ing  
a n d  p o te n t ia l  village ex p ans ion  was su b je c t  to v ir tua l  de-facto  ex­
p ro p r ia t io n .  This was largely by the n o to r io u s  W aste  L a n d s  O rd i ­
nance  w hereby  the British dec la red  all l a n d s  to  w hich  no  fo rm a l  
ow n ersh ip  co u ld  be proved  to  belong  to  the  C row n. By this  
device la rg e  a reas  o f  co m m o n  p as tu re s  where ca t t le  grazed and  
fo res t  a reas  which  were an  im p o r ta n t  a n d  in teg ra l  p a r t  o f  the 
village e c o n o m y  a n d  ecology were sold  a t  r id icu lous  prices by 
th e  B rit ish  C ro w n  to  British  p la n te r s .  T h is  incu rs ion  in to  the  
p e a s a n t  econom y  was fu r th e r  a g g ra v a te d  by the G ra in  T ax ,  
whose m a in  effect was on  the p e a sa n try  to  the exc lusion  o f  the  
la n d  o w n in g  classes.

T h e  p aupe r ised  p ea sa n try  were o f ten  u n ab le  to  p ay  th is  
ta x  an d  so ld  their  la n d  and  the  nega tive  effects o f  the co lon ia l  
eco n o m y  o n  th e  t r a d i t io n a l  sec to r  was to  echo in the years  to 
com e in  th e  g row th  o f  ru ra l  in d e b ted n e ss  am o n g  the  m asses o f  
the  p ea sa n try .

T h e  supp ly  o f  labou r  in to  the  new  p la n ta t io n s  was n o t  by 
th e  use o f  ind igenous  la b o u r  b u t  im p o r te d  I n d ia n  la b o u r  (so 
ca lled  i n d e n tu r e d  la b o u r) .  The resu lt ing  s t ra in  on the  econom y 
in feed ing  this  new influx o f  la b o u r  a lso  h a d  se rious  d is to r t io n  
efifects o n  th e  co u n t ry .

T h e  p o s i t io n  o f  savings in the  c o u n t ry ,  w hich  sectors  p r o ­
v ide the  bu lk  o f  savings a n d  which in s t i tu t io n s  c h a n n e l  this  are  
governed  by the  m a cro  h is to rica l  c o n d i t io n s  d iscussed  above . 
In  fact,  the  classical d u a l is t ic  sp li t  over-rides  the  en t i re  savings 
a rea .

The Beginning o f Savings

Because o f  the  s t ru c tu ra l  sp li t  in th e  e c o n o m y  the  g en e ra ­
t io n  o f  sa v in g s  in the  tw o sec to rs  n am ely  the  en c la v e  a n d  the  
t r a d i t io n a l ,  ta k e  d ifferent q ua l i ta t ive  d im e n s io n i .  The enclave
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sec to r  h a d  been gene ra t ing  cons iderab le  su rp luses  from  its incep­
tion  a n d  h a d  fed the  b a n k in g  system  w h ich  w as o r ie n te d  basically  
to  th is  sec to r .  G e n e r a t io n  o f  savings in th e  t r a d i t io n a l  sector 
was neglected  a n d  weak. The g en e ra t io n  o f  sav ings  is in tim ate ly  
tied to  the  c re d i t  in s t i tu t io n s  in the  c o u n t ry  a n d  no descr ip tion  
o f  the  sav ings  sys tem  can  be d o n e  w i th o u t  desc r ip t ion  o f  the 
c re d i t  sy s tem . T h e  n o rm a l  supp lie rs  o f  c red i t  in the village 
econom y w ere la n d lo rd s ,  t r a d e rs ,  r icher  re la t ives  a n d  in more 
recen t t im es p ro fe ss iona ls  like school teachers  etc. A lthough  no 
precise d a t a  ex is ts  on  the  ex ten t  o f  in d e be tedness  in th e  early  
British tim es,  it has  been es tab l ish ed  th a t  by the  en d  o f  the  I9 th  
c e n tu ry ,  the  t r a d i t io n a l  fa rm er  was trem en d o u s ly  in deb t  to  the 
private m oney  lenders .  The rates  o f  in te res t  were h igh  a n d  at 
the tu rn  o f  the ce n tu ry  rep resen ta t ive  figures for  loans by p a d d y  
cu l t iv a to rs  w ere  as  follows ;

20 to  30 per  cent per  an n u m  on  a m or tgaged  lo a n  a n d  an
a n n u a l  ra te  o f  150 to 300 per  cen t  on  o th e r  advances .

A n e s t im a te  in 1906 o f  the  to ta l  in d e b te d n e s s  for the 
c o u n t ry  p u ts  i t  a t  a m in im u m  o f  Rs. 80 m il l ion  a t  in te res t  rates  
v a ry in g  f ro m  80 to  60 per  cent. I t  was a p p a r e n t  th a t  by the  tu rn  
o f  th is  ce n tu ry  sm all fa rm ers  in the  t r a d i t io n a l  sector were heav i­
ly in d eb t  to p r iva te  m oney  lenders .  It is in  th is  co n te x t  th a t  
ex tens ion  o f  c re d i t  th ro u g h  coope ra t ives  was in t ro d u c e d  in the 
early  d ecades  o f  the cen tury .

The first coope ra t ive  c red it  society w as in a u g u ra te d  in 1906 
in  D u m b a r a  in the  cen tra l  h igh lands  with  66 sh a re h o ld e rs .  A few 
o the r  c re d i t  co o p e ra t iv e s  were a lso  s ta r t e d ,  b u t  they  co u ld  not 
sp rea d  s u b s ta n t ia l ly  to  the  rest o f  the  co u n t ry .  A significant 
d irec t io n  in the  a l lev ia t io n  o f  ru ra l  ind e b ted n e ss  was the se tting  
u p  o f  the A g r ic u l tu ra l  Banks  C om m ittee  in 1909. T he  C om m ittee  
was r e q u i r e d  to  in q u ire  in to  c o n d i t io n s  ex is t in g  in the  t r a d i t io n a l  
ag r ic u l tu ra l  se c to r  a n d  how  A g r ic u l tu ra l  B anks  w ou ld  be suited  
to  co n d i t io n s  in C eylon .  T he  C om m ittee  found  th a t  m o s t  villagers 
were in d e b te d  n o t  so m u c h  to  the la n d lo rd s ,  b u t  to  m oney  lenders 
a n d  th a t  he was ob liged  to  “ buy his m oney  d e a r  a n d  sell his
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p ro d u c e  c h e a p ” . T he  C o m m it te e  r e c o m m en d e d  the e s tab l ish m e n t  
o f  C o o p e ra t iv e  C red i t  Societies e n a b l in g  the fa rm er  “ to b o r ro w  a t  
a rea sonab le  rate o f  in te res t  for  h is  ag r icu l tu ra l  needs ,  while 
offering him an  in d u c e m e n t  to  invest m oney  in his  lan d s ,  in 
m a n u re ,  im prov ing  ag r ic u l tu ra l  m ach in e ry  etc. al l  o f  w hich  could  
b r ing  a re tu rn  m ore th a n  c o m m e n s u ra te  w ith  the  ex p e n d i tu re  
in c u r r e d .”

Cooperative S ocieties Ordinance 1911

T h e  rec o m m en d a t io n s  o f  this C o m m ittee  cam e to  f ru it ion  
w ith  th e  en a c tm en t  in 1911 of  the  C o o p e ra t iv e  Societies O r d i ­
n an c e .  This legis la tion  was the beg inn ing  o f  o rgan ised  c red it  to 
sm all  fa rm ers  in the coun try .  The first co o p e ra t iv e  c red i t  society 
was reg is te red  in 1912. T h e  early  c re d i t  societies registered were 
o f  u n l im i te d  liabili ty  and  m o d e lle d  on  Raiffeisen lines, where the 
m e m b ers  were ind iv idually  a n d  jo in t ly  liable for  the deb ts  o f  the 
society .  C red i t  societies o f  l im ited  l iab ili ty  a n d  coopera tive  
th r if t  a n d  savings societies were tw o  o th e r  types of  cooperatives  
fo u n d e d  in the  early  period .  C r e d i t  societies o f  l im ited  l iab il i ty  
were first fo rm e d  in the  1920s. T hey  were also  kn o w n  as  u rb a n  
b a n k s  a n d  served m ostly  the  sm all  t r a d e rs  a n d  a r t i s a n s .  C o o p e­
ra tive  th r i f t  an d  savings ! ocieties were fo rm ed  m ost ly  by pub lic  
se rvan ts .  By 1942 there were  100 soc ie ties  o f  the  l im ited  liabili ty  
v a r ie ty  w ith  a m e m b e rsh ip  o f  4479 a n d  in  the  sam e year  there  
were 164 c o o p e ra t iv e  th r i f t  a n d  sav ings  societies with a m e m b e r ­
ship  o f  15,661 a n d  the ir  savings to ta l le d  Rs. 1.4 m illion .  
P ro m o t io n  o f  savings was the  m a in  o b je c t  o f  the  co o p e ra t iv e  
th r i f t  a n d  savings societies but lo a n s  were g r a n te d  up to  75% o f  
th e ir  sav ings.  By 1968 they h a d  a m e m b e rsh ip  o f  69,292 a n d  
savings o f  Rs. 15.6 m illion .  In  la te r  years  th e re  w as a t r e n d  fo r  the  
coope ra t ive  th r i f t  a n d  savings soc ie t ies  o f  pub lic  se rvan ts  to  be 
t r a n s fo rm e d  in to  societies o f  l im ited  l iab ili ty  so th a t  they  cou ld  
e x p a n d  the ir  lo a n  business  by rem o v in g  the  restr ic tion  of  lo a n s  to 
a percen tage  o f  the  savings held .  By 1968 depos i ts  in c red it  
soc iet ies  o f  l im ited  l iab il i ty  to ta l le d  Rs. 6.1 m il l ion  a n d  as a t  
end  o f  D ecem ber  1974, depos i ts  were Rs. 15.01 million.
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Cooperalive Credit Socielies

I d the  early  decades  coope ra tive  c re d i t  societies oi u n ­
l im ited  l iab il i ty  were the  m os t  n u m e ro u s  type  a n d  they ca te red  to 
the  ru ra l  p o p u la t io n .  A p a r t  from  in t ro d u c in g  organised cred it  
fo r  the  first t im e to the farm er,  the  e s tab l ish m e n t  o f  coope ra tive  
c re d i t  societ ies also s igna lled  the  en try  o f  a new in s t i tu t io n  to 
en c ou rage  th r i f t  a n d  savings a t  the  v illage level. U p  to  th a t  
t im e  the  on ly  in s t i tu t io n s  ava ilab le  to  th e  small saver were oflBces 
o f  the  P ost  Office Savings Bank.

T ab le  1 gives the  cooperative  g ro w th  in depos its  o f  the Post 
Office S avings B ank  a n d  the coope ra t ives  in the  early  period from  
1913 to  1930,

[n the  years  following 1930 and  r igh t up  to  the  la te  1950s 
these  c red i t  coopera tives  co n t in u e d  to  inc rease  in nu m b e rs ,  
m e m b e rsh ip ,  shares ,  deposits  a n d  reserves. I t  can  be said o f  the 
c re d i t  soc ieties  o f  u n l im i te d  l iab ili ty  th a t  th r o u g h o u t  their  ac tive 
life s p a n  o f  over forty  years they em b o d ied  in a veiy real sense 
the  bas ic  co o p e ra t iv e  ph i losophy  o f  se lf  help  a n d  m u tua l-he lp .  
A d m it ted ly ,  they cmild not s u p p o r t  the ir  lo a n  o p e r a t io n s  a d e q u a ­
te ly  on the  bas is  o f  the ir  ow n resources .  T h is  was not poss ib le  
ta k in g  in to  ac co u n t  the  im poverished s ta te  o f  the ru ra l  ec o n o m y .  
They  h ad  to  d ep e n d ,  the re fo re ,  to  a co n s id e rab le  ex ten t  for 
fu n d s  on  ex terna l  sources. In the ea r ly  p e r io d  o f  the  credit  society 
m o v e m en t ,  governm ent g ran te d  loans  d irec t  to  these societies up 
to  an  a m o u n t  equ iva len t  to  3/4 o f  the  p a id  up  sha re  cap ita l .  In 
1916, go v ern m en t  es tab l ished  the  local lo a n s  a n d  deve lopm en t 
fu n d  w hich  g ran te d  loans up  to th ree  t im es  the  pa id -up  share  
ca p i ta l  an d  reserves in the  case o f  a society o f  u n l im i te d  liabili ty ,  
an d  up to  an  a m o u n t  eq u iv a le n t  to  the  p a id -u p  shares and  
reserves in the  case o f  a society o f  l im ited  liabili ty .  S u b ­
sequen tly  w ith  the coopera tive  m o v e m e n t  se t t ing  up  its own 
b an k in g  sy s tem ,  beg inn ing  w ith  the  C o o p e ra t iv e  C e n tra l  B ank  of 
Ja f fn a  in  1929, a n d  the  e s ta b l i s h m e n t  th e re a f te r  o f  s im ila r  
b a n k s  in o th e r  p rov inc ia l  an d  d is t r ic t  ce n t re s ,  the borrow ings  o f  
the  c re d i t  c o o p e ra t iv e s  from  the F u n d  progressive ly  d im in ished

107



cu-JCO
<
H

uj
y
Eb
O
H
CO

Oa.
Q
Z
<
U
s—UJ

rn
UJ — 
> 2

“ 1  o ®
O  V i
u o
t j - Z

x <M

o
Pi
o

M
>

H
<
Pi
<Cu
S
O
u

«  <U
Oi >

oD.lU

■5.„ca Q. ca caa, =u  -

°  S
o ^  z S

o o ^  ojy)

o

a o
o - E
1 ^ 2  Cd Oi .M_  fc- c«cd o

i i -o

a3o
uo
<

o
Z

uu
B 
° «  o w
d p
Zo-

u
Q

P
fn<N

as<N

8r400

OfS00

cn

2
cn
m

oo
o '

0\VO
'Oo

VOr--

-o 
^  Has

(Noo
oo"o

roro
IT)

m<N
CM

r-«

Tf<N<N

Os

Om

d

OO
o
o '
o

o
oo"
om

> w !

»n
5

0\in
00o

ofn*n
CN
<NOmVO

VOOv*oOCN

<N

•*** *0 A V

o

?9 OJ 4>
CQ a

oOOoo

r*foc>
oCN

so “ >0 o  00
'l-O E 
.

c/5^  CO Ov
c<'^

o °  o  a%

S®' ^>
a^  JS ^CO O O

cd

- I
.^■So
c/3 w  OCX fli

a  •p3

a\rO<N
S *»

Jl
S i S S .

^ ^ <>5 
- =«c/3«  0> fc- *0 <3 .S

^  l> O O ^  ja cn ««
o .

«

2 6 
.a ^
®',TC
? â. V
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while th e i r  b o rrow ings  f rom  the  new  b a n k s  co rre sp o n d in g ly  
inc reased .

A l th o u g h  the  coope ra tive  c red it  societies so u g h t  fu n d s  for 
th e ir  l e n d in g  o p e ra t io n s  on these  lines, the ir  own resources 
co m pris ing  sha re  ca p i ta l ,  depos i ts  an d  rese rves  cons is ten tly  
su p p o r te d  a  su b s ta n t ia l  p ro p o r t io n  o f  th e ir  lend ings .  T ab le  II  
show ing  the  pe rcen tage  o f  share  cap i ta l  a n d  m em ber  d e p o s i ts  to 
to ta l  loans  o u ts ta n d in g  between 1953 a n d  1969 i l lu s tra te s  th is  
p o s i t ion .

T A B L E  II

T otal Loans O utstanding and their Percentage of 
M em ber deposits and share capital to the 

Outstanding Loans

Year T o ta l Loans ou tstan­
ding A m ount in 

R s. thousand

Percentage o f  Share C apita l 
& M em bers D eposits to  

to ta l loans O utstanding

1953 6,133 49.6

1954 6,882 47.1

1955 7,562 47.3

1956 8,578 46.6

1957 9,095 49.2

1958 9,450 51.7

1959 8,631 55.9

1960 10,425 56.5

1961 10,794 57.9

1962 11,213 58.1

1963 11,793 56.9

1964 12,108 59.3

1965 N .A .

1966 13,251 61.7

1967 13,771 61.4
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I t  m u s t  be s ta ted  how ever,  th a t  even a t  the  highest p o in t  
o f  the ir  g row th  cred i t  societies ca te red  to  less th a n  10% o f  sm all 
f a rm ers  in the  co u n t ry ,  a n d  a survey  o f  ru ra l  ind e b ted n e ss  in 
1951 show ed  th a t  in spite o f  active go v ern m en t  in te rven tion  in 
the  c re d i t  p rog ram m es ,  the c re d i t  societies accoun ted  fo r  on ly  
7 '4%  o f  r u r a l  ind e b ted n e ss .

T h e  co o p e ra t iv e  c red i t  soc ie t ies  w ere n o t  in te n d e d  to  solve 
a l l  the  p ro b le m s  assoc ia ted  w ith  ru ra l  c re d i t  a n d  indeb tedness .  
T he  societies were c o n s t i tu te d  o f  sm all  g ro u p s  o f  pe rsons  k n o w n  
to  each  o th e r  a n d  the loans issued were small sums generally  
u n d e r  Rs. 100/- for d u r a t io n  o f  one  y ea r  o r  less. Loans were 
ch ief ly  for p ro d u c t io n  an d  the f a rm e rs  essen tia l c o n s u m p tio n  needs 
were n o t  p ro v id e d  for. F u r th e r ,  they were n o t  geared  to  p rov ide  
the  m e d iu m  a n d  long- te rm  c red i t  needs of  the  fa rm er .

M edium  to Long-Term Credit N eeds

This  gap  in the  m e d iu m  to long te rm  c re d i t  needs o f  the  
sm all  fa rm er  was a m a t te r  which engaged  the  a t te n t io n  o f  officials 
a n d  c o o p e ra to r s  from  the early  days  of  the  coope ra t ive  m ovem ent.  
Besides th e  p ro b lem s  o f  the sm all  f a rm er  the re  w as in the  1920s 
a n d  30s a n  on-going  pub lic  deb a te  o n  the b an k in g  an d  c red i t  
needs o f  al l  c lasses o f  ind igenous  a g r ic u l tu r is ts  ou ts id e  the 
enc lave econom y . P a r t ic u la r  a t t e n t io n  w as focussed  o n  the need 
for  lo a n  facilities on  m ed ium  to long te rm  a g a in s t  security  o f  
o f  la n d ed  p ro p e r ty .  In  1920 a g o v e rn m e n t  a p p o in te d  C o m m ittee  
in the ir  r e p o r t  styled S ta te  B anks  for  A gricu ltu ris ts ,  h ad  
co m m e n te d  o n  the fact th a t  the  ex is ting  exchange bank*  d id  n o t  
p rov ide  loans  on the security  o f  la n d e d  p r o p e r ty  o r  aga ins t  g row ­
ing crops .  In  1929 the  rep o r t  o f  a n o th e r  go v ern m en t  a p p o in te d  
C o m m it te e  rec o m m en d e d  the e s ta b l i sh m e n t  o f  a B ank  to  prov ide  
long  te rm  loans  a g a in s t  the  m o r tg a g e  o f  la n d ed  p ro p e r ty .  T h is  
C o m m it te e  a lso  advised  th a t  c o o p e ra t iv e  c re d i t  societies sh o u ld  
confine them se lves  to sho r t  te rm  loans.

Based  on  the  r e c o m m e n d a t io n s  o f  this  C o m m ittee  the 
S ta te  M o r tg ag e  B ank  was es tab l ish ed  in 1931. T he  B ank  h a d  
no a u th o r i ty  to  accept depos its  a n d  it o b ta in e d  the funds  for
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lend ing  by the  issue o f  red e em a b le  d e b e n tu re s  g u a ra n te e d  by 
G o v e rn m e n t .  I t  w as expected  th a t  the  new B ank w ou ld  p rov ide  
long te rm  loans  for all classes o f  a g r ic u l tu r is ts  inc lud ing  the  
small f a rm er .  In ac tu a l  p rac t ice  however, the  small f a rm er  found  
it ex t rem ely  difficult for several reasons to  o b t a in  such facilities 
from  the new  B ank .  It was loca ted  in the  c a p i ta l  c ity  o f  
C o lo m b o  a n d  had  no branches  in the  ru ra l  a reas .  I t s  m in im u m  
loan  was Rs. 2 ,000/- an d  un ti l  1955 the  B ank  len t  only  up  to  50% 
o f  the va lue  o f  the  m o r ta g ag ed  p roper ty .  A fter  1955 it was raised  
to  75%. The average  value o f  p ro p e r ty  p e r  ru ra l  fam ily  was 
e s t im a ted  a t  Rs. 2 ,765/- acco rd ing  to  the  econom ic  survey o f  rural 
Sri L a n k a  co n d u c te d  by the  D e p a r tm e n t  o f  C ensus  a n d  S ta tis t ic s  
in 1950-51. O f  th is  to ta l  value, l a n d  a n d  bu ild ing*  a c co u n ted  for 
Rs. 2 , 1 9 7 / - w hereas  to  qua l i fy  for even th e  m in im u m  loan o f  Rs. 
2 ,000/- the  va lue  o f  land  an d  bu i ld ings  h a d  to  be a m in im u m  Rs. 
2,750/-. A d d  to  th is  the cos ts  o f  v a lu a t io n ,  e x a m in a t io n  o f  tit le 
an d  su p e rv is io n ,  p lu s  the fac t th a t  the B a n k  a p p l ied  s tr ic t  
s t a n d a r d s  in v a lu a t io n  a n d  in ex a m in a t io n  o f  t i t le ,  a n d  it will be 
seen why the B a n k ’s loans were bey o n d  the  capac i ty  o f  the 
average  sm all  fa rm er .  A tte m p ts  a t  e s tab l ish in g  coope ra t ive  land  
m or tgage  b a n k s  in te n d ed  for the sm all  f a rm e r  were m ade  in the 
early  1930s. T w o such b anks  were in fac t  s ta r te d ,  one in 
N eg o m b o  in 1931 a n d  the  o th e r  in K a n d y  in  1933, b u t  their 
existence was sho r t- l ived .  In the c i rc u m sta n ce s  coope ra t ive  c red it  
co n t in u e d  to  be confined to  sho r t  te rm  o p e ra t io n s .  The p rogress  
o f  these loan  o p e r a t io n s  from  1913 to  1930 is given in  T ab le  III .

T he  1930s were difficult yea rs  for Sri L a n k a .  The w o rld ­
wide dep re ss io n  o f  the  early  1930s resulted  in the  co l lapse  o f  the 
prices o f  the  c o u n t r y ’s e x p o r t  crops  tea ,  ru b b e r  a n d  co c o n u t ,  and  
a d ev a s ta t in g  ep idem ic  o f  m a la r ia  in 1934 cost the  coun try  
th o u san d s  o f  l ives .  D esp i te  these difficulties however, the 
coope ra t ive  c re d i t  system  m a in ta in ed  its s teady  g row th  dur ing  
this  period ,  t a b l e  IV i l lu s tra te s  the g ro w th  o f  cooperative  
societies from  1930 to  1942. It will be seen th a t  c re d i t  societies 
o f  u n l im i te d  l iab il i ty  h ad  m a in ta in e d  the ir  p re d o m in a n c e  in this 
period .

I l l



cl!

ca
<
H

^  TvO H >. <o '>
3  O g  -o «  Oq  o o  t3 uj M ^-1 3

CU O

®P*1ON

ô
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Coopera tive  B ank ing  S ystem  :

A n im p o r ta n t  fea tu re  o f  th is  p e r io d  was th e  deve lopm en t 
o f  the  co o p e ra t iv e  b a n k in g  system  which co m m en c ed  as  we have 
seen w ith  the  first B a n k  o f  its k in d  es tab l ished  in Ja ffn a  in 1929. 
The e n t ry  o f  coope ra t ive  b a n k s  m a rk e d  a s ign if ican t  s tep  in the  
c o n so l id a t io n  o f  c red it  societies an d  in the  s t re n g th e n in g  o f  the 
m o v e m e n t’s f inancial resources.  These Banks  were se condary  
level societies reg is te red  u n d e r  the  C o o p e ra t iv e  Socie ties O r d i ­
n a n c e  a n d  fo rm e d  by the  affil ia tion  o f  p r im a ry  c r e d i t  societies. 
T hey  accep ted  sav ings an d  te rm  dep o s i ts  b o th  f rom  coopera t ives  
a n d  the  p u b l ic  b u t  they  accep ted  d e m a n d  d e p o s i ts  on ly  from 
coopera tives .  T hey  p rov ided  c re d i t  societies w ith  ad v a n ce s  a n d  
a t  la te r  stages they  ex ten d e d  facilities to  o th e r  types  o f  coopera:  
tives as well. In  1949 a n  apex  coope ra tive  b a n k  n am ely  the 
C o o p e ra t iv e  F ed e ra l  B a n k  o f  C eylon  L td . ,  w as  es tab l ish ed  u n d e r  
the  C oope ra tive  Societies O rd in an c e .  C oope ra t ive  B a n k s  as well 
as  o the r  coope ra t ive  societies were eligible to  be s h a re h o ld e r s  o f  
the  apex ban k .  By 1961 when the  P eop le ’s B a n k  w as e s ta b l ish e d  
to  ta k e  over the  C o o p e ra t iv e  F edera l  Bank, as we sha ll  discuss 
la te r ,  there were 17 co o p e ra t iv e  d is t r ic t  a n d  p ro v in c ia l  ban k s .  
T ab le  V gives a sectorw ise an a ly s is  o f  the  d e p o s i ts  held  by 
cooperative  b a n k s  f rom  1950 to  1961.
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In  1934, 3 yea rs  a f te r  Sri L a n k a  h a d  g a in e d  a m easu re  o f  
in te rn a l  se lf-governm ent a  B ank ing  C o m m iss io n  a p p o in te d  by 
the  G o v e rn m e n t  sub jec ted  the is land  to  a  su rvey  o f  its general 
econom ic  a n d  f inancial s i tu a t io n ,  the  co o p e ra t iv e  m ovem ent 
being  a s ign ifican t  aspec t o f  the ir  s tu d y .  T heir  s tu d y  b ro a d ly  re ­
veals th a t  th e  B r it ish  Exchange B a n k s  d o m in a te d  in the  enclave 
econom y. T hey  h a d  p a r t ia l i ty  to  Brit ish  n a t io n a l s  a n d  com pan ies  
a n d  m o re  Sri L a n k a n s  c o n seq u e n t ly  h a d  to  m a k e  do w ith  p r iva te  
lend ing  agencies  a n d  in fo rm a l  m o n e y  lenders  like b o t iq u e  keepers 
a n d  paw n  b rokers .  T he  coope ra t ive  c re d i t  sy s tem  s to o d  w ith in  
t h a t  as  a n  is lan d  o f  refuge to  the Sri L a n k a n s  a l th o u g h  it ca te red  
on ly  to  a  very sm a ll  s t r a t a  o f  society .  T he  B a n k in g  C o m m is ­
s ioners  ag reed  th a t  the  C o o p e ra t iv e  M o v e m e n t  h a d  deve loped  a t  
a  good  r a te  a n d  on  so u n d  lines. I t  was th e i r  view t h a t  the 
co o p e ra t iv e s  h a d  a c c o m m o d a te d  th e i r  m e m b e rs  fairly liberally  
a n d  th a t  the  sys tem  w as ideally  su ited  for la n d  ow n in g  cu l t i ­
vato rs .  W ith  respec t  to  c re d i t  po licy  in  th e  coope ra tives  the  
C o m m iss io n e rs  felt  th a t  th e  R e g is t r a r ’s very ine las tic  c red i t  l im its  
were n o t  necessary  in the  case o f  societies o f  u n l im i te d  l iab ili ty .  
T hey  ag re ed  t h a t  a l th o u g h  m ore  C o o p e ra t iv e  C e n tra l  Banks  cou ld  
be set u p  they w ere  o f  the  view th a t  an  All I s la n d  A pex  B ank  
for the  C o o p e ra t iv e s  was n o t  necessary .  I n s te a d  they suggested 
th a t  the  coope ra t ive  b a n k s  dea l  d irec t ly  w i th  the  S ta te  a ided  
B ank  which they  p roposed .  The B a n k in g  C o m m iss io n e rs  R e p o r t  
h a d  a co n s id e rab le  im p a c t  on  the co u n t ry  as  a  w hole s t im u la t in g  
a h igh  degree o f  p u b l ic  in te res t  in th e  f inanc ia l  a n d  econom ic 
spheres  a n d  re su l ted  in the  f o rm a t io n  in 1939 o f  the  first success­
ful Sri L a n k a n  c o m m erc ia l  b an k  n a m e d  th e  B ank  o f  Ceylon. 
H ow ever ,  th e  B a n k  o f  C eylon d id  n o t  l ink  directly  with the  
co o p e ra t iv e s  as  sugges ted  ; the c o o p e ra t iv e  c re d i t  system 
e x te n d in g  in  d u e  co u rse  a n d  se tt ing  u p  its  o w n  A pex  B ank ,  as 
we have seen in  the  C o o p e ra t iv e  F edera l  B a n k  o f  C ey lon  L td .  
H ow ever ,  o n e  fac t th a t  c learly  em erges f ro m  these developm ents  
is t h a t  the  c o o p e ra t iv e  m ovem ent ,  desp i te  th e  l im ited  scope  o f  i ts  
c re d i t  o p e ra t io n s  h a d  grow n in to  a  s ign if ican t  fo rce  in the  
ec onom y . W e h ave  seen ea rlier  how in th e  p e r io d  1911 to  1930

Banking Commission of 1934
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coopera tive  c rc d i t  societies h ad  developed  a lo n g  w ith  the  P ost  
Office S avings B a n k  as the  only  f inancial in s t i tu t io n s  available 
to  the p o p u la t io n  o u ts id e  the enclave ec o nom y . I t  is in te res t ing  
a n d  ins t ruc t ive  to  see how these two in s t i tu t io n s  co n t in u ed  to  
develop a f te r  1930. T ab le  VI gives the  g ro w th  o f  the  P o s t  Office 
S av ings  B a n k  f ro m  1930 to  1945.

T A B L E  VI 

G rowth o f  P o s t  Office Savings B ank  1930-1945

Y ear
N o. o f  
offices

A verage
Balance

per
A c c o u n t

1
' A m o u n t  to  

th e  c red i t  
o f

d ep o s i to rs  
Rs. M n.

N o .  o f  
S avings 

d ep o s i to rs

1930 415 39.75 12.3 308,506
1931 401 36.52 11.9 324,651
1932 398 35.09 12,1 344,633
1933 396 33.73 12.6 374,032
1934 400 35.32 14.2 401,983
1935 403 34.05 15.4 451,290
1936 410 34.70 17.2 494,410
1937 437 36.52 19.2 527,163
1938 451 32.83 19.6 594,770
1939 460 30.28 19.3 637,030
1940 456 25.60 17.1 666,177
1941 456 23.46 16.0 687,891
1942 458 19.69 13,7 696,404
1943 460 29.30 21.5 734,190
1944 496 43.58 36.6 817,078
1945 512 68.09 64 7 950,000

The fo llow ing  d a t a  i l lu s t ra te  the p a ra l le l  g ro w th  o f  c o o p e ra ­
tive in s t i tu t io n s  d u r in g  the sam e p e r io d  1930-1945. In  1930/31 
there were 600 C o o p e ra t iv e  Societies. By 1945, th e  C red i t
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Societies o f  u n l im i te d  l ia b i l i ty  by themselves a lo n e  were 1697 in 
n u m b e r  an d  h a d  a m e m b ersh ip  o f  49,638 a n d  a w o rk in g  c a p i ta l  
o f  Rs. 2 ,777,307. All the  societies toge ther  n u m b e re d  6388 with 
a m e m b ersh ip  o f  over  1.1 m il l ion .

Impact o f  World W ar II on Cooperative M ovem ent

W ith  th e  o n se t  o f  the  S econd  W o rld  W a r  the  C o o p e ra t iv e  
M o v e m e n t  took  a q u a l i ta t iv e ly  d ifferent d im ens ion  w ith  the  
m ovem en t  being  ca lled  u p o n  to  es tab l ish  a n a t io n -w id e  ne tw ork  
o f  co n su m er  co o p e ra t iv e  societies.  C oope ra t ives  w hich  were 
h i th e r to  l im ited  la rge ly  to  c red i t  societies now  fo u n d  a d iffe ren t 
focus o f  em p h as is .  G o v e rn m e n t ,  faced  w ith  th e  p ro b le m  o f  food 
sh o r tag es  ar is ing  f rom  th e  w ar  s i tu a t io n  a n d  the  need  t o  d is t r i ­
b u te  the  l im ited  local a n d  im p o r te d  foodstu ffs  eq u i ta b ly  pushed  
th r o u g h  the  e s ta b l ish m e n t  o f  coope ra tive  co n su m er  societies to  
ta k e  over the  r e sp o n s ib i l i ty  o f  d i s t r ib u t io n  t h r o u g h o u t  the 
coun try .  C o n s u m e r  C oo p e ra t iv e s  w hich  n u m b e re d  o n ly  38 in 
1942 increased  to  4004 by  1945. The d is t r ib u t io n  fu n c t io n  
e n t ru s te d  to  the  C o o p e ra t iv e  M o v e m en t  u n d e r  th is  schem e it 
sh o u ld  be n o te d ,  in t r o d u c e d  a  significant new e lem ent in to  the 
r e la t io n sh ip  betw een  G o v e r n m e n t  a n d  the M o v e m e n t  w hich  was 
to  develop  fu r th e r  in s u b s e q u e n t  years ,  nam ely ,  th a t  o f  p r inc ipa l  
a n d  ag en t .

D u r in g  the  sam e p e r io d  g o v e rn m e n t  p ressed  with  th e  need  to 
s tep  up local food  p ro d u c t io n  c re a te d  a n o th e r  c o o p e ra t iv e  o r ­
g an isa t io n  s ty led  C o o p e ra t iv e  A gricu l tu ra l  P ro d u c t io n  a n d  Sales 
Socie ties (C A P S ).  This  too  w as essen tia l ly  a g o v e rn m e n t  agency  
a l th o u g h  o rg an ise d  on c o o p e ra t iv e  lines. In 1948 go v ern m en t  
i n t r o d u c e d  a g u a ra n te e d  p r ice  schem e w ith  fixed prices  for  a 
n u m b e r  o f  ag r ic u l tu ra l  co m m o d i t ie s  offered for  sale by c u l t i ­
v a to rs .  T h e  new C A P S  soc iet ies  were the com m iss ion  ag e n ts  o f  
g o v e rn m e n t  for  the  p u rc h a se  o f  these com m odit ies .  Besides 
fu n c t io n in g  as a  m a rk e t in g  agency  these societies were a lso  used 
by go v ern m en t  as  a m e d iu m  for c h a n n e l l in g  lo a n s  to  f a rm e rs  for 
c u l t iv a t io n .  Between 1948 a n d  1955 the  n u m b e r  o f  C A P S  societies 
h a d  r isen  from  193 to 842. T o ta l  m e m b ersh ip  a t  the  end  o f  1955
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a m o u n te d  to  217,123. D esp i te  th is  active g o v e rn m e n t  p a r t i c ip a ­
t io n  however, the  C A P S  soc ieties  too  like the  c red it  co o p e ra t iv e s  
succeeded  in  reach ing  on ly  a sm all  segm ent o f  the sm all  f a rm e r  
p o p u la t io n .  I t  has  been  e s t im a te d  th a t  C A P S  society m e m b ersh ip  
d id  n o t  a m o u n t  to  m ore  th a n  a te n th  o f  the sm all f a rm er  
p o p u la t io n .

In  c o m p a r iso n  w ith  the  o ld  co o p e ra t iv e  c red i t  societies the  
c lass ica l  co o p e ra t iv e  concep ts  o f  self-help and  m u tu a l  help were 
h a rd ly  ev ident in the new  C A P S  societies. Very little a t te n t io n  
seem s to have been pa id  by them  to  induce m em b ers  to  save. 
T h is  was on ly  to be ex p e c ted  in a se t-up  o rgan ised  h u r r ie d ly  by 
g o v e rn m e n t  to  meet the  exigencies o f  the war and  its a f te rm a th .  
T h is  was n o t  a s i tua t ion  which al low ed m uch  time for  d is s e m in a t­
ing th e  coopera tive  ed u c a t io n  necessary  for m em bers  to  iden tify  
them se lves  with  the ir  societies an d  to app rec ia te  th e ir  r e sp o n s ib i ­
lit ies as m em bers .

It would  no t be incorrec t  to  s ta te  th a t  the CAPS society was 
viewed by the  m e m b e rsh ip  as  a m e d iu m  th ro u g h  w hich  a b e n e ­
vo len t  governm en t p rov ided  th e jn  with a n u m b e r  o f  w elfa re  
services. In fact the  e n t i re  p o s t -w a r  experience r ig h t  up  to  the 
early  sixties shows an  indifference on  the p a r t  o f  the m ovem ent to  
the  a fo re sa id  self-help a n d  m u tu a l-h e lp  ph ilosophy . In his r e p o r t  
on  the  coope ra tive  m o v e m en t  fo r  1962-63 the C o m m iss io n e r  o f  
C oopera tive  D eve lopm en t  lis ts the  lack o f  stress th e  m o v e m en t  
places on the  b u i ld ing  up  o f  its o w n  fu n d s  by a t t r a c t in g  savings 
f ro m  its m em bersh ip ,  as one o f  the im p o r ta n t  f ac to rs  o b s t ru c t in g  
th e  e x p a n s io n  o f  the m o v e m en t .

Because o f  the  w ar bo o m  a n d  full em p loym en t ,  the  business  
o f  c re d i t  societies s lackened  whilst  th r i f t  societies inc reased  the ir  
bus iness  a n d  the ir  w ork ing  ca p i ta l .  It is in te res t ing  to  n o te  th a t  
d u r in g  the w ar period  the  p u rp o se s  for  bo rrow ing  from  the  
u n l im ite d  liabili ty  societies were as  follows ;

F o r  c u l t iv a t io n  43.8% , 24% fo r  trade ,  6.1% for la n d  
leasing or  im p ro v e m en t  a n d  5.2% for  buying  ca t t le .  O n ly  
the res idua l ca tegory  o f  4 .3%  w ent for w ha t  may be descr ibed  
as  “ u n p ro d u c t iv e ”  lo an s .

121



D u rin g  the  w ar  a n d  the im m ed ia te  p e r io d  a f te rw a rd s  c red it  
societies o f  u n l im i te d  liabili ty  were re la tive ly  inactive because the 
w ar b o o m  in d u ced  incom es  a m o n g  the people .  F r o m  1945 to 
1949 these  soc ie ties  inc reased  f rom  1696 to  1891 on ly .  B u t  by 
1955 they were m ore  n u m e ro u s  th a n  th e  d is t r ib u t io n  societies 
a n d  by the  end  o f  1957 they  n u m b e re d  3,581.

D ecline o f Cooperative Credit Societies

H ow ever,  the o p e r a t io n s  o f  the new  C A P S  societies an d  the 
in t ro d u c t io n  o f  m u l t i -p u rp o se  coope ra t ive  soc iet ies  (M FC S) in 
1957 were hav ing  the ir  e lfects  on  co o p e ra t iv e  c re d i t  societies. 
L arge sum s for c u l t iv a t io n  pu rposes  which would  n o rm a l ly  have 
been lent by c re d i t  societ ies were now being  m a d e  ava ilab le  by 
C A P S  ioc ie ties  a n d  M P C S s.  By 1959 it was c lea r  th a t  c red it  
societies were g rad u a l ly  losing g ro u n d .  W h ils t  in 1956 the  to ta l  
o f  c red i t  societ ies loans  was 105% o f  to ta l  C A P S  soc ie t ies  loans,  
the  percen tage in 1959 h ad  d ropped  to 72.8%. By 1969, it was 
r e p o r te d  th a t  o u t  o f  3 ,570 c re d i t  societies as m a n y  as 2 ,010 were 
inactive.

M iilli-Purpose Cooperatives (M F C S)

A m ajo r  tu rn in g  p o in t  in the  coopera tive  system in Sri L anka  
was the  r e o rg an isa t io n  in  1957. The reo rg an isa t io n  w as  preceded  
by a survey o f  ru ra l  indeb tedness .  I t  revealed th a t  54%  o f  ru ra l  
families were in d e b t  c o m p a re d  with  30% in the  p e r io d  1950/51. 
The average d e b t  per  fam ily  had  risen d u r in g  the  p e r io d  from  
Rs. 263 to  R s .  750 a n d  the  to ta l  d eb t  was e s t im a te d  at 
Rs. 516 m illion .  T he  su rvey  also revealed the  ex ten t  to  which the  
rura l  peop le  were in d e b te d  to  n o n - in s t i tu t io n a l  sources.  O f  the  
o u ts ta n d in g  d e b ts  the  c o n t r ib u t io n  o f  in s t i tu t io n a l  le n d e rs  com ­
pr is ing  governm en t ,  co m m erc ia l  b an k s  a n d  co o p e ra t iv e s  a m o u n ­
ted to  a m eagre  7.8%. B u t  m os t  d is a p p o in t in g  was the  fac t  th a t  
the  cooperatives  d esp i te  four  decades  o f  co o p e ra t iv e  c red i t  h a d  
c o n t r ib u te d  on ly  4.1% to  the  to ta l  deb t .  T he  sources  o f  ru ra l  
c red it  in 1957 are  seen in T ab le  V iL
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TABLE VII 

Sources o f  Rural Credit in 1957

Source P ercen tage  of  
to ta l  deb t

G o v e rn m e n t 2.6
C o o p e ra t iv e s 4.1
C om m erc ia l  B a n k s 1.1
R e la t io n s  a n d  f r iends 44.2
L a n d lo rd s 8.0
P rofess ional  M oney -lenders 15.5
T ra d e rs  a n d  C om m iss ion

A gents 11.5
O th e rs 13.0

100 0

S o u r c e .  D e p a r tm e n t  o f  C e n su s  & Statis tics  : Survey o f  R ura l  
In d eb tedness  in C ey lon  1957.

P roceed ing  on the  f indings o f  th is  survey governm en t  
d e c id e d  on the se tt ing  up  o f  an  is land-w ide  n e tw o rk  o f  m u l t i ­
p u rp o se  coopera tive  societies with the  object o f  p r o m o t in g ,  in te r  
a l ia ,  ru ra l  c red it  on  a com prehensive basis. W e have seen th a t  
C A P S  societies were es tab l ished  so th a t  a single society prov ided  
b o th  cred i t  a n d  a r ra n g e d  sales.  The M PC S was co n s id e re d  to  be 
a n a tu ra l  deve lopm en t o f  this .  T he  m u l t ip u rp o se  fo rm ,  it was 
held ,  by c o m b in in g  c red it ,  m a rk e t in g ,  p rov is ion  o f  co n su m er  
goods a n d  o th e r  services was m ore  su itab le  to  the  v illage th a n  
the single p u rp o se  fo rm  o f  coope ra t ives .  T he  p r inc ipa l  em p h as is  
in th is  o rg an isa t io n  was th a t  the  co o p e ra t iv e  m o v e m e n t  w ou ld  
n o t  in Sri L an k a  c o n d i t io n s  grow o u t  o f  its ow n resources ,  bu t  
s ta te  in te rv en t io n  had  to  actively  n u r tu re  i ts  dev e lo p m e n t .  The 
M P C S  re o rg a n is a t io n  h ad  a lso  a wide varie ty  o f  aim s. T he  M F C S  
was to  o p e ra te  as a village b a n k  p rov id ing  cred it  a n d  m ob il is ing  
savings, as a d e v e lo p m e n t  un i t  u n d e r ta k in g  village d e v e lo p m e n t ,  
a n d  so forth .
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People’s Bank Established

The e s tab l ish m e n t  o f  the  P eop le ’s B a n k  in 1961 was an  
in tegral  p a r t  o f  the  re -o rg a n isa t io n  effected by g o v e rn m e n t  in 
1957. F o r  the re a l isa t io n  o f  the  objective* o f  the reo rg an isa t io n  a 
s t rong  d e v e lo p m e n t-o r ien te d  b an k  to  finance the  m o te m e n t  was 
deem ed  necessary .  T h e  th e n  ex is t ing  co o p e ra t iv e  bank ing  
s truc tu re  cons is t ing  o f  th e  apex  C oopera t ive  F ed e ra l  B a n k  a n d  
the C oopera tive  B anks  a t  p rov inc ia l  a n d  d is t r ic t  levels were 
cons idered  in a d e q u a te .  T h e i r  c o n s t i tu t io n  as se p a ra te  u n i t  banks  
a n d  the  re s tr ic t io n  o f  th e i r  b an k in g  business  to  coope ra t ives  were 
held ,  in te r  a l ia ,  to be fac to rs  which inh ib i ted  them . T he  a im , 
the re fore ,  was to  set up  a b a n k  specia lized  to  serve th e  c o o p e ra ­
tives b u t  possessed a t  the  sam e tim e o f  a s t ru c tu re  s t ro n g  enough 
to  supp ly  the  m o v e m en t  w ith  a d e q u a te  finances and  ab s o rb  the 
risks th a t  its lend ing  o p e ra t io n s  would  en ta il .  This  s t ru c tu ra l  
s t ren g th  was to  be p ro v id e d  in the  following ways ;

(a) G o v ern m e n t  p a r t i c ip a t io n  in the sh a re  cap i ta l ,

(o) P rov is ion  to  engage  in all aspec ts  o f  c o m m erc ia l  
b a n k in g ,

(c) P rovis ion  to  es tab l ish  a b ra n c h  net w ork ,

(d) S ta tu to ry  r e q u ir e m e n t  th a t  all coope ra tives  s h o u ld  b a n k  
w ith  the new  B a n k  so th a t  the  l im ited  re sou rces  o f  the  
m ovem en t  co u ld  be c o n c e n t ra te d  in one  financial 
in s t i tu t io n .

The cap i ta l  o f  the  P eo p le 's  B ank  is o w re d  equa l ly  by the 
governm ent an d  the  coope ra t ives  Its  d irec to ra te  reflects these two 
interests .  Three d irec to rs  a re  e lec ted  by the sha re -ho ld ing  co o p e ­
ra tives  and  the  C o m m iss io n e r  of C o o p e ra t iv e  D ev e lo p m e n t  is an 
ex-ofScio m em ber .  The rem a in ing  th ree  D irec to rs  a re  n o m in e es  o f  
g o vernm en t .

The objectives o f  the  new  B ank  were spe lt  o u t  in the  A ct as 
follows .-

“ The pu rposes  o f  th e  B a n k  sha \l  be to  deve lop  the  C o o p e ra ­
tive M o v e m en t  o f  C e y lo n ,  R u r a l  B ank ing  a n d  a g r ic u l tu ra l
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cred i t  by fu rn ish in g  f inanc ia l a n d  o th e r  ass is tance  to  
coopera tive  societies, a p p ro v e d  societies, cu l t iv a t io n  c o m ­
m it tee  an d  o th e r  p e r s o n s ” .

W ith  this  objective, th e  B ank  offered to  take  over C o o p e r a ­
tive P rovinc ia l a n d  D is tr ic t  Banks  an d  tu rn  them  in to  its 
b ranches .  By S ep te m b er  1963, 9 of  the 17 C o o p e ra t iv e  Provinc ia l  
a n d  D i i t r ic t  B a n k s  m erged  w ith  the  People’s B ank .  T h e  r e m a in ­
ing 9 B anks  were also  ab so rb e d  in su b se q u en t  years.

T o d a y ,  in a d d i t io n  t o  its p r inc ipa l  role as the b a n k e r  to  
the coope ra t ive  M o v e m e n t  o f  Sri L a n k a ,  the P e o p le ’s B a n k  ac ts  

as the  b a n k e r  to  a  large n u m b e r  of  oub lic  c o rp o ra t io n s  a n d  la rge 
segm ents o f  the c o m m erc ia l  and  pr ivate  sectors.

F a r  from  adversely  affec ting  the services to  coope ra tives ,  it is 
precisely these  com m erc ia l  b an k in g  ac tiv i t ies  t h a t  h av e  e n a b le d  
the  Bank to  p ro v id e  the co o p e ra t iv e  m ovem en t  w ith  th e  neces­
sa ry  funds .  T ab le  V I I I  show s how  coopera tive  d e p o s i ts  and  
coope ra t ive  b o rro w in g s  s to o d  in re la t ion  to  the  to ta l  depos its  
a n d  to ta l  borrow ings.  T hese  figures clearly  show the  d ep en d en ce  
o f  the coope ra t ive  sec to r  o n  the  depos its  which the B a n k  has  
m obil ised  from  o th e r  sectors.

T A B L E  V I I I

P eop le’s Bank : C om parison  o f  D eposi ts  from and  Advances to  
C oopera tives  & O th ers  (1975)

C o o p e ra t iv e  Societies O th e rs
per  cen t p e r  cen t

D ep o s i ts  10.57 89.43

A d vances  29.55 70.45

A dvances  as p e rc en ta g e  o f
To ta l  D eposi ts  35.10 83.69
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P eop le ’s Bank and  the  S m all  Incom e-earner  :

Besides its ro le  as  the  coope ra t ive  d ev e lo p m e n t  b a n k  the  
People’s B ank  has  a lso  p io n e e red  the  ex tens ion  o f  b an k in g  
facilities to  p e rso n s  o f  l im ited  m e a n s  in b o th  ru ra l  a n d  u rb a n  
areas. The la t te r  a re  fa rm e rs ,  a r t i san s ,  sm all t r a d e rs  a n d  u rb a n  
w orkers ,  w ho are  served by coope ra t ives  as e i the r  c o n s u m e rs  o r  
p ro d u ce rs .  In its b ra n c h in g  p ro g ra m m e  the  B a n k  has  given 
co n s id e rab le  w eightage to  th e  r u ra l  a reas .  O u t  o f  its ex is ting  
b ran c h  ne tw ork  o f  169 offices as  m a n y  as 134 arc  lo c a te d  in ru ra l  
a reas  a n d  a n u m b e r  o f  its b r a n c h  offices have been  s i ted  in areas 
with  heavy c o n c e n t ra t io n  o f  lo w - in co m e  u rb a n  w orkers .  These 
segm ents  o f  the c o m m u n i ty  o b ta in  th e ir  loan r e q u i r e m e n ts  from  
the  B ank  a n d  in fac t as m uch  as  91.65 per  cent o f  the  n u m b e r  o f  
loans in the  B a n k ’s p o r t fo l io  a re  for sm all lo a n s  below  Rs. 
5 ,000. A t the s a m e  t im e the  B ank  has  r igorous ly  p u r su e d  a 
policy  o f  insisting  on  reg u la r  saving as a c o n d i t io n  for b o rrow ing  
a n d  th is  has  b r o u g h t  g o o d  resu lts .  T h e  B a n k ’s savings depos its  
are  in fac t h igher  th a n  the a g g re g a te  savings dep o s i ts  o f  all o th e r  
com m erc ia l  b a n k s  a n d  th e  r a te  o f  increase m a in ta in e d  by the  
b a n k  in savings is h igher th a n  in an y  o the r  f inancial in s t i tu t io n  
in the  c o u n try .  The T ab le  IX  shows the  re la tive  posit ion .

T A B L E  IX

S A V IN G S  D E P O S I T S - R E L A T I V E  P O S IT I O N  (In R s .  M illion).

Y ea r R u r a l U rb a n

P. 0 .  S. B. C . S. B. To ta l Cm . Bks. T o ta l
1949 134'9 56-6 88-8% 191-5 11-2% 24-1 100% 215-6
i960 343-4 75-5 76-5% 418-9 23-5% 129-0 100% 547-9

N. S. B. P. B. T o ta l C m . Bks.
exdg . P. B.

1975 1,337.5 499.9 80.4% 1,837.4 19.6% 447.5 100% 2,284

Source  : Review  o f  E conom y  1975 (Table 30)
P . O . S. B. P ost  Office Savings B ank
C. S .  B. C ey lon  S avings B ank
N. S. B. N a t io n a l  S avings Bank
P . B. P eo p le ’s B a n k
Cm . Bks. C o m m erc ia l  B a n k s  o th e r  than  the  P eop le ’s B ank

N o te  : N a t io n a l  Savings B a n k  was form ed in 1972 by the
a m a lg a m a t io n  o f  the  P .O .S .B . a n d  C .S .B .
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In o rd e r  to  exp lo it  the  sav ings po ten tia l  in these  segm ents  
o f  the  co m m u n i ty  the  B a n k ’s a p p r o a c h  h a s  been to  evolve a p p r o ­
p r ia te  savings m ob il isa t ion  te c h n iq u e s  in keeping w ith  the  general 
c h a rac te r is t ic s  o f  the ir  m a rk e t  fo r  savings. F o r  ex am ple ,  a 
c o n t ra c tu a l  savings scheme sty led  [nvestraen t Savings is in o p e r a ­
t io n  fash ioned  specifically to  su i t  the  needs  of  sm all incom e- 
ea rn e rs .  U n d e r  th is  Schem e, the dep o s i to rs  c o n t ra c t  to  save a 
fixed sura o f  money m o n th ly ,  q u a r te r ly ,  or half-yearly  for  a 
pe r iod  of  60 m onths .  T he  m o n th ly  depos it  p la n  is to  su i t  the  
fixed incom e ea rn ing  u r b a n  w o rk e r  while the quar te r ly  a n d  half- 
yea r ly  p lan  is in te n d e d  to  a t t r a c t  the  seasonal savings o f  the 
f a rm in g  co m m u n i ty .  T h is  c o n t r a c tu a l  savings scheme is o p e ra te d  
n o t  on ly  by the  b ran c h es  o f  the  B ank  b u t  a lso  by the  C o o p e ra t iv e  
R u r a l  B anks  (CRB) o f  M u l t i -P u rp o se  C o o p e ra t iv e  Societies. (The 
n a tu re  o f  these  C R B s will be d iscussed  later) .

In v es tm en t  sav ings offer a ra te  o f  in te rest c u r re n t ly  74%, 
w hich  is 2 per  cent h igher  th a n  the  ra te  p a id  on o r d in a r y  savings 
a c coun ts .  L oan  facilities o n  easy  te rm s  are  offered to  those  who 
c o n fo rm  to the save a s -you -ea rn  d isc ip line  the scheme requires .  
T h e  idea is th a t  the regu la r  p rac t ice  o f  sav ing  how ever sm all the 
su m ,  helps the Peop le’s B ank  a n d  the  C R B s in som e m easu re  in 
as sess ing  the  b o r ro w e r ’s w illingness  a n d  capac i ty  to  rep a y  his 
dues .  The schem e also  enab le s  a p e rso n  to  p lan  a h o u s in g  or  
d ev e lo p m e n t  pro jec t  in ad v a n c e ,  in the  expec ta t ion  o f  ra is ing  
lo n g - te rm  fu n d s  f rom  th e  B ank  for the  prurpose. R e g u la r  d e p o s i ­
to r s  can  qua l ify  for h ouse  c o n s t ru c t io n  loans up to  a m a x im u m  of 
Rs. 25,000 a n d  loans  u p to  Rs. 50 ,000 for in d u s t r ia l  a n d  a g r ic u l­
tu ra l  p ro jec t .  Since C R B s  do  n o t  p rov ide  loans  o f  th is  size or 
lo n g - te rm  lo an s ,  th e re  is a specia l  a r ra n g e m e n t  betw een  C R B s  
a n d  the  B ank  for the  l a t t e r  to  p ro v id e  these loans to  m e m b ers  o f  
societ ies depos it ing  w ith  the C R B  w ith o u t  requ ir ing  the  phys ica l  
t r a n s fe r  o f  m onies  in such  sav ings a c co u n ts  to the  P eo p le ’s B ank .  
T a b le  X  in d ica tes  the  success o f  th is  schem e, in t ro d u c e d  in 1970.
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T A B L E  X

Increase in the Number o f Accounts and D eposits in the 
Cooperative Rural Banks

No. o f  A cc o u n ts A m o u n t  Rs. M illion

D ecem ber  1970 14,986 2'5

D ecem ber  1971 53,791 1 0 7

D ecem b er  1972 70,945 21-7

D ecem ber  1973 104,859 41-5

D ecem ber  1974 174,027 73-2

D ecem ber  1975 217,462 103-2

J u n e  1976 236,242 119-8

T h e  D aily  Loans scheme for the benefit o f  sm all t rade rs  
o p e r a te d  b o th  by the  P eop le ’s Bank a n d  the  C R B s is a n o th e r  
in n o v a t io n  in t ro d u c e d  recently  which p rom ises  to  develop  in to  a 
reg u la r  source  o f  sm all savings. T ra d i t io n a l ly  the  sm all  t r a d e r  
ob ta in?  his dai ly  w ork ing  ca p i ta l  r eq u irem en ts  f ro m  big t r a d e rs  
o r  p ro fess iona l  m oney  lenders  a t  ex h o rb i tan t  ra te s  o f  in te rest.  The 
usual p ro ce d u re  is fo r  the loan  to  be given in th e  m o rn in g  an d  for 
r e p a y m en t  o f  p r in c ip a l  a n d  in te res t  to  ta k e  p lacc  in the  evening . 
In teres t  ra te s  ap p l ie d  usually  a m o u n t  to  a b o u t  10 percen t per day. 
W ith  the  B a n k ’s b ra n c h e s  a n d  the  C R B s s te p p in g  in to  the shoes 
o f  the  m oney  le n d e r  a n d  offering fu n d s  to  th e  small t raders  a t  
rea so n ab le  ra tes ,  the  la t te r  is able to  g ene ra te  a  su rp lu s ,  p a r t  o f  
which he u n d e r ta k e s  to  dep o s i t  as savings w ith  the  lend ing  ins t i­
tu t io n  in  a d d i t io n  to  p a y m e n t  o f  lo a n  a n d  in te res t .

People’s Bank and Cooperatives as partners in Rural Banking

The B a n k ’s p ro g ra m m e s  for  th e  d ev e lo p m e n t  of the  ru ra l
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m arke t for savings is closely b o u n d  with  the  co o p e ra t iv e  societies 
as a l ready  ind ica ted .  T h e  Peop le’s Bank has been p roceed ing  on  
the  bas is  th a t  the  deve lopm en t  o f  ru ra l  b an k in g  a n d  c re d i t  has  to  
be p u rsu ed  in p a r tn e rs h ip  w ith  th e  p r im a ry  m u l t i -pu rpose  
coopera tive  societies,  a n d  where possible w ith  o th e r  p r im a ry  co ­
opera tives  a t  the v illage level. The bank  realizes the  p o te n t ia l  th a t  
the  m u l t i -pu rpose  co o p e ra t iv e  has  to  opera te  as a village ban k .  
In a d d i t io n  to  its low -cost o p e ra t io n  an d  in tim ate  know ledge  o f  
local c o n d i t io n s  a n d  persons ,  its capac ity  to  in te g ra te  c re d i t  w ith  
p ro d u c t io n  a n d  m a rk e t in g  is o f  cons iderab le  a d v a n ta g e  in the  
issue an d  recovery  o f  loans .  F u r th e r  the m a rke t ing  m achan ism  
cou ld  be developed  in to  a r ich source  o f  f a rm e r  savings. B ank  
policy has acco rd ing ly  been d irec ted  tow ards  the evo lu t io n  o f  an  
in teg ra t«d  ru ra l  c red i t  s t ru c tu re  w ith  the  B ank  b r a n c h  p ro v id in g  
m em bers  w ith  th e  la rge r  a n d  the  longer te rm  loan  facilities a n d  
the  coope ra tive  the  sm a lle r  a n d  the s h o r te r - te rm  facili t ies.

The first s tep  in te rm s  o f  this  policy was taken  in 1963 with 
th e  in t ro d u c t io n  o f  a schem e styled the Scheme o f  E x te n d ed  R u ra l  
C re d i t .  U n d e r  th is  Schem e w ith  th e  help  o f  th e  C o o p e ra t iv e  
D ep a rtm en t ,  co o p e ra t iv e  societies having a go o d  p as t  c re d i t  per­
fo rm ance  were chosen  a n d  o v e rd ra f t  facilities were ex ten d e d  to  
these coopera tives  fo r  re - len d in g  to  the ir  m e m b ers  fo r  app roved  
pu rposes  over a n d  above  those  ava ilab le  to  m em bers  from  o ther  
sources. The lo a n s  were for a  wide range  o f  p u rposes  a p a r t  from  
the  purely  p roduc t ive  o n es  and  inc luded  co t tag e  in dus t r ie s ,  
an im al  h u sb a n d ry ,  b r in g in g  new la n d  u n d e r  cu l t iv a t io n ,  electrifi­
c a t io n ,  housing , r e d e m p tio n  o f  d eb ts  a n d  c o n s u m p t io n .  The 
m ax im u m  loan  for  b r in g in g  la n d  u n d e r  c u l t iv a t io n ,  a n im a l  
h u sb a n d ry  a n d  co t tag e  industries  was Rs. 3 ,000/- a n d  for con ­
su m p t io n  p u rp o ses  it w as Rs, 500/-. The loans  were to  be repa id  
w ith in  Gve years.

A t  the end  o f  1970, the ex tended  c re d i t  scheme was 
o pera ted  by 76 C o o p e ra t iv e  Societies.  The aggregate  o v e rd ra f t  
l im its  ap p ro v e d  for these  societies by the People’s B a n k  a t  the 
end  o f  1970 was Rs. 1.9 m illion .  T ab le  XI gives the  g ro w th  o f  the 
ex ten d e d  credit scheme.
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TABLE XI

G R O W T H  O F  E X T E N D E D  C R E D I T  S C H E M E

(A m o u n t  in R upees)

E n d  o f  q u a r te r
N o .  o f
C oop
Societies

Aggregate  
A p p ro v e d  by 
Peop le’s B a n k

O v erd ra f t  Facili t ies  
U ti l i sed  by 
Societies

1967 M a rc h 55 1,638,568 1,275,450

Ju n e 56 1,651,068 1,279,757

S ep te m b er 58 1,685,268 1.254,471

D e c fm b e r 67 1,901,118 1,295,673

1968 M a rc h 66 1,796,818 1,211,925

Ju n e 67 1,829,818 1,231,479

S ep te m b er 69 1,872,818 1,293,536

D ecem ber 69 1,873,118 1,162,904

1969 M a rc h 72 1,892,818 1,166,789

Ju n e 72 1,914,818 1,224,288

S ep tem ber 71 1,856,318 1,210,672

D ecem ber 72 1,861,950 1,163,384

1970 M a rc h 73 1,878,450 1,229,580

Ju n e 74 1,903,450 1,207,662

S ep te m b er 73 1,854,450 1,183,657

D ecem ber 76 1,903,450 1,200,847

Source : C e n tra l  B a n k  A n n u a l  R e p o r t ,  1970.

130



The E x tended  R u r a l  C re d i t  Scheme was su sp e n d e d  in 1973 
a n d  the  fu n c t io n s  it  was m e a n t  to fill in the  ru ra l  sec to r  have 
been la rge ly  s u p e rse d e d  by the  C oopera tive  R u ra l  B anks  to  which 
we shall now  tu rn .

Cooperative Rural Banks

T he m a in  th r u s t  o f  the  C o o p e ra t iv e  C red i t  a n d  Savings 
S ystem  a t  the  m o m e n t  is p rov ided  by the  C o o p e ra t iv e  R u ra l  
B anks  ( C R B  ) o p e r a t in g  th ro u g h  m u l t i -p u rp o se  coope ra tive  
societies. T h is  schem e was la u n ch e d  by the  P eop le ’s B a n k  in  1964 
w ith  the in te n t io n  o f  p rov id ing  farm ers ,  a r t i s a n s ,  o th e r  village 
level p roduce rs  a n d  sm all t r a d e rs  w ith  c red it  fo r  p ro d u c t io n ,  
housing ,  em ergenc ies  a n d  the  red e m p tio n  o f  d eb t .  U n t i l  1971 the 
scheme was o p e ra te d  by societies se lected on th e i r  p e r fo rm an ce  
a n d  econom ic  v iab i l i ty .  O n  th is  bas is  th e re  were 90 C R B s 
fun c t io n in g  in 1970. But with the  r e - s t ru c tu r in g  o f  th e  m u l t i ­
p u rp o se  coope ra t ive  set up  o f  5884 soc iet ies  by  a  process  of  
a m a lg a m a t io n  in to  371 large units  in 1971, G o v e rn m e n t  decided 
to  es tab l ish  a C R B  in each o f  the new societies.

The te rra  “ C oopera tive  R u ra l  B a n k ”  is th e  des igna t ion  
given u n d e r  the  schem e to  the  c red it  a n d  b a n k in g  d e p a r tm e n t  of 
a m u lt i -p u rp o se  coope ra t ive  society. A C R B  o p e r a tc i  th rough  
b o th  the  H e a d  OfiBce a n d  th ro u g h  selected b r a n c h e s  o f  a society. 
Aa a t  31st M a rc h  1976 there  were 340 C R B s  a n d  120 special 
b ranches  pe r fo rm in g  C R B  functions .
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T A BLE 

D eposits  and Advances

D E P O S IT S  A C C O U N T S

1965 December

1966 D ecem ber

1967 D ecem ber

1968 D ec em b e r

1969 D ecem ber

1970 D ec em b e r

1971 D ecem ber

1972 D e c e m b e r

1973 D ecem ber

1974 D ecem b er

1975 D ecem ber

1976 M a rc h

8

13

27

44

68

90

111

242

341

332

338

340

—  2,924 .5

—  4,635 .7

— 8,792 1.3

— 17,359 3.1

— 28,626 5.7

— 49,939 16.1

— 60,371 17.2

— 172,822 22.7

62 2076,90 44.3

A m t.  
N o .  Rs. M n .

9

15

41

287

724

892

838

812

748

70 367,203 61.5 1,271

109 499,186 72.1 783

120 524,242 80.1 926

.2

.5

.8

.7

.6

.9

1.2

1.4

1.4
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XII

of Rural Banks

A D V A N C E S

Total Loans

I A m t. 
N o. Rs. M n. N o,

Am t, 
Rs. Mn

Pawning T otal

N o.
A m t.

R». Mn.l N o.
Am t. 

R s. Mn.

2,933

4,651

8,833

17,646

.5

.7

1.4

3.3

29,350 6.2

50,831 17.0

61,209 17.9

103,634 23.3

207,718 45.2

367,474 62.7

499,969 74.2

525,168 81.5

1,153

1,783

2.897

5,586

7,893

10,017

10,725

11,515

.9 

1.3 

2.0 

3 6 

5.6

7.0

7.0 

8.2

20,548  16.2

26,819 29.0

35,052 37.4

37,839 40,6

4,222

6,598

9,507

14,325

18,092

21,044

60,735

150,118

235,115

298,583

307,328

.3 —

.4 6,005

.6 9,495

1.1 15,093

1.5 22,218

2.0 28,109

2.2 31,769

7.0 72,250

22.7 170,666

38.8 261,634

49.9 333,633 

51.6 345,167

1.2

1.8

2.7

4.7

7.1

9.1

9.2

15.2 

38,9 

67.4

87.3 

92.2
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The fu n c t io n s  o f  the C R B  are  ;

(a) M o b i l i s a t io n  o f  depos i ts  f rom  m em b ers  a n d  n o n -  
m em bers ,

(b) P rov is ion  o f  loans  a n d  o the r  a c c o m m o d a t io n  to 
m e m b ers  fo r  p ro d u c t io n  a n d  c o n s u m p t io n  p u rp o ses .

(c) P rov is ion  o f  p aw n -b ro k in g  facilities to  m e m b ers  an d  
n o n - m e m b e r s ,

(d) P ro v is io n  o f  m oney  p ay m en t  a n d  tr a n s fe r  services .

W e have ea r l ie r  re fe r re d  to  the  B a n k ’s policy o f  p a r t i c ip a t ­
ing  w ith  the  m u l t i -p u rp o se  cooperative  societies in the develop­
m e n t  o f  ru ra l  b a n k in g  an d  cred it .  T ue  C R B s o p e ra t in g  in a 
lim ited  area  have  ad v a n ta g es  o f  in t im ate  know ledge  o f  the  local 
ind iv idua l .  T h is  has  significance in a s i tu a t io n  where the 
co n v e n t io n a l  fo rm s  o f  security  are  l im ite d  a n d  the  con t inued  
in s is tence  on th is  by the  lend ing  a u th o r i ty  w o u ld  te n d  to  
p e r p e tu a te  pover ty .  T he  P eo p le ’s B a n k ’s link  w ith  the  C R B  is, 
therefore ,  a  m ean s  o f  com b in in g  the a d v a n ta g e s  possessed  by a 
village in s t i tu t io n  th ro u g h  a know ledge  o f  local c o n d i t io n s  with 
the  ad v a n ta g es  o f  a  b ra n c h  b an k in g  sys tem  a l low ing  for  a 
t r a n s f e r  o f  resources  between different a reas .  A s  cons t i tu ted  
to d a y ,  the C R B s have  the  fo llow ing  ob jec tives  :-

(a) In te g ra t io n  o f  c re d i t  w ith  p r o d u c t i o n  a n d  m arke t ing ,

(b) P rov is ion  o f  m a rk e t in g  in fo rm a t io n ,  s to rage  a n d  
t r a n i p o r t ,

(c) Survey a n d  id e n t if ica t io n  o f  local skills  a n d  resources 
with  p o te n t ia l  fo r  deve lopm en t,

(d) F o rm u la t io n  a n d  im p le m e n ta t io n  o f  deve lopm ent 
p ro jec ts ,  a n d

(e) D ev e lo p m e n t  o f  package -c red i t  facili t ies  to  m e m b ers  
covering  al l  b a s ic  needs.
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T he cred it  l im its  a n d  th e  types  o f  c red it  g iven u n d e r  the  
schem e are given in  T ab le  X II I .

T A B L E  X III  

T y p e i  of C red i t  and the Credit L im it

P urpose L im it

P ro d u c t io n  ( In d u s t r ie s ,  ag r icu ltu re ,  
an im al  h u s b a n d ry  etc.)

C o n s u m p tio n
C o n s t ru c t io n  (H ouse ,  W o rkshops ,  

S tores etc.)
T ra d e
R e d e m p tio n  o f  D eb ts
E lectr if ica tion  (H ouse ,  W o rk sh o p ,  etc.)
Emergencies

Rs. 7 .5 0 0 /-  
R s .  1 ,000 /-

Rs. 7 5 0 0 /-  
Rs. 1 ,000 /-  
R s .  5 ,000 /-  
Rs. 1 ,000/-  
Rs. 200 /-

T he  lend ing  policy  o f  the C U B  is p ro d u c t io n -o r ie n te d  b u t  in the 
con tex t  o f  the v il lager’s t r a d i t io n a l  d ep e n d en c e  o n  non-  
in s t i tu t io n a l  sources o f  c re d i t  for his  p ro d u c t io n  as  well as o the r  
essen tia l  needs it a im s a t  p ro v id in g  a com prehens ive  p ac k ag e  o f  
c red it  facilities fo r  a range  o f  pu rposes  as listed above .  The 
facilities are m ade  ava ilab le  to  a m em ber  in the des ired  c o m b in a ­
t ion  in the  fo rm  o f  a c re d i t  l im it es tab l ished  in his n a m e  on  
which he could  d ra w  for b o th  p ro d u c t io n  a n d  o th e r  needs as an d  
when they  arise.

Governm ent Loans and  C R B  Loans

Side by side with  th e i r  lo a n  o p e ra t io n s  M P C S s  a lso  p rov ide  
farm ers  with c ro p  lo a n s  for p a d d y  an d  a  n u m b e r  o f  o th e r  essen­
t ia l  food  crops u n d e r  a g o v e rn m e n t  sponsored  schem e, styled the 
N ew  A g r ic u l tu ra l  C re d i t  Schem e. T h is  is in effect a  c o n t in u a t io n  
o f  governm en t lo a n s  for f a rm e rs  which began  sh o r t ly  a f te r  the
I I  W or ld  W a r  th r o u g h  the  o ld  CA PS Societies d iscussed  earlier.  
I n  1967 g o v e rn m e n t  h a n d e d  over these lend ing  o p e r a t io n s  to  the
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P eop le’s B a n k  with  a c rcd i t  g u a ra n te e  to  the  B a n k  u p to  75 per 
cent in respect o f  lo a n s  in defau lt .  The Bank p rov ides  the funds 
to  M P C S s for  re - len d in g  to  the  farm ers ,  b u t  ne i th e r  the  P eo p le ’s 
B ank  n o r  the  M P C S s  have any  real a u to n o m y  in c red i t  decision 
m ak ing . L o a n s  are  given acco rd ing  to  g o v e rn m e n t  c r i te r ia  a n d  
these do  n o t  p rov ide  m uch  o p p o r tu n i ty  for the  ap p l ica t io n  of 
even the bas ic  tests o f  lending. F rom  tim e to  tim e d efau l te rs  have 
been a c c o m m o d a te d  a f resh .  D efau l ts  u n d e r  th is  scheme have 
been very high.

A c lea r  d is t in c t io n  has  to be d raw n  between  these  loans an d  
the  loan  o p e ra t io n s  o f  the  C R B  p roper .  In  the  la t te r  an  a t te m p t  
is being m ade  to deve lop  a sound  ru ra l  c re d i t  sy s tem  where basic 
tests o f  lend ing  such  as the  b o rro w er’s c h a ra c te r ,  skills and  
ca p ac i ty  to  app ly  these  skills a n d  g en e ra te  a su rp lu s  ad e q u a te  to 
rep ay  loans are ta k en  in to  accoun t .  In m a rk e d  c o n t ra s t  to  the 
g o v ernm en t  loans schem e where the cu rren t  d e fa u l t  ra te  is 45.3 
p e r  cent the  r a te  o f  d e fa u l t  in C R B  loans  is a ro u n d  9 per  cent.

Deposit M ob il isa t ion

The sources o f  fu n d s  o f  the  C R B  are  as follows :

(a) M em ber  a n d  n o n -m em ber  depos its

(b) Borrowings from  the  P eople’s Bank.

T he  C R B ’s dep o s i t  m ob il isa t ion  fu nc t ion  has  the twin 
objectives o f  m ax im is ing  local resources for  its ow n loan  o p e r a ­
t ions  and  p ro m o t in g  th e  savings h ab i t  in the village. Over the 
years ,  the  ru ra l  a reas  o f  Sri L an k a  have  benefited  from  in c re a ­
sed d ev e lopm en ta l  ex p e n d i tu re  o f  gov e rn m e n t .  L arge  vo lum es o f  
fu n d s  have been p ro v id ed  as ag r icu l tu ra l  c red it .  G o v e rn m e n t  has  
also progressively  in c re ase d  the  prices pa id  fo r  ag r ic u l tu ra l  
co m m o d it ies  u n d e r  its g u a ra n tee d  price schem e .  P a d d y ,  for 
ins tance ,  is now  pu rch a sed  a t  Rs. 33/- per  bushel w hereas  in the 
sixties the  price p a id  was on ly  Rs. 12/-. G ro w in g  ag r icu l tu ra l  
p roduc t iv i ty  fo llow ing  a d o p t io n  o f  im proved  c u l tu r a l  practices ,  
fer til izers ,  pes tic ides  a n d  be t te r  seeds have re su l ted  in  h igher
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fa rm ers ’ incom cs, a l th o u g h  it m u s t  be said th a t  severe d ro u g h t  
c o n d i t io n s  d u r in g  the p a s t  few years have caused  cons iderab le  
losses in ce r ta in  p a r ts  o f  the  coun try .

N everthe less  it is c lea r  th a t  the re  is cons iderab le  p o te n t ia l  to  
m ob il ise  savings in the  r u ra l  areas .  The re la t ive  success ach ieved  
by the  ru ra l  b ra n c h e s  o f  the P eop le ’s B ank  in th is  regard  is a 
p o in te r  to  the  possib ili t ies.  T he  C R B  being a v illage-level agency 
is, in fact, in a far m o re  a d v a n ta g e o u s  p o s i t io n ,  in m a n y  
respects ,  th a n  a Peop le’s B a n k  or  any  o th e r  co m m erc ia l  b a n k  
b ra n c h ,  to ex p lo i t  th is  po ten t ia l  p rov ided ,  o f  course ,  it can  
b u ild  the necessary  confidence .  C om m ercia l  b a n k  em ployees  with 
th e i r  u rb a n  life-styles m a y  n o t  be able to  e s tab l ish  the r igh t  
r a p p o r t  with the  village co m m u n i ty  as well as  the  C R B  em ployees 
could .  Often it is a case o f  p e rsuad ing  the villager to  give up  
age o ld  h ab i ts  o f  ho a rd in g s  an d  to  eschew o s te n ta t io u s  
ex p e n d itu re  o n  w edd ings ,  funera ls  a n d  o the r  cerem onies .  To  do  
th is ,  confidence has  to  be crea ted  and  th is  requires  the r ight 
a p p r o a c h  a n d  u n d e r s ta n d in g .  O n the  q u es t ion  of  dep o s i t  ra te s  
also, the  C R B s can m ake  themselves more a t t ra c t iv e .  I t  is no t  
bo u n d  by C e n tra l  B ank  directives, an d ,  un like  com m ercia l  
ban k s ,  it is free from th e  o p e ra t io n  o f  in te r -b a n k  a r r a n g e m e n ts  
on  in te res t  r a te s .  Since m oney -ra tes  p revailing  in ihe  unofficial 
ru ra l  m a rk e t  a re  generally  higher th a n  the u r b a n  depobit rates ,  
f inanc ia l in s t i tu t io n s  fu n c t io n in g  in the  village, to be c o m ­
pet i t ive ,  will have  to  offer h igher ra tes  th a n  in  u rb a n  a re as .  The 
com m erc ia l  b a n k s  ca n n o t  a d o p t  such a d iffe ren tia l r a te  policy as 
be tw een  its u rb a n  a n d  ru ra l  b ranches,  bu t  a C R B  is free to vary  
its depos it  ra te s  a n d ,  in fac t,  the  preva il ing  in te res t  ra te s  on  
sav ings d ep o s i ts  in C R B s range  between 6 —8% a n d  these  are 
h igher  th a n  the  c u r re n t  co m m erc ia l  bank  ra te  o f  5 \% .  C R B s  have 
m u c h  longer business  h o u r s  a n d  cos t  very m uch  less to  opera te .  
F u r th e r ,  the  C R B ,  being  a d e p a r tm e n t  o f  the M u lt i -p u rp o se  
C oopera tive  Socie ty  is in a  pos it ion  to  link sav ings  w ith  sales 
th r o u g h  the m a rk e t in g  facili t ies for  village p ro d u c e  p rov ided  
by the  society. T h is ,  in fac t ,  is a device a d o p t e d  by a n u m b e r  o f  
C R B s to d ay  to t a p  the  sav ings  o f  p a d d y  a n d  o th e r  food -c rop  
farm ers .
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It is useful to  exam ine  to  wliat e x ten t  C R B s have succeeded  
in explo it ing  these a d v a n ta g es  in ac tu a l  pe r fo rm ance .  T ab le  X II  
gives figures o f  savings and  loans  in the  C R B S  from  1965 to  
31st M a rc h ,  1976. It shows a  s te ad y  up w ard  t ren d  in  the  g row th  
o f  deposits .  As a t  31st M a rc h ,  1976, savings a n d  te rm -depos i ts  
a m o u n te d  to  Rs. 81.5 m il l ion ,  the  n u m b e r  o f  d e p o s i t  ac co u n ts  
being 525,168, the  average d ep o s i t  being Rs. 150/-. A ssum ing  
t h a t  each  a c c o u n t  re p re se n t  a househo ld  o f  five p e rso n s ,  this 
w o u ld  re p re se n t  a p o p u la t io n  o f  2.6 m illion  a n d  a s su m in g  
fu r th e r ,  t h a t  in Sri L a n k a .  75% o f  its p o p u la t io n  o f  a p p ro x i ­
m a te ly  13 m illion  live in ru ra l  a reas  this  would  a m o u n t  
ap p ro x im a te ly  28.2%  o f  the r u ia l  p o p u la t io n .

In  eva lua t ing  the  p rogress  m ade  a re levan t p o in t  to  be 
bo rne  in m in d  is t h a t  C R B s  on a n a t io n a l  scale have been in 
o p e ra t io n  only  for 5 years  so far.  A lthough  the  C R B  Schem e 
was la u n c h e d  as far  b ack  as 1964, p r io r  to  the a m a lg a m a t io n  o f  
1971 the scheme h a d  been  ex te n d e d  to  only 90 o f  the  th e n  ex is t­
ing societies. C o n s id er in g  the fact th a t  at  the  tim e th e re  were 
5884 MPC’Ss, the geog raph ica l  coverage o f  the  90 societ ies was 
rela tively  very sm all.  T here  a re  also  a n u m b e r  o f  fac to rs  a t  w ork 
in the M PC Ss as they  are  p resen t ly  co n s t i tu te d ,  which te n d  to 
inh ib it  C R B  grow th . P r in c ip a l  am o n g  these is the consum er-  
business  activity  o f  the  M FC S. We have seen how  d u r in g  the  
w ar,  g o v e rn m e n t  c re a te d  a n  is land -w ide  n e tw o rk  o f  co n su m er  
co o p e ra t iv e s  as d i s t r ib u t io n  agen ts  o f  essential food-stuffs which 
were in sho r t  supp ly .  This  s i tu a t io n  d id  no t  end with  the  war, 
because shor tages  o f  e s sen t ia l  co m m o d it ies  have pers is ted  a n d  
the  M P C S s  as in h e r i to rs  o f  the  o ld  CAPS societies have  been 
fu n c t io n in g  as g o v e rn m e n t’s d is t r ib u t io n  agents  th ro u g h o u t  the  
en t i re  c o u n try .  T o d ay ,  the  vo lum e o f  consum er  bus iness  h a n d le d  
by M PC Ss is very la rge in d e ed  and ,  as a  resu lt  we f ind  th a t  
m o s t  o f  the  time and  energies o f  the  govern ing  b o a r d s  o f  M P C S s 
are  devoted  to this  work. This  p re o c c u p a t io n  has resu l ted  in  the 
re la t iv e  neglect o f  the  M P C S /c red i t  a n d  b an k in g  fu n c t io n s  by the 
go v ern ing  boards .  T h e re  is also a n  inhe ren t  co n se rv a t i sm  in  the 
lend ing  policies favoured  by m a n y  M F C S  b o a rd s ,  show ing  a 
preference for the se cu r i ty -o r ien te d  loan  as d is t in c t  f ro m  the 
d ev e lo p m e n t  o r ien ted .
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Besides th is ,  sh o r tcom ings  in C R B  m a n a g e m e n t  c o n s t i tu te  
a n o th e r  in h ib i t in g  fac to r .  In  the  presen t M F C S  m a n a g e m e n t  
h ierarchy , the  M a n a g e r  o f  the  C R B  is su b o rd in a te  to  the  M P C S ’s 
G en e ra l  M a n ag e r  w ho is in overa ll  charge o f  the M FC S 
ac t i r i t ie s .  In some C R B s  th is  has  te n d ed  to res tr ic t  the C R B  
M a n a g e r ’s scope to  d isp lay  m uch  in it ia t ive  and  drive in p r o m o t ­
ing C R B  goals .  Lack  o f  a d e q u a te  b an k in g  and  Joan exper ience  on 
th e  p a r t  o f  the  C R B m a n a g e r  has  also c o n t r ib u te d  to  s low ing 
g row th  in a n u m b e r  o f  C R B s .  A good  n u m b e r  o f  C R B s have 
em ployed  un ivers i ty  g r a d u a te s  as m an ag e rs  a n d  s trange  th o u g h  
it m ay  seem, this  has  becom e a co u n te r  p roduc t ive  fac to r  in 
C R B s .  T h is  is largely  because  the  g rad u a te  while accep ting  the  
v illage level jo b  due to  lack o f  em p loym en t  o p p o r tu n i t ie s  still 
asp ires  for a jo b  in the  pu b l ic  o r  p r iva te  sectors where sa la ry  
scales an d  prospec ts  o f  fu tu re  p ro m o t io n  are m ore a t trac t ive .

B a n k ’s Advisory Services to C R B s

In view o f  these  fac to rs  it ha s  been generally  u n d e rs to o d  
t h a t  P eop le ’s Bank f ield-staff  sh o u ld  play  a miijor ro le  in 
in i t ia t in g  and  d irec t in g  the  p ro m o t io n  o f  CRB ac tiv ities .  In the 
ea r l ie r  p hase  o f  the  C R B  schem e beginning in 1964,  the  C R B  
o rg a n isa t io n a l  s t ru c tu re  ex is t ing  a t  the t im e, fac il i ta ted  th is  k in d  
o f  p a r t ic ip a t io n .  B ank  s ta ff  o f ten  fu n c t io n ed  for per iods  of  tim e 
as  C R B  m anagers .  In th a t  se t-up  the C R B  opera ted  a v ir tua lly  
a u to n o m o u s  un i t  o f  the  M F C S . It m a in ta in e d  se p a ra te  a c c o u n t ­
ing  reco rds  an d  its M a n a g e r  was directly  responsib le  
to  the  govern ing  b o a rd  o f  the  M FCS. B ut a f te r  the  M F C S  
re -o rg a n isa t io n  o f  1971, the C R B  accounts  were  
in te g ra te d  with  the  re s t  o f  the  M FC S d e p a r tm e n ts ,  its m a n a g e r  
w as  s u b o rd in a te d  to  the  general m a n ag e r  o f  the M F C S  an d  the 
C R B s  existence as a v ir tu a l ly  a u to n o m o u s  un it  ceased .  It shou ld  
be m e n tio n e d  th a t  these  p ro b lem s  inh ib i t ing  C R B  g row th  are  
en g a g in g  the  a t te n t io n  o f  the  coopera tive  le ad e rsh ip  b o th  
ofBcial a n d  unofficial an d  it is expected  th a t  rem edial ac t io n  will 
b e t a k e n  in due  course .  T he  B ank  for its p a r t  is cu r ren t ly  im p le ­
m en ting  a p ro g ra m m e  to  res t ru c tu re  the work d is t r ib u t io n  o f  its 
b r a n c h e s  so as to  sh a rp e n  its focus  on deve lopm en t w o rk  in  the
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ru ra l  sector. D ev e lo p m e n t  A ssis tan ts  are be ing  d e p lo y e d  in the  
Held for  the id e n t if ica t io n ,  fo rm u la t io n ,  im p le m e n ta t io n  a n d  
follow-up o f  d ev e lo p m e n t  p ro jec ts .  They will be p o s te d  to  the  
CR Bs which will serve as the  cen tre  o f  th e ir  ac t iv i t ie s  in the  
village. It is expected  th a t  the  C R B  will benefit f rom  the  supe r­
visory a n d  adv iso ry  services which  the  D ev e lo p m e n t  A ss is tan ts  
will rende r  to CRBs.

R e v e r t in g  to  the  q u es t io n  o f  savings m o b il isa t io n  by the 
C R B , there arc  ce r ta in  aspec ts  o f  the  ru ra l  m a rk e t  fo r  savings 
w hich  requ ire  fu r th e r  e x a m in a t io n .  In the village, th e re  a re  the 
m o re  affluent farm ers  an d  o th e r  persons with su rp lus  fu n d s .  These 
c o n s t i tu te  the obv ious  m a rk e t  for  deposits  in the village, a n d  the 
C R B s have been q u i te  successful in ind u c in g  these p e rso n s  to  
deposit  their  su rp lus  fu n d s  w ith  them , bu t the re  rem a in s  the 
qu es t io n  o f  the lower s t r a t a  o f  the  village co m m u n i ty  ex is t ing  at 
subsistence a n d  pover ty  levels. A t  these levels the  C R B s savings 
p ro m o t io n  task requ ires  a sh a rp ly  d ifferent ap p ro a c h .  In  this  
area  credit  has  to  p ro ced e  savings. The need is for the  p rovision  
o f  c red it  to the  fa rm ers  a n d  the a r t i s a n s  ac co m p an ie d  by close 
end-use superv is ion  d i rec ted  to w a r d s  inc reas ing  p ro d u c t iv i ty  so 
t h a t  incom e surpluses  c o u ld  be genera ted .  C R B  loan  w ith  such 
an  o r ie n ta t io n  will n o t  o n ly  resu lt  in inc reas ing  the  incom es o f  
the  poo re r  classes, b u t  also  reduce the  d e m in d  for  loans  f ro m  
local p r ivate  sou rces  such  as la n d  ow ners ,  m o n e y - len d e rs  and  
the affluent farm ers .  T h is  will bring dow n village-level in te res t  
ra te s  a n d  a f t r a c t  the m on ies  o f  those  who have s u rp lu se s  to  the 
C R B .

The Lower S t ra ta  in the  Village

This  raises the q u es t io n  as to  the  ex ten t  to  w hich  co o p e ra t iv e  
cred i t  reaches the  lower s t r a t a  o f  th e  ru ra l  p o p u la t io n .  W e have 
a l read y  referred  to  a n u m b e r  o f  o rg an isa t io n a l  a n d  m anage r ia l  
w eaknesses  in the o p e r a t io n s  o f  the  M P C S s a n d  C R B s.  W e have  
also  c o m m en ted  on  the  in n a te  c o n se rv a t ism  o f  m a n y  M F C S  
govern ing  b o a rd s  in  reg a rd  to  loan  policy. In  th is  co n n e c t io n  
recen t s tud ies  d o n e  by th e  A g ra r i a n  R esearch  a n d  T ra in in g
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I n s t i t u t e  o f  Sri L a n k a ,  as  well as  by the R esearch  U n i t  o f  the  
P eop le ’s B ank , revea l  c e r ta in  in te res t ing  in fo rm atio n .  A s tu d y  
m a d e  by the  form er in the K a n d y  D is tr ic t  in the  c e n t r a l  h ig h ­
lands  shows th a t  it was the  class  o f  sm allest c u l t iv a to rs  i.e. 
cu l t iv a to rs  having up  to  2 ac res ,  which make the least use o f  the 
cu l t iv a t io n  loans u n d e r  the  New A gricu ltu ra l  C re d i t  Scheme. 
T h e  figure o f  u t i l isa t ion  was 35% for the  small f a rm er  c lass  as 
ag a in s t  89% for the  class o f  farm ers  hav ing  over six acres. T he  
use  o f  o the r  services p rov ided  by the  coopera tives  also show  a 
s im ila r  tendency .  F o r  in s tan c e ,  the use o f  seed p a d d y  is on ly  
38% for the  small f a rm er  o f  the  tw o-acre  class as aga ins t  67% 
for  the  six-acre class. I t  seems th a t  the small farm ers  p re su m a b ly  
h an d ica p p ed  by th e ir  low soc io-econom ic s ta tu s  find it m ore  
co n v e n ie n t  to  go f re q u e n t ly  to  p r iva te  sources for  the ir  lo a n  
req u irem en ts  th a n  to  the  co o p e ra t iv e s .  T he  fact th a t  c red it  does 
n o t  seem to  filter in sufficient q u a n t i t ie s  to  those  in m os t  need o f  
it i.e. the po o res t  f a rm er  has  a lso  been conf irm ed  in a s tu d y  on  
th e  a d o p t io n  o f  N ew  T ech n o lo g y  by Small F a rm ers  (Sam uel 
1974) which ind ica tes  t h a t  the  in p u ts  to  the  village ec o n o m y  a re  
a b s o rb e d  m ore by  the  aff luent s t r a t a  th a n  by the poo r ,  w ho are 
th o se  in m o s t  need.

A s tu d y  u n d e r ta k e n  by th e  B ank  on the  im p a c t  o f  the 
b u rea u c racy  on th e  village in d ic a te s  the m e ch a n ism  th r o u g h  
w h ich  these in p u ts  a re  den ied  to  the  sm all farm er.  This s tudy  
te n d s  to  show th a t  a t  the  v illage-level,  a  coa li t ion  o f  forces 
re p re se n t in g  e lem e n ts  o f  the  governm en t  b u reaucracy  as  well as 
la n d lo r d  e lem en ts  co m bined  to  p ro v id e  an  effective ba r r ie r  th a t  
p reven ts  the  flow o f  c red i t  a n d  in fo rm a t io n  to the  sm all f a rm er .  
A s tu d y  o f  v eg e tab le -m ark e t in g  practices  u n d e r ta k e n  by the  
B a n k  in th e  vegetable  g row ing  a re as  o f  W elim ada ,  also  in the  
c e n t r a l  h igh lands  has  a lso  te n d e d  to  conf irm  the  presence o f  such  
a n  a l l iance  a i  a s ign ifican t e le m e n t  inh ib i t ing  in p u ts  o f  c re d i t  as  
well  as capac i ty  to  sell p ro d u ce  a t  a fair  price.

For  its p a r t  the P e o p le ’s B ank  is w ork ing  o u t  a  s t ra teg y  to  
h e lp  C R B s p e n e tra te  these  b a r r ie rs  a n d  reach  dow n  to  the  
fa rm e rs ,  the  a r t i s a n  a n d  the  p e t ty  t r a d e rs  existing a t  the  pover ty  
level.  R e fe rence  has  a l re a d y  been m a d e  to  the r e s t ru c tu r in g  o f

141



w ork  d is t r ib u t io n  in  the  B a n k ’s b ran c h es  an d  the  d e p lo y m e n t  o f  
D ev e lo p m e n t  A ss is tan ts  to work w ith  the C R B  a t  the v illaga 
level.  In the  se lection  o f  s ta ff  to  fu nc t ion  as  D evelopm ent 
A ssis tan ts  a t te n t io n  is pa id  to the ir  a p t i tu d e  for this  type o f  work 
a n d  the ir  ca p ac i ty  to  es tab l ish  the  right r a p p o r t  w ith  the  village 
people.  The B a n k ’s t ra in ing  p ro g ra m m e s  arc  being  fash ioned  to  
help  field s ta ff  in c u l t iv a t in g  the  des ired  b e h a v io u ra l  p a t te rn s .  
The B ank  is also e n d e a v o u r in g  to  b r in g  a b o u t  c loser  c o o r d i ­
n a t io n  be tw een  the  v a r io u s  agencies l inked  with  the  C oope ra t ive  
M ovem en t  b o th  a t  the  n a t io n a l  and  village levels so th a t  the 
p rob lem s a r is in g  in the  p ro m o t io n  o f  co o p e ra t iv e  c re d i t  cou ld  be 
m ore effectively dea l t  w ith  th a n  a t  present.

Summary

W e s ta te d  a t  th e  ou tse t  th a t  the  gen e ra t io n  o f  savings is 
in t im ate ly  tied  to the  c re d i t  in s t i tu t io n s  in the  co u n try  a n d  th a t  
no  d esc r ip t ion  o f  the  savings system  can be done  w i th o u t  a des ­
c r ip t io n  o f  the  c re d i t  system . So we find th a t  in  a t te m p t in g  to 
trac e  the  h is to ry  o f  coope ra t ive  savings in Sri L a n k a  we have also  
h a d  to  deal w ith  the  h is to ry  o f  co o p e ra t iv e  c re d i t .  In  conc lus ion  
we shall sum  u p  th e  sa lien t  po in ts  th a t  em erge f ro m  th is  s tudy .

We have seen th a t  coopera tive  c red i t  societies were the 
earlies t coope ra t ive  in s t i tu t io n s  to  ap p e a r .  T h e ir  effect on  the 
econom y was l im ited  d u e  to  social a n d  ec o n o m ic  res tra in ts .  B u t 
it  ha s  to  be n o te d  t h a t  the  m o n e t isa t io n  o f  the  t r a d i t io n a l  ru ra l  
ec o n o m y  an d  the  m o b il isa t io n  o f  savings began  in Sri L a n k a  
w ith  the ir  e s tab l ish m e n t .  M a jo r  changes  th a t  occu red  w ith  the 
g ran t in g  o f  inc reased  p o l i t ica l  a u to n o m y  since 1931 resu l ted  in 
concer ted  a t te m p ts  to r e s tru c tu re  the local e c o n o m y  aw ay from  a 
colonial p a t te rn .  The se tting  u p  o f  local b an k s  a n d  the  increasing 
im p o r ta n ce  a t ta c h e d  to  ru ra l  f inancia l in s t i tu t io n s  w ere im p o r ta n t  
aspec ts  o f  these developm ents .

We have a lso  seen the  growing  p a r tn e rs h ip  o f  the  c o o p e r a ­
tives with th e  s ta te  in n a t io n -w id e  econom ic  ac tiv i t ie s  and  the  
o rg an isa t io n a l  ch anges  in troduced  to  b r o a d e n  th e i r  scope in 
keeping  w ith  these  ta sks .  These ranged  from  W a r- in d u c e d
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changes to  take over  m ark e t in g  a n d  d is t r ib t io n  fu n c t io n s  to  the 
im p o r ta n t  t r a n s f o r m a t io n  in the  la te  fifties to  u n d e r ta k e  m u l t i ­
pu rp o se  activ ities.  F u r th e r ,  there  was the co n so l id a t io n  th a t  
followed in the  seventies w hereby  larger  a n d  m ore  econom ica l ly  
viable u n i ts  were fo rm ed .

A n im p o r ta n t  deve lopm en t in the  savings field was the 
fo rm a tio n  o f  the  P e o p le ’s Bank with the  express  p u rp o se  o f  
developing the  coope ra t ive  m ovem en t  a n d  ru ra l  b a n k in g .  The 
P eop le’s B ank  has been  e x p e r im en t in g  w ith  several c re d i t  as well 
as savings m ob il isa t ion  schemes an d  am o n g  its m os t  successful 
has  been its s p o n so r sh ip  o f  ru ra l  banks  b ased  in cooperatives .  
T he  C o o p e ra t iv e  R u ra l  Banks,  as th e y  are  k n o w n ,  now  
n u m b e r in g  460 o u t le ts  have served as an  im p o r t a n t  in s t i tu t io n  
forging very close l in k s  wiih the  village social a n d  econom ic 
s t ru c tu re .  T h ey  have been a key fac to r  in the ru ra l  financial 
s i tu a t io n  in the  last few years with perhaps â ; m u c h  as 20 to  30 
per  cen t  o f  the  ru ra l  p o p u la t io n  p a r t i c ip a t in g  in th e ir  savings 
a n d  loan  business .  T he  activities o f  the P eople 's  B ank  in the 
savings field has ,  a t  a  m a cro  level,  been a very im p o r ta n t  
in s t ru m e n t  in the r e d is t r ib u t io n a ry  function  in the  econom y with  
la rge  d ep o s i ts  from  the  p r iv a te  sector  being funnelled  into the 
cooperative  a n d  s ta te  sectors. T he  Bank m a in ta in s  a n  on -go ing  
review o f  its dev e lo p m e n ta l  activ ities an d  in recen t m on ths ,  as 
we have a l re a d y  in d ic a ted ,  there  has  been a f u r th e r  in tensif ica­
t ion  of its efforts  a t  reach ing  the  b o t to m  40 p e r  cen t  o f  the 
ru ra l  p o p u la t io n .
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The
in te rn a tio n a l
C ooperative
A lU ance

is one o f  the oldest o f  non-governm ental in ternational organisations. 
Jt is a world wide confederation  o f  cooperative organisations o f  all 
types. F o u n d ed  by the  In terna t ional  Coopera tive Congress held in 
L ondon  in 1895, it now  has affiliates in 66 countries, serving over 
326 million m em bers  a t  the  p r im ary  level. It is the on ly  inter­
national o rganisation  entirely and  exclusively dedicated to  the 
p ro m o tio n  o f  cooperation  in all par ts  o f  the  world.

Besides the  H ead  Office o f  the ICA, which is in L ondon, there 
are tw o  regional offices, viz., the  Regional Office & E ducation  
C en tre  fo r  South-East Asia, N ew  Delhi, India, an d  the Regional 
Office fo r  East an d  Central Africa, M oshi ,  Tanzania .  The Regional 
Office in New Delhi was started in 1960 and  the  Office in M oshi in 
1968.

The  main tasks o f  the Regional Office & Education C entre  are 
to  develop the  general activities o f  the  Alliance in the  Region, to  
ac t  as a  link between the IC A  and  its affiliated national movements,  
to  represent the  Alliance in its consulta tive relations with  the 
regional establishments o f  the  U nited  N ations  and  o the r  inter­
na t iona l  organisations, to  p ro m o te  econom ic relations am ongst 
m em ber-m ovem ents,  including trad in g  across national boundaries,  
to  organise and  conduct technical assistance, to  conduct courses, 
sem inars an d  conferences, surveys an d  research, to  b ring  ou t 
publications on cooperative an d  allied subjects and  to  support  and 
supplem ent the  educational activities o f  national cooperative 
m ovem ents .  T he  Regional Office a n d  E ducation  Centre now 
opera tes  on  beha lf  o f  14 countries, i.e. A ustralia ,  Bangladesh, 
India, Indonesia ,  Iran , Ja p an ,  Republic  o f  K orea ,  Malaysia, N epa l,  
Pakistan , Philippines, S ingapore, Sri L a n k a  and  I f e

ICA L ib ra ry  
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