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EDITORIAL

In a world beset by many problems, created by both natural 
and man-made events, it i s  sometimes difficult to maintain 
an optimism which is based upon realism. Co-operative 
enterprise is an expression of such optimism which is rooted 
in the belief that through our own efforts, self-help and 
mutual aid, change for the better can and will come. 
Co-operatives being above all economic enterprises must, if 
they are to remain of any interest to their membership, 
produce economic benefits, These benefits may be converted 
directly or indirectly from economic into social benefits.

The expectations and the realisation of benefits arising 
from co-operative enterprises varies tremendously between 
different groups of members and between different countries. 
The ability of a co-operative to meet the members' desire to 
achieve benefits is of course dependent upon many factors. 
The conditions under which co-operatives operate, whether 
they be in terms of economic climate, governmental 
attitudes, competitive pressures, the effectiveness of 
leadership and professional management are all clearly 
significant. However, it does seem that whenever a group of 
sufficiently committed members are clear and determined in 
pursuit of their objectives, then there is no limit to the 
achievement possible. The objectives of any co-operative do 
need to be regularly evaluated, for the needs of the past 
generation are not necessarily those of today's. All too 
often, those involved in co-operatives shrink from the task 
of re-appraising co-operative objectives and the policies 
deployed as the framework for achieving these objectives. 
The reasons for this reluctance are of course infinite, but 
all too frequently include an unwillingness to admit the 
need for change and the threat to vested interests which 
could become exposed if objectives were seriously reviewed.

Co-operative forms of organisation have been prevalent at 
many stages of human development. In the context of the



available forms of modern economic organisations 
co-operatives need to be recognised as a more sophisticated 
organisational form and not to be seen as a simple, even 
primitive concept. Co-operatives are no easy option and are 
not for the faint-hearted; for to be successful they require 
a committed membership and a determined leadership.

The promotion and development of co-operatives is a task not 
for bureaucrats but for those with a commitment to promote 
self-sustaining organisations which they are prepared to see 
develop independently. Co-operatives during their formative 
stages do however need a degree of protection from the 
unscrupulous and from political and other pressure groups 
who might seek to use co-operatives for their own ends. 
Legislation, and those responsible for its enforcement, 
should e n s u r e  that the co-operative develops as an economic 
enterprise by providing guidance but not direction. 
Co-operatives which continually need subsidies or external 
management would appear to be of little real value, either 
to members or to the nation. That is not to say that 
genuine support for co-operative development is not needed - 
it almost invariably is - but such assistance needs to be 
provided within the framework of a clearly-defined plan for 
its withdrawal on a phased basis over a reasonable length of 
time. Depending upon the circumstances, such help could 
extend from three to ten years. Longer-term assistance is 
usually needed where the community involved is 
disadvantaged, particularly by lack of literacy and 
numeracy.

Continuity of education is a non-optional policy, or 
principle, for all co-operatives. Co-operative education 
should not be confused with providing social activities for 
members - although this may be a legitimate way of devoting 
resources if that is what the members wish: co-operative
education means continually keeping all those involved aware 
of the objectives, policies and the nature of the 
co-operative form of organisation. This applies equally to 
members, directors, managers and employees. Co-operatives



which fail to follow this principle will ultimately either 
fail as an economic organisation or cease to be a 
co-operative.

In examining other non-optional policies or co-operative 
principles, co-operative leaders need to start from the 
position of their co-operative's objectives and see how such 
principles work in support of these objectives. There is no 
place for dogma in such a re-appraisal: innovative and
imaginative approaches are always required. The Rochdale 
Pioneers, Raiffeisen, Plunkett and other co-operative 
founding figures were innovative in their time and there is 
no reason to suppose that development of co-operative 
thought ceased thereafter. New approaches are needed now, 
and will be needed in the future. Approach to capital in 
co-operative organisations is one example of the need to 
review policies in relation to current objectives. This 
issue and many others require much more detailed study and 
concentrated thought if co-operatives are to develop into 
the predominate form of economic organisation.

The Year Book of Agricultural Co-operation 1986 contains 
articles which touch on many issues concerning co-operatives 
throughout the world. Changes which are taking place in the 
Moshav multipurpose co-operatives in Israel, the unique 
merger between farmers' co-operatives and farmers' unions in 
Sweden, and the appropriateness of workers' co-operatives 
particularly in developing countries, are subjects for the 
first three articles, each reflecting the changing n a t u r e  of 
co-operatives. The-^irticle on credit co-operatives in Sri 
Lanka describes the origin, growth, decline and resurgence 
of credit co-operatives in that country. The need for the 
banking system to change to a co-operative approach for the 
development of rural areas is propounded for Nigeria. Other 
articles deal with problems of co-operative development,- two 
countries which have a history of governmental commitment to 
the development of co-operatives receive particular 
attention - namely Tanzania and India. The events leading' 
to the current changes in approach, and the reaction to

XX



these changes are reviewed in three separate articles 
dealing with Tanzania,- and rural co-operatives are the 
subject of two articles on India. After forty years of 
co-operation changes are now being suggested to bring new 
life to the co-operatives in Grenada.

It is generally accepted today that the objectives of 
co-operatives are primarily economic. A series of papers 
shows the current recognition of the importance of the 
availability of the economic base-finance - not in the form 
of "donations" or aid, but as credit for which the borrower, 
however limited in means, is himself responsible. The 
benefit becomes double edged as the economic improvement 
provides the stepping stone from self-help to independence. 
The reality of getting credit to those who most need it is 
explored in papers which examine the various methods of 
making it available and the institutions which supply it.

In this the 58th edition or the Year Book of Agricultural 
Co-operation the diversity and adaptability of the 
co-operative form of organisation is again fully reflected 
in the range of articles included. Our hope is that it will 
add further to the knowledge, understanding and future 
development of co-operative enterprise.



CHANGES IN THE PATTERN AND PERFORMANCE OF THE MOSHAV 

MULTIPURPOSE CO-OPERATIVE 

by David Kahan *

The purpose of t h i s  a r t i c l e  i s  to  in troduce the reader to 
the moshav c o -o p e r a t iv e  s e t t l e m e n t ,  to  d escr ib e  the changes 
that the moshav has undergone over the years and to  measure 
the impact of  th e se  changes on the a b i l i t y  o f  the  
c o -o p e r a t iv e  to  provide economic s e r v ic e s  to i t s  members in  
an e f f e c t i v e  and e f f i c i e n t  manner. Performance o f  the 
moshav c o -o p e r a t iv e  u n it  was def ined  by measures r e la t in g  to  
e f f e c t i v e n e s s  and e f f i c i e n c y  in  the p ro v is io n  of c r e d i t ,  
marketing and t e c h n ic a l  input s e r v ic e s  as w e l l  as the  
o v e r a l l  a d m in is tr a t iv e  fu n c t io n in g  of the c o -o p e r a t iv e .  In 
p a r t ic u la r  the c r i t e r i a  s e l e c t e d  to  measure e f f e c t i v e n e s s  
and e f f i c i e n c y  r e fe r  to  the a b i l i t y  of the c o -o p e r a t iv e  u n it  
to  m o b il ise  c r e d i t  from the ex te r n a l  environment; to  contro l  
the repayment of d eb ts ;  to  c o n tro l  the l e v e l  o f  co -o p e r a t iv e  
a c t i v i t y  and in  p a r t ic u la r  the marketing of produce; to  
ensure member p a r t i c ip a t io n  in  decis ion-m aking; and to  
provide a wide array of economic s e r v i c e s  to members at 
minimum c o s t .  This paper r e l i e s  upon the f in d in g s  of  a 
number of s tu d ie s  c a rr ied  out over the past  few years by the 
author and o th e r s ,  on the c o -o p e r a t iv e  u n it  of the moshav
( 2 ) ; ( 3 ) ; ( 5 ) .

The Moshav S ett lem en t In I s r a e l

The moshav ( p i .  moshavim), a sm a llh o ld ers '  multipurpose  
c o -o p e r a t iv e  v i l l a g e ,  i s  one of  a number of b a s ic  types o f  
se t t le m e n ts  in  the c o -o p e r a t iv e  a g r ic u l tu r a l  s e c t o r ,  the  
others  being the k ibbutz  and the moshav s h i t u f l .  The

* Agridev ( I n t e r n a t i o n a l ) ,  A g r icu ltu ra l  Development 
C o n su lta n ts ,  I s r a e l



kibbutz i s  the o ld e s t  of c o -o p e r a t iv e  rura l  se t t le m e n ts  in  
I s r a e l ,  f i r s t  e s ta b l i s h e d  in  1909 as a c o l l e c t i v e  
se t t le m e n t .  The se t t lem en t  i s  j o i n t l y  owned and operated by 
i t s  members, and fu n ct ion s  as a large  multipurpose  
e n te r p r ise  with a g r i c u l t u r a l ,  in d u s t r ia l  and s e r v ic e  
branches. The moshav s h i t u f i  ( c o l l e c t i v e  moshav) i s  the  
most recent of the above c o -o p e r a t iv e  s e t t l e m e n t s ,  
e s ta b l i s h e d  in  the 1 9 3 0 's .  I t  r ep resen ts  a t r a n s i t io n a l  
type between the kibbutz and the moshav. The production i s  
c o l l e c t i v e ,  as in  the k ib b u tz , but consumption i s  organised  
in  p r iv a te  households. The moshav s h i t u f i  i s  of l e a s t  
importance in  the o v e r a l l  n a t io n a l  p ic t u r e .

H i s t o r i c a l l y ,  the moshav form of se t t le m e n t  was e s ta b l i s h e d  
in  1921 as an a l t e r n a t iv e  to  the k ib b u tz ,  which was 
c r i t i c i s e d  by some e a r ly  p ion eers  fo r  not m aintaining  
'normal' fam ily  home l i f e .  The importance of the moshav 
se tt lem en t  to  the a g r ic u l tu r a l  s e c to r  i s  w e l l  recogn ised  
accounting for  about four percent of  the co u n try 's  rural  
population  and over 45 percent of  a g r ic u l t u r a l  output.

The moshav sm allholder multipurpose c o -o p e r a t iv e  v i l l a g e  was 
e s ta b l i s h e d  to promote farming as the major occupation  and 
source of l i v i n g  for i t s  members. Although the fam ily  i s  
the b a s ic  u n it  o f  production and consumption, the  
c o -o p e r a t iv e  u n it  of the moshav provides for  the economic  
and s o c i a l  needs of  i t s  s e t t l e r s .

The co -o p e r a t iv e  u n it  of the moshav has the fu n c t io n  of  
supplying required economic s e r v i c e s  (m arketing, c r e d i t  and 
t e c h n ic a l  in p u ts)  to  the fam ily  farms. These s e r v i c e s  are  
provided fo r  members w ith in  the normative c o n s tr a in t s  of  
e q u ity  and democracy.

The b a s is  o f  the moshav s e t t le m e n t ,  when f i r s t  e s t a b l i s h e d ,  
was the id e a l  of  p r o d u c t iv i s a t io n  (employment o f  Jewish  
labour in  productive s e c t o r s ) ,  n o n -e x p lo i ta t io n  of o th e r s ,  
and s e r v ic e  for  the common good ( 8 ) .  In con crete  terms.



a) n a t io n a l  ownership o f land: which was seen as the b a s is  
fo r  a new way of l i f e ;

b) s e l f - la b o u r :  c o n s i s t in g  of s o l e ly  the farmer and h is
fam ily and an absence of hired labour which could lead  
to the e x p lo i t a t io n  of o thers;

c )  mutual a id: tak ing  care o f  i t s  members, providing
communal s e r v ic e s  and c u ltu r a l  a c t i v i t i e s  and looking  
a f t e r  the education  of i t s  ch ildren;

d) in d iv id u a l  h o ld in gs:  s ig n i f y in g  an attachment to
homesteads and undertaking personal r e s p o n s i b i l i t y  for
in d iv id u a l  farms;

e) co -o p e r a t iv e  s e r v ic e s :  through both consumer and
producer m ulti-purpose  co -o p e r a t iv e s  provid ing  personal  
requirements for  the s e t t l e r  as w e l l  as economic 
s e r v ic e s  -  c r e d i t ,  marketing, te c h n ic a l  su p p l ie s  for  
the production and d is p o s a l  o f  produce;

f )  u n iv ersa l  p a r t ic ip a t io n  in  d e c is io n  making:
p a r t ic ip a t io n  of members through var iou s  democratic
forums, fr e e  e l e c t i o n s ,  s e c r e t  b a l l o t ,  e t c . ,  a c t in g
upon the b a s is  of m ajority  ru le ;

g) e q u a l i ty  in  standard of l i v i n g :  a c q u i s i t i o n  of an
adequate and p o t e n t i a l l y  equal standard o f l i v i n g  
through the p r o v is io n  of s e r v ic e s  o r ien ta ted
u n iv e r s a l ly  towards a l l  moshav members.

The o r ig in a l  moshav v i l l a g e  was composed of a mixed farming 
system that created  both s e l f - s u f f i c i e n c y  in  producing and 
provid ing  for  the consumption needs of the household , and
attachment to  the homestead by the r e s u l t in g  presence  of a
wide range of t i e s .  The importance of the farm u n it  was 
emphasised s in c e  i t  was taken to  provide the main source of 
income for  the moshav populace.

t h i s  i d e a l  was e m b od ie d  i n  t h e  f o l l o w i n g  p r i n c i p l e s :



The Image of the moshav I n s t i t u t io n  was that  o f  a h igh ly  
'gem einschaft ' community express ing  a high l e v e l  o f  s o c i a l  
in te r a c t io n  and s o l i d a r i t y  as w e ll  as the p r a c t ic e  of  mutual 
aid and r e s p o n s i b i l i t y ,  and lack  of d i f f e r e n t i a t i o n  in  
standard of l i v i n g .  This concept of the moshav, being a 
'fam ily  of fa m i l i e s '  was re in forced  by the c o -o p e r a t iv e  un it  
providing economic s e r v ic e s  and a c t in g  as a framework for  
corporate d e c is io n  making in  a l l  of the major spheres of  
a c t i v i t y .  The c o -o p e r a t iv e  un it  was to f u l f i l  a cen tra l  
function  in every moshav and i t s  members were, by v ir t u e  of 
belonging to the moshav, a lso  members o f  the c o -o p e r a t iv e  
s o c i e t y .  Besides being an a g r ic u l tu r a l  c o -o p e r a t iv e  and 
upholding a s p e c i f i c  way of l i f e ,  the moshav c o n s t i tu te d  a 
u n it  of lo c a l  government complete with municipal d u t i e s  such 
as education, c u l tu r e ,  l e i s u r e ,  h e a l th ,  s e c u r i t y ,  r e l i g i o n ,  
roads, hygiene, l i g h t i n g  and drainage.

The normative o b je c t iv e s  of  the moshav have been d e f in ed  in  
genera l  terms as fo l lo w s:

a) to improve the economic, s o c ia l  and c u l tu r a l  co n d it io n s  
of i t s  members by means of th e ir  o r g a n is a t io n  and 
se t t lem en t  on n a t io n a l  land , on the b a s is  of  
s e l f - l a b o u r ,  mutual aid  and r e s p o n s i b i l i t y  and common 
buying and s e l l i n g ;

b) to c o n s t i tu te  a c e l l  of l o c a l  government w ith in  the 
boundaries of the c o -o p era t iv e  s o c i e t y  ( 6 ) .

To sum up, the normative pa ttern  of the moshav was 
ch a ra c ter ised  by a broad general s e t  of community g o a ls ,  
which were to be implemented by an independent, dem ocratic  
and bureaucratic  p o l i t i c a l  s tr u c tu r e .

The Normative Moshav Structure

The normative o r g a n isa t io n a l  b lueprin t  was to  embody very  
d e f i n i t e  precepts  regarding both the fu n c t io n s  of  v i l l a g e  
o rg a n isa t io n  and i t s  p o l i t i c a l - a d m i n i s t r a t i v e  s t r u c t u r e .  As



far  as the functions  were concerned, the co-opejrative un it  
and i t s  members were to  have con tro l  over the d e c i s io n 
making process and to be resp o n s ib le  fo r  th e ir  
co -o rd in a t io n .

Figure I s e t s  out the g en era l ised  normative o rg a n isa t io n a l  
s tr u c tu r e  of the moshav.

The sovere ign  body of the moshav was to be the general  
assembly, composed of i t s  members. The assembly was g iven  
the fu n ction  of e l e c t in g  the v i l l a g e  i n s t i t u t i o n s ,  c o u n c i l ,  
committees and var ious  sub-com m ittees. Committees
r esp o n s ib le  for the various farm e n te r p r ise s  were to  be 
nominated by the moshav co u n c i l  or committee and a l l  of the  
moshav i n s t i t u t i o n s  answerable and resp o n s ib le  to the  
general assembly. The main task s  of  the council  were to  act  
as the governing body between the convening general  
assem blies  and to  f u l f i l  those  fu n ct io n s  which were not 
v ested  In the moshav committee, such as management of the 
v i l l a g e  b o d ies ,  general f in a n c ia l  and investment p o l i c y ,  
acceptance of hired a d m in is tr a t iv e  personnel and, f i n a l l y ,  
a c t in g  as the municipal body of the moshav.

This normative model was regarded as the b lu ep r in t  for  
future  se tt lem en t p atterns  of moshav v i l l a g e s  both in  I s r a e l  
and abroad.

The Moshav Co-operative and Sources of  Change

Over time there were many changes seen both w ith in  the  
In tern a l  and ex tern a l  environments of the moshav, having a 
wide ranging e f f e c t  upon the normative m onolith ic  pa ttern  
d escribed  in  the previous s e c t io n s .

A r a d ic a l  s e t  o f  changes took p lace  on account of  
s o c i o - p o l i t i c a l  f a c t o r s .  P o l i t i c a l  developments a f t e r  
Independence in 1948 created  a la r g e  in f lu x  of immigrants to  
the country. These immigrants came from very d iv e r se  e th n ic  
backgrounds and consequently  d i f f e r e d  in th e ir  farming
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a b i l i t y  and m otivation  ( 8 ) .  This phenomenon acted as an 
exogenous st im ulus to  change w ith in  the rural sec to r  
c r e a t in g  a new degree of com p lex ity .

As the number of  Immigrants in c r e a se d ,  the need for  
absorption , coupled with  the n a t io n a l  o b je c t iv e s  of 
dispersed  Jewish s e t t le m e n t ,  suggested  a p a t e r n a l i s t i c  
approach to se t t lem en t  p lan n in g . Thus s e t t le m e n ts  were both 
planned and co-ord inated  by the se t t le m e n t  a u th o r i t ie s  
r e s p o n s ib le ,  i . e .  from above.

The new immigrants, for  the most part from tr a d i t io n a l  
c u ltu res  of Moslem c o u n tr ie s  in  the near e a s t  and north  
A frica  and co u n tr ies  of e a s tern  Europe, were not l i k e l y  
candidates  for  a k ib b u tz .  The n a t io n a l  a u t h o r i t i e s  decided  
to  d ir e c t  the new immigrants to  moshavim to develop them 
in to  commercial farmers and to  mould the i n s t i t u t i o n a l  
s tr u c tu r e  of the moshav to th e ir  n eed s .  This created a new 
type of moshav c a l le d  the moshav olim (immigrant moshav 
v i l l a g e ) .

Rural se tt lem en t played an important r o le  in  the absorption  
of the new immigrants. More moshav v i l l a g e s  were founded In 
the f i r s t  few years of sta tehood  than in  the previous  
t h i r t y .  Well over h a lf  the moshavim in  the country were 
e s ta b l i s h e d  in  the f i r s t  three  years a f t e r  s ta teh ood .

The p r in c ip a l  aims of t h i s  form of rural se t t lem en t  were:

a) to in c r e a se  a g r ic u l t u r a l  production;

b) to  provide immediate employment fo r  immigrants:

c )  to  d e c e n tr a l i s e  the popu la tion  and develop new 
areas of  the country (A ).

Although se tt lem en t  planning was d ir e c te d  from 'a b o v e ' ,  over 
time most immigrant groups tended to  e x h ib i t  some 
independence in  th e ir  a b i l i t y  to  m o b il ise  the resources



required , and in  th e ir  a t t i t u d e s  towards the moshav norms.
The degree of change i n i t i a t e d  by the immigrant members
var ied  widely between d i f f e r e n t  moshavim as w e l l  as between 
the moshavim and the normative b lu e p r in t .  The confrontation  
of the normative s tru ctu re  of the moshav and the c u ltu r a l  
and educationa l p r e d isp o s i t io n s  brought by the s e t t l e r s ,  in  
a l l  spheres of a c t i v i t y ,  involved  mutual I n te r a c t io n s  that  
re su lte d  in  a l t e r n a t iv e  moshav p a ttern s  being formed.

In ad d it io n  to  t h i s ,  changes in  the demographic nature of 
the e s ta b l i s h e d  rural populace created  the need to provide  
fo r  the se t t lem en t  and absorption o f the younger generation
of farmers e i th e r  on th e ir  own or through se tt lem en t on
'second generation ' moshavim.

Another fa c to r  of change, e x te r n a l  to  the co -op erat ive  
proper, and yet  p a r t ic u la r ly  re lev a n t  to  the moshav, was 
found to re s id e  in  the o v e r a l l  economic development in  the 
country. E sp e c ia l ly  s i g n i f i c a n t  in  t h i s  resp ect  was the 
growth of in te r n a l  markets a s s o c ia te d  with the population  
in c r e a s e ,  and the sw itch-over  towards a more d i f f e r e n t ia t e d  
farming system. This movement was synonymous with a 
t r a n s i t io n  from d i v e r s i f i e d  a g r ic u ltu r e  at the farm l e v e l  to  
that of a h igh ly  c a p i t a l - i n t e n s i v e  and s p e c ia l i s e d  
a g r ic u ltu r e  ( 9 ) .  The trend towards s p e c i a l i s a t i o n  with the 
a g r ic u l t u r a l  en te r p r ise  s tr u c tu r e  of  the moshavim occurred  
over the l a s t  twenty years and represented  a break from the 
t r a d i t io n a l  mixed da iry /crop  farms.

The tendency towards s p e c ia l i s e d  farming r e su lted  in  a 
movement away from domestic market o r i e n t a t io n s ,  towards the 
production of f r u i t ,  v eg e ta b le s  and f low ers for  exp ort .  
Hence, over tim e, export crops began to  rep lace  mixed dairy  
farming as the major a c t i v i t y  o f  the fam ily  farm s e c to r .

More r e c e n t ly ,  in  the l a t e  1970s, owing to  the economic 
r e c e s s io n  in  the economy at la r g e ,  p o l ic y  changes were made 
which had far  reaching e f f e c t s  on the a g r ic u l tu r a l  s e c to r  in  
gen era l and the moshavim in  p a r t ic u la r .  A government



' c r e d i t  squeeze* was i n s t a l l e d  on the p r o v is io n  o f  c r e d it  to  
moshavim. This r e s u l te d  in  moshavim undergoing f in a n c ia l  
d i f f i c u l t i e s  in  t h e ir  everyday fu n c t io n in g .  A further  
d i f f e r e n t i a t i o n  between moshavini was observed in  d i f f e r e n c e s  
in  management and a b i l i t y  to  adapt to  the general economic 
r e c e s s io n .

As a r e s u l t  o f  the i n t e r - a c t lo n  o f  th ese  changes, as 
mentioned above, m o d if ic a t io n s  were seen in  the opera tion  
and performances of the moshav. The v a r i a b i l i t y  in  and 
among the moshav v i l l a g e s  them selves was observed to be 
wide, but the d iscrepancy  between the in d iv id u a l  moshavim 
and th e ir  i d e a l i s t i c  b lu ep r in t  was n o t ic e a b ly  even g r e a te r .  
Conformity w ith  the normative moshav p a t t e r n ,  in  many 
in s ta n c e s ,  a l l  but d isappeared . In the l i g h t  of the above 
changes mentioned, over tim e, three  broad c a te g o r ie s  of  
c o -o p era t iv e  p a ttern s  emerged each d e v ia t in g  from the  
o r ig in a l  normative b lu ep r in t  ( 7 ) .

There were the moshav olim of the post-w ar period s e t t l e d  by 
European immigrants most of whom o r ig in a te d  from an urban 
background and were endowed with e d u c a t io n a l ,  s o c i a l  and 
o rg a n isa t io n a l  c h a r a c t e r i s t i c s  f a c i l i t a t i n g  t h e ir  support  
the c o -o p e r a t iv e  v i l l a g e .  However, t h i s  p a t te r n ,  imposed 
from 'above' (government sponsored) f a i l e d  in  i t s  
r e s p o n s i b i l i t y  to  d ir e c t  s e t t l e r s  i d e o l o g i c a l l y  towards 
upholding t h i s  form of se t t lem en t  as a way of  l i f e .  
N e v e r th e le s s ,  in  s p i t e  of  t h i s ,  the normative p a ttern  was 
adopted as i t  was seen to  provide the b est  means o f  secu r in g  
i n s t i t u t i o n a l  support and s e r v i c e s .  This c o -o p e r a t iv e  
pattern  which was i n i t i a l l y  augmented from 'above' in c l in e d  
towards a s e l f - s p o n s o r in g  from 'b e lo w '.

Towards the l a t e  1950s and e a r ly  1960s, a fu r th e r  pa ttern  
emerged in  moshavim s e t t l e d  by native -b orn  descendants o f  
the veteran  moshav v i l l a g e  and by a few o f  the veteran  
v i l l a g e r s  th em se lv es .  The i n i t i a l  m otiva tion  to  s e t t l e  cane 
from the members them selves w ith the d e s ir e  to  e s t a b l i s h  
th e ir  own c o -o p e r a t iv e ,  d e v ia t in g  somewhat, i d e o l o g i c a l l y ,  
from the normative p a t te r n .



In con trast  to the above-mentioned moshav v i l l a g e s  which 
were composed of an o cc id en ta l  populace, a d i f f e r e n t  type of  
m od if ica t io n  emerged w ith in  the ' o r i e n t a l '  immigrant moshav. 
As mentioned p rev io u s ly  t h i s  moshav-type embraced the  
t r a d i t io n a l  immigrants o r ig in a t in g  from A s ia ,  north A fr ica  
and the Middle E a st .  Sim ilar to  the o c c id e n ta l  immigrant 
moshav, the moshav pattern was imposed from above. These 
groups were a l s o  lack ing  in moshav id e o lo g y ,  but were by 
c o n tr a s t  e d u c a t io n a l ly ,  s o c i a l l y  and o r g a n is a t io n a l ly  
incapable  of  making formal co -o p era t iv es  work. In t h i s
c a s e ,  ' in s t a n t '  t r a n s i t io n  to autonomy ( i . e .  being ab le  to  
manage i t s e l f  in  a co -op erat ive  manner and to  be l e s s  
dependent on ex tern a l o r g a n is a t io n s ) ,  as in  the  previous  
c a s e ,  was g r e a t ly  hampered.

Changes in  the Pattern  of S erv ices  Provided and C o-operative  
Performance

The major tren d s ,  having a d ir e c t  bearing on the  
co -o p e r a t iv e  pattern  of s e r v ic e s  provided to  members, can be 
summarised as fo l lo w s:

a) a move towards s p e c ia l i s e d  export o r ie n ta te d  
products and a g r ic u ltu r a l  d i v e r s i f i c a t i o n  with the  
moshav v i l l a g e s ;

b) changes in  the economic sphere of a c t i v i t y ,  
m anifested  by the reduction in  c r e d i t  su p p lied  to  
the moshav sec to r  as a r e s u l t  o f  government 
p o l i c y .

As mentioned p rev io u s ly  the i n i t i a l  t r a n s i t io n  from mixed 
farming towards s p e c ia l i s e d  export o r ien ted  production  
c o n s t i tu te d  the p r in c ip a l  economic c h a r a c t e r i s t i c s  of  
a g r ic u l tu r a l  development in  I s r a e l .*  The preva len t

* In a c t u a l i t y ,  according to Weitz, t h i s  t r a n s i t io n  i s  in  
f a c t ,  in e v i t a b le  in  a l l  c o u n tr ie s ,  s i g n i f y i n g  a 
predominant trend. (W eitz, R. from Peasant to  Farmer. 
New York, 1971.
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composition of farming e n te r p r is e s  in  the normative moshavim 
as w e l l  as in  some v i l l a g e s  e s ta b l i s h e d  in  the 1950s, was 
mixed dairy farming. F lo r ic u l t u r e  or ex p o r t -o r ie n te d  turkey 
production was introduced on many moshavim as s u b s t i t u t e s  
for  e i th e r  da iry in g  or v eg e ta b le  production and f i e l d  
crops.

The r e s u l t in g  movement towards s p e c i a l i s a t i o n  at  the farm 
l e v e l  and product d i v e r s i f i c a t i o n  at the v i l l a g e  l e v e l  was 
seen as having an impact on the major spheres of 
co -o p era t iv e  a c t i v i t y  and s tr u c tu r e .  Within the
co -o p era t iv e  programme, the trend in f lu e n c e d  the scope of 
s e r v ic e s  provided, the l e v e l  of c o -o p e r a t iv e  Involvement by 
members, the degree of  c o -o p e r a t iv e  a c t i v i t y ,  the demand for  
c r e d i t ,  and the p o l i c y  c r i t e r i a  and o p e r a t io n a l  methods 
underlying the p ro v is io n  of economic s e r v i c e s .

On moshavim composed of sm allho lders  w ith  da iry  e n te r p r is e s  
the p ro v is io n  of c r e d i t  and d is p o s a l  o f  raw milk was carr ied  
out in a uniform way. With re sp ec t  to marketing only  a 
l im ite d  scope of s e r v ic e s  needed to  be provided to  members, 
as only two major a c t i v i t i e s  ( th e  c o l l e c t i o n  and forwarding  
of produce) were mandatorily  undertaken by the moshav 
c o -o p e r a t iv e .  Furthermore, because of  the sm all number of 
p rocess ing  e n t e r p r i s e s ,  l im i t a t i o n s  e x i s t e d  in  the a b i l i t y  
of  the co -o p era t iv e  u n it  to  manipulate the environment and 
in f lu e n c e  the n e g o t ia t io n  of c o n tr a c ts  and d e l iv e r y  
arrangements. In t h i s  way, moshav v i l l a g e s ,  c h a ra c ter ised  
by mixed dairy farming, were seen to  be l im ite d  in  terms of  
both the scope of s e r v ic e s  provided and the o v e r a l l  
o r g a n isa t io n a l  p a ttern .

Turning to c r e d i t ,  in  the case  of  sm allh o ld ers  invo lved  in  
da iry  farming, the a c t i v i t i e s  and range of  the c r e d i t  
s e r v ic e  were s im i la r ly  uniform in  n a tu re .  I t  was required  
that  raw milk should be marketed through the v i l l a g e  
co -o p era t iv e  in  i t s  e n t i r e t y ,  as law and custom ruled out 
the marketing of n on-pasteur ized  milk to  the gen era l p u b l ic .  
As such the moshav's p o t e n t ia l  c r e d i t  tr a n s a c t io n s  were in
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many r e sp ec ts  guaranteed. The e x is t e n c e  of  a da iry  
e n te r p r ise  c o n st i tu te d  a s ta b le  flow of market returns and 
current expenses throughout the year . Working c a p i t a l  
supplied  by the cr e d it  union tended to be provided to  
members in  the form of a regular f low  of advance payments. 
A dairy-based  moshav v i l l a g e ,  that was homogeneous at  the  
v i l l a g e  l e v e l  was consequently ch aracter ised  by a u n iform ity  
of c r e d it  so u r c e s ,  working c a p i ta l  requirem ents, time o f  
c r e d it  p ro v is io n  and co n d it ion s  of repayment. This  
uniform ity  l im ited  the a b i l i t y  of the c o -o p e r a t iv e  u n it  of 
the moshav to manipulate both the sources and p o s s ib le  uses  
of c r e d i t .  The enforced channeling of members' payments and 
r e c e ip t s  through the moshav c le a r in g  system and the  
s i m p l i c i t y  in  the book-keeping of members' accounts enabled  
the moshav co -o p era t iv e  to  operate as a c r e d i t  union  
extending c r e d it  to members at terms s t ip u la te d  by the  
c o -o p e r a t iv e .  These terms did not n e c e s s a r i ly  r e f l e c t  those  
determined by ex tern a l lending o r g a n is a t io n s .

The changes in the farm e n te r p r ise  composition had s im i la r ly  
a large  bearing on the degree of involvement by members in  
co -o p era t iv e  marketing. Where da iry ing  predominated, member 
p a r t ic ip a t io n  was complete in  i t s  e n t i r e t y .  Where a s in g le  
or l im ited  d is t r ib u t io n  channel e x i s t e d ,  as in the case  of  
raw milk, co -o p era t iv e  involvement was ensured and the 
moshav c o -o p era t iv e  was ch aracter ised  by a uniform array of 
s e r v i c e s .

In con trast  to  t h i s ,  c e r ta in  e n te r p r is e s  were seen to  
p ossess  a wide p o te n t ia l  for  in d iv id u a l  a c t i v i t y .  In the  
case of turkey production, both marketing and c r e d i t  
p ro v is io n  were observed to  Involve g r e a te r  a c t i v i t y ,  
e s p e c ia l ly  in  d e c is io n  making. With r e sp ec t  to  f r u i t  and 
v eg e ta b le s  marketed l o c a l l y ,  and flow ers d ir e c te d  to  e x p o r t ,  
the involvement of the moshav c o -o p era t iv e  u n it  was observed  
to  be i n s t i t u t i o n a l l y  d isp en sa b le  and a wide p o t e n t ia l  
e x is t e d  for in d iv id u a l  marketing.

Within the c r e d it  programme, the movement towards
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d i v e r s i f i c a t i o n  brought w ith  i t  in c r e a s in g  demands for 
working c a p i t a l  throughout the y ea r ,  and a subsequent 
expansion in  the a c t i v i t i e s  of the c o -o p e r a t iv e  u n i t ,  
lead ing  to  g r ea ter  com plexity  in  the f in a n c ia l  sphere of  
a c t i v i t y .  Together with the reduction  in  c r e d i t  accruing as 
a r e s u l t  o f  government a n t i - i n f l a t i o n a r y  p o l i c y ,  there was 
observed to  be a growing need to  manipulate and u t i l i s e  
funds e f f e c t i v e l y  and e f f i c i e n t l y .

The economic and f in a n c ia l  changes, were fu r th er  observed to  
have some bearing on the s o c i a l  com position  o f some of the 
moshavim. Farm s p e c i a l i s a t i o n  at the farm l e v e l  and product 
d i v e r s i f i c a t i o n  at the v i l l a g e  l e v e l  had a d ir e c t  e f f e c t  on 
the homogeneity of s o c i a l  com p osit ion . Where I n i t i a l  s o c ia l  
discord  e x i s t e d  w ith in  the moshav, changes In the e n te r p r is e  
s tr u c tu r e  r e su lte d  in  vested  I n t e r e s t  groups being formed in  
c o n f l i c t  with one another . These c o n f l i c t i n g  fa c t io n s  were 
observed as being d ir e c te d  towards t h e ir  own in d iv id u a l  s e l f  
I n t e r e s t s  and as such tended to  a f f e c t  the a l l o c a t i o n  of  
resources  and s e r v i c e s .

In part as a r e s u l t  of both the farm e n te r p r is e  changes and 
the gen era l economic c l im a te ,  i t  was shown that  members 
found i t  in c r e a s in g ly  d i f f i c u l t  to  repay debts accumulated. 
This phenomenon in  i t s e l f  in f lu e n c e d  the l e v e l  of  
c o -o p e r a t iv e  marketing and tended to  perpetuate  the v ic io u s  
c i r c l e  of  in creased  I n a b i l i t y  of  repayment. As a r e s u l t ,  
the a t t i t u d e  of members towards the normative c o -o p e r a t iv e  
p o l ic y  o f  mutual guarantees changed. An increased  demand 
fo r  grea ter  s tr in g en cy  in  c r e d i t  p r o v is io n  was r a ise d  from 
members.

Furthermore, the t r a n s i t io n  toward s p e c i a l i s a t i o n /  
d i v e r s i f i c a t i o n  was seen to  have an important e f f e c t  both 
d i r e c t l y  and i n d i r e c t l y  on the I n te r n a l  s tr u c tu r e  and 
p ro cesse s  of  the v i l l a g e  c o - o p e r a t iv e s .  A gen era l  trend was 
observed in  some of the moshav v i l l a g e s  towards a broadening 
of s tr u c tu r e  and an increased  s p e c i a l i s a t i o n  by the  
a d m in is tr a t iv e  lea d ersh ip  in  c e r t a in  areas o f  a c t i v i t y
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( c r e d i t  and m arketing). The increased  s i z e  and complexity  
of the in te r n a l  s tru ctu re  in order to provide members with a 
wider scope of s e r v i c e s ,  were seen to have an e f f e c t  on the  
a d m in is tra t ive  and overhead c o s t s  of the co -o p e r a t iv e  u n i t .

The increased demand for  s p e c ia l i s e d  knowledge r e s u l t e d ,  in  
some c a s e s ,  in  the h ir in g  of p r o fe s s io n a ls  from o u ts id e  the 
moshav. These 'ex p er ts '  were noted as p lay in g  an a c t iv e  
part in  the d e c is io n  making p ro cess ,  rather  than being  
s a t i s f i e d  with th e ir  t r a d i t io n a l  r o le  of  implementation of 
d e c is io n s  incurred by the p o l i t i c a l  s t r a t a .  Although t h i s  
phenomenon occurred, the p r in c ip a l  d e c is io n  making body 
continued to be the moshav committee. This fa c to r  in  many 
in s ta n c e s  was not in  the best  in t e r e s t  of the moshav as the  
p o l i t i c a l  echelon were not the most equipped to  take  
e f f e c t i v e  d e c is io n s  owing to th e ir  lack  of p r o fe s s io n a l  
e x p e r t i s e .

Furthermore, there was no c le a r  d iv i s io n  o f  r e s p o n s ib i l i t y  
and p r o fe s s io n a l  d u t ie s  observed amongst the a d m in is tra t iv e  
le a d e r sh ip .  This re su lted  in  a lack  of consensus both 
amongst members and the ad m in is tra t io n ,  as w e l l  as between 
the a d m in is tra t ive  personnel th em se lves .  The d iv i s io n  of 
tasks was seen to be undefined and, in  c e r ta in  in s ta n c e s ,  
in f luenced  by the personal c h a r a c t e r i s t i c s  o f  s p e c i f i c
le a d e r s .  The lack  of a d m in is tra t iv e  g u id e l in e s  further  
in f lu en ced  the s ta tu s  of  the a d m in is tr a t iv e  p erson n el.

Although the above a n a ly s is  r e fe r s  to  a general trend,
d if f e r e n c e s  were observed between s p e c i f i c  moshav v i l l a g e s .  
In some in s ta n c e s ,  there was a recorded lack  of 
correspondence between both the in te r n a l  s tr u c tu r e  o f  the 
c o -o p e r a t iv e  and the scope of s e r v ic e s  provided, as w e l l  as 
between the l a t t e r  and the l e v e l  of a d m in is tr a t iv e  c o s t s .  
In some In s ta n c e s ,  the a d m in is tra t iv e  c o s t s  were noted to be 
too high in  proportion to  the s i z e  o f  the moshav. In 
ad d it io n  to  these  in c o n g r u i t i e s ,  v a r ia t io n s  were a lso
observed regarding the scope of c o -o p e r a t iv e  s e r v ic e s
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su p p l ie d ,  the l e v e l  of involvement by members and the l e v e l  
of c o -o p e r a t iv e  a c t i v i t y .  These f a c t o r s ,  taken together and 
i n t e r a c t in g  with both the resource base of the moshav and 
the personal and s i t u a t i o n a l  c h a r a c t e r i s t i c s  of the 
a d m in is tra t iv e  le a d e r sh ip ,  r e su lte d  in  the formation of 
varied  co -o p e r a t iv e  o rg a n isa t io n a l  patterns which were seen  
to  d i f f e r  both amongst themselves and between themselves and 
the t r a d i t io n a l  normative moshav p a ttern .  The d i f f e r e n t  
moshav co -o p e r a t iv e  performance. The in t e r - r e la t io n s h ip  
between the various o r g a n isa t io n a l  components i s  s e t  out in  
Figure 2 below.

R esu lts  o f  the Changes and Problems Faced

The ex ten t  of s e v e r i t y  of problems emanating from these  
environmental changes were found to vary depending upon the 
s o c i a l  com position of s p e c i f i c  moshav v i l l a g e s .  On most of  
those moshavim, where a heterogenous s o c ia l  base was 
observed stemming from e i th e r  fam ily or e th n ic  f a c t o r s ,  
changes in  the farm e n te r p r ise  composition tended to  
aggravate the s i t u a t i o n .

S p e c ia l i s e d  farm e n te r p r is e s  such as f l o r i c u l t u r e  and turkey  
production demanded a heavy investment in  in fr a s tr u c tu r e  and 
working c a p i t a l  requirem ents . The increased demand for  
c r e d it  r e s u l te d  in  c o n f l i c t  between members. Moreover, with  
increased  s p e c i a l i s a t i o n ,  the r i s k s  of seasonal f a i lu r e  for  
farmers became g r e a te r .  This phenomenon r e su lte d  in  an 
e s c a la t io n  in  the volume of current debt owed by members, 
lead in g  to  a fu rth er  in c r e a se  in  c o n f l i c t .  As p rev io u s ly  
mentioned, a consequence of these  changes was that the  
c r i t e r i a  and o p e r a t io n a l  measures underlying the a c t i v i t i e s  
became more in c l in e d  towards s a t i s f y i n g  the s e l f  in t e r e s t s  
of the dominant group or of in d iv id u a l  members, as r e f l e c t e d  
through c r e d i t  a l l o c a t i o n ,  the p o l ic y  of  guarantees,  and the 
a l lo c a t io n  of  production quotas and overhead c o s t s .

E n terp r ise  d i v e r s i f i c a t i o n  at the v i l l a g e  l e v e l  was seen to 
broaden the range of e n te r p r is e s  operated by members. In
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some I n s ta n c e s ,  the supply of s p e c i f i c  s e r v ic e s  on ce r ta in  
moshav c o -o p e r a t iv e s  was reduced where the minimum threshold  
of operators necessary  to  make the p ro v is io n  of th ese  
s e r v ic e s  economic was not reached. Further t h i s  was seen to  
lead in  some in s ta n c e s  to  intra-moshav c o a l i t i o n s  demanding 
a wider share o f  the a lready e x i s t i n g  s e r v ic e s  at  the  
expense of weaker segments of the moshav. This movement 
away from the u n iv e r sa l  p ro v is io n  of s e r v ic e s  led  to  members 
organ is in g  s e r v ic e s  Independently of the co -o p e r a t iv e  u n i t .

An a d d it io n a l  problem, as mentioned p r e v io u s ly ,  emanating
from the above-mentioned changes, r e fe r s  to the ex te n t  to  
which produce was marketed c o -o p e r a t iv e ly .  This phenomenon 
was viewed as a v i c io u s  c i r c l e .  Debt accumulation was 
observed to take p lace  as a r e s u l t  of a number o f  fa c to r s :

a) the increased  demand for c r e d i t  by c e r ta in  farm
e n te r p r is e s  ;

b) the general economic r e c e s s io n ;

c) the sea so n a l  f a i l u r e s  in farming.

in  c e r ta in  in s t a n c e s ,  the economic and f in a n c ia l  
d i f f i c u l t i e s  lead members to  Ignore debt repayment and to  
market independently  of  the c o -o p e r a t iv e  u n i t .  In t h i s  way. 
Income tax and VAT payments were avoided. The degree of  
n o n -co -op era tive  marketing was Influenced  d i r e c t l y  by the  
farm e n te r p r is e  com position  and the subsequent range of  
p o s s ib le  marketing a l t e r n a t i v e s .

S im ila r ly  the a d m in is tr a t iv e  lead ersh ip  was unable to  
con tro l  n o n -co -o p era t iv e  a c t i v i t y .  The fu n ction  of con tro l  
over d e c is io n s  made was in  many cases  n e g le c te d .  The 
s i t u a t io n  was one where there  were seen to  be many d e c is io n  
makers, few implementing d e c is io n s  and even fewer 
c o n t r o l l in g  th e ir  Implementation.

Within the in te r n a l  s tr u c tu r e  of the moshav c o -o p e r a t iv e ,  a
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number of problems were observed. The increased  scope of 
s e r v ic e s  and a c t i v i t i e s  that r e su lted  in a corresponding  
in crea se  in  com plexity and s i z e  of  the co -o p e r a t iv e  u n it  was 
met by subsequently  high l e v e l s  of a d m in is tra t iv e  c o s t s .  
The need a r o se ,  in  the in t e r e s t  of e f f i c i e n c y ,  to balance  
the a d d i t io n a l  s t r u c tu r a l  complexity and range of s e r v ic e s  
provided with  the l e v e l  o f  overhead co st  incurred .

P r e v io u s ly  i t  was noted that moshav members are both 
consumers o f  the s e r v ic e s  provided and equal partners with  
the a d m in is tr a t iv e  le a d e r sh ip ,  p o sse s s in g  the same d e c is io n 
making r i g h t s .  As j o in t  p artn ers ,  they are required to  
p a r t i c ip a t e  in determining p o l ic y  through the democratic  
forums w ith in  the moshav, while  as consumers they are  
in f lu e n c e d  by the d e c is io n s  made. I t  was shown t h a t ,  in  
l i e u  of the above-mentioned changes, there was a tendency 
towards more d e c is io n s  being made by the p r o fe s s io n a l  
echelon  owing to  the increased  need fo r  s p e c ia l i s e d  
p r o f e s s io n a l  knowledge. As a consequence the balance  
between the two r o le s  g iven  to moshav members s h i f t e d .  The 
degree of p a r t ic ip a t io n  by members in the general assembly  
decreased on many of the moshavim. This took p lace  because 
of the apparent ir r e lev a n ce  of the i s s u e s  ra ised  and the 
i n a b i l i t y  of the m ajority  of members to vote  e f f e c t i v e l y  on 
su b je c t s  req u ir in g  p r o fe s s io n a l  e x p e r t i s e .  Hence,
in d iv id u a l  members were viewed in  general more as consumers 
than d e c i s io n  makers. In some in s t a n c e s ,  members were 
observed n e i th e r  to  in f lu e n c e  the decision-m aking p r o c e ss ,  
nor to  r e c e iv e  inform ation on d e c is io n s  made. This change 
denoted a movement away from a u n l v e r s a l i s t i c  o r ie n ta t io n  in  
d e c i s io n  making and inform ation p r o v is io n .

The growth and d i v e r s i f i c a t i o n  of the co -o p era t iv e  
o r g a n isa t io n  was seen to decrease the l e v e l  of t r u s t  between 
members and the ad m in is tra t iv e  le a d e r sh ip ,  r e s u l t in g  in  a 
s i t u a t i o n  of 'mutual su sp ic io n '  ( 1 ) .  Under such
c ircu m stan ces ,  there was a need for  the a d m in is tra t iv e  
lea d ersh ip  and in d iv id u a l  members to attempt to r e so lv e  such 
problems and to prevent co -o p era t iv e  breakdown.
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In the l i g h t  o f  the above-mentioned f a c t o r s ,  the onus lay  
with the a d m in is tr a t iv e  lead ersh ip  to m otivate and d ir e c t  
members towards co -o p era t io n  and to  help  adapt to the  
ensuing problems. There was a need fo r  re lev a n t  changes and 
innovations to  be in trod u ced . Performance could only be 
enhanced i f  the a d m in is tr a t iv e  lead ersh ip  had the a b i l i t y  to  
m o b il ise  r e s o u r c e s ,  manipulate the environment, con tro l  
d e c is io n s  made, r e s o lv e  c o n f l i c t s ,  in v o lv e  members, e t c .  
The need fo r  l e a d e r s h ip ,  e i th e r  by i t s e l f  or in  c lo se  
in te r a c t io n  w ith  members, to  formulate the co -o p e r a t iv e  
d o ctr in e  and programme in  the l i g h t  of  th ese  problems, and 
to d ir e c t  i t s  o p era t io n s  and r e la t io n s h ip s  w ith  the  
environment was r e a l i s e d .

P r a c t ic a l  Im p l ic a t io n s

The p r a c t ic a l  im p l ic a t io n s  of these  f in d in g s  are twofold:

a) the need to  i n i t i a l l y  s e t t l e  the c o -o p e r a t iv e  with  
members m otivated towards c o -o p e r a t io n ,  endowed 
with  a reasonable  l e v e l  o f  education  and 
managerial a b i l i t y  as w e l l  as being s o c i a l l y  
and/or e t h n ic a l ly  homogeneous;

b) the need to  a d ju st  the s tr u c tu r e  and p a ttern  of 
the c o -o p e r a t iv e  to the changes in  the  
environment.

F a i lu re  to  account fo r  th ese  needs i s  l i k e l y  to  r e s u l t  in  a 
low p r e d is p o s i t io n  by members towards co -o p era t io n  and a 
subsequently  low degree of p a r t ic ip a t io n  and Involvement in  
co -o p era t iv e  a c t i v i t i e s .  A heterogenous moshav v i l l a g e  both  
s o c i a l l y  and econom ica lly  i s  l i k e l y  to  lead to  group 
c o n f l i c t ,  in e q u i ta b le  d i s t r ib u t io n  of resou rces  and 
s e r v i c e s ,  and an enhanced degree of  n o n -co -o p era t iv e  
a c t i v i t y .  This p ro cess  r e s u l t s  in  a genera l  breakdown in  
the 'mutual t r u s t '  n ecessa ry  as a p r e r e q u is i t e  fo r  e f f e c t i v e  
performance.
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In those  In stan ces  were the s u c c e s s fu l  performance of the  
moshav c o -o p e r a t iv e  was m aintained, the moshav 
a d m in is tr a t iv e  lead ersh ip  was s u c c e s s fu l  in  r e s o lv in g  some 
of the above-mentioned problems. Following th ese  f in d in g s  
i t  can be concluded that performance should be monitored and 
the most c r u c ia l  areas of a c t i v i t y  which g iv e  the g r e a t e s t  
cause for concern i d e n t i f i e d .

Two s t r a t e g i e s  could be employed fo r  ta c k l in g  th ese  
problems. F i r s t l y ,  there i s  a need fo r  a more form alised  
s tr u c tu r e  c o n tr o l l in g  d e c is io n s  made, for  example, in  
co -o p e r a t iv e  marketing and debt repayment. This could be 
achieved through an accounts o f f i c e  provid ing  d e c is io n  
makers with u p -to -d a te  inform ation needed to enable them to  
plan and contro l the economic sphere of  a c t i v i t y .  In t h i s  
way, rapid deployment of  data could be made a v a i l a b l e .  
Secondly, the ad m in is tra t iv e  leadersh ip  needs to  m otivate  
members towards the moshav p r in c ip le s  of  c o -o p e r a t iv e  
s e r v i c e s ,  mutual guarantees and u n iv ersa l  a l l o c a t i o n  of  
r eso u rces .  This could be achieved through the le a d e r sh ip ,  
ensuring that there i s  increased p a r t ic ip a t io n  o f  members in  
the decis ion-m aking  p r o c e ss .  Such increased p a r t i c ip a t io n  
i s  l i k e l y  to be achieved through the p ro v is io n  o f p e r t in e n t  
inform ation to  members from the a d m in is tra t iv e  u n i t .  This 
i s  o f  p a r t ic u la r  importance where the d e c is io n s  are taken by 
the p r o fe s s io n a l  echelons and are s p e c ia l i s e d  and t e c h n ic a l .  
In such cases  members should be provided with an e f f e c t i v e  
feedback on d e c is io n s  made.
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FARMERS' CO-OPERATIVES AND FARMERS' UNIONS -  A UNIQUE MERGER
IN SWEDEN *

by Jacob Bjarsdal **

In 1970 a merger took p lace  between the apex o rg a n isa t io n  of 
the Swedish a g r ic u l t u r a l  c o -o p e r a t iv e s ,  Sveriges  
Lantbruksforbund, SL, and the n a t io n a l  farm ers’ union of 
Sweden, Riksforbundet Landsbygdens Folk, RLF (N ational Union 
of Country P e o p le ) .  This merger i s  in t e r n a t io n a l ly  unique,  
or a t  l e a s t  i t  was so at the time i t  happened. The 
in t e n t io n  o f the book summarised here i s  to  d escr ib e  and 
an a ly se  the underly ing  fa c to r s  for  t h i s  u n i f i c a t i o n  of two 
d i f f e r e n t  types of  farmers' o r g a n isa t io n s  and to  look for  
the r e s u l t s  a f t e r  f i f t e e n  years of  the new o rg a n isa t io n ,  
Lantbrukarnas Riksforbund, LRF (The Federation of Swedish 
Farm ers)•

Development and Tendencies Towards C o llab oration  Before the  
1960s

The Swedish a g r ic u l tu r a l  c o -o p e r a t iv e s  that had developed  
from the 1880s onwards did not form any genera l apex 
o r g a n is a t io n  for  the f i r s t  f i f t y  years of th e ir  e x i s t e n c e .  
I t  i s  true  th a t  the supply and gra in  marketing s o c i e t i e s  had 
formed a n a t io n a l  o r g a n is a t io n ,  Svenska Lantmannens 
R iksforbund, SLR (N ation a l Union of Swedish Yeomen) in  1905. 
but the o th er  c o -o p e r a t iv e s ,  which were predominantly dairy  
s o c i e t i e s ,  d id  not j o in  t h i s  union and did not otherw ise  
co -o p e r a te  at  the n a t io n a l ,  nor much a t  the reg io n a l  l e v e l .

* This a r t i c l e  i s  a summary of c e r ta in  parts  o f  a book
p u b lish ed  in  1986 ( 1 ) .

** Formerly of The Federation of Swedish Farmers.
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The in c e n t iv e  for the farmers' c o -o p e r a t iv e s  to  come 
together  on a n a t io n a l  l e v e l  came from o u ts id e  the  
c o -o p era t iv e  movement i t s e l f .  S ince  1917 there  had e x is t e d  
a n a t io n a l  o r g a n isa t io n ,  S ver iges  Allmanna
L antbrukssa llsk ap , SAL, (The Swedish General A g r icu ltu ra l  
S o c ie t y ) .  I t  was formed by the county a g r ic u l tu r a l  
s o c i e t i e s  and a lso  had some in d iv id u a l  members, mostly big  
landowners.

The in te n t io n  of SAL was to  try  to  represent the whole 
a g r ic u l tu r a l  community. For that reason, in  1928, at the  
su g g es t io n  of the newly appointed manager of SAL, Ludvig 
Nanneson, SAL decided to  i n v i t e  a l l  the farmers' 
c o -o p e r a t iv e  s o c i e t i e s  to  become members. SAL would thereby  
be able  to further both the genera l i n t e r e s t s  of the farmers 
and the development of a g r ic u l tu r a l  c o -o p e r a t iv e s .  The plan  
worked out w e l l ,  and w ith in  ten years most Swedish farmers 
were members of a number of c o -o p e r a t iv e s  which, a l s o  in  
l i n e  with Nanneson's p la n s ,  were united  commodity-wise at 
n a tio n a l  l e v e l  and were a l l  members of SAL. In 1939 the  
organ isa t io n  changed i t s  name to  S ver iges  Lantbruksforbund, 
SL (The Swedish A g r icu ltu ra l Union).

At the same time as t h i s  farmers' a s s o c ia t io n ,  of both a 
general and co -o p era t iv e  nature , developed, a farmers' union  
movement a l s o  s ta r te d ,  no doubt mainly caused by the  
a g r ic u l tu r a l  c r i s i s  around 1930. Some lo c a l  unions were 
formed in  1928, and in  1929 the n a t io n a l  un ion ,  
Riksforbundet Landsbygdens Folk , RLF, was e s t a b l i s h e d .  
During i t s  f i r s t  three  years the a t t i t u d e  of the Union 
towards the farmers' c o -o p e r a t iv e s  was ambiguous. In 1932, 
however, RLF decided to  promote and support the  
co -o p e r a t iv e s  and so became an important to o l  for  the rapid  
development that took p lace  during the 1930s. The Union 
i t s e l f  in  the same period grew to  become an accepted member 
of the group of Swedish popular movements ( 2 ) .

From 1940 onwards both the co -o p era t iv e -b a sed  SL and the  
farmers' union RLF were in v i t e d  by the government to
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p a r t i c ip a t e  in  n e g o t ia t io n s  about a g r ic u l tu r a l  p r ic e s .  
Based more or l e s s  com pletely  on the same membership, the 
two o r g a n isa t io n s  grew in s i z e  and s tren g th  up to the 1960s. 
Most farmers had by then jo in ed  s e v e r a l  co -op era t ive  
s o c i e t i e s ,  and th e ir  market shares were between 50 and 95 
percent for  d i f f e r e n t  commodities. Through a s e r i e s  of  
fu s io n s  the s o c i e t i e s  had grown in to  e f f e c t i v e  e n te r p r is e s .  
The farmers' un ion , RLF, had had fo r  a long time over 80 
percent of the farmers as members. I t  was not su rp r is in g  
then that  many of the le a d e r s ,  as w e l l  as ordinary members, 
were beginning  to  ask i f  there was r e a l l y  a need for two 
o r g a n is a t io n s  to  look a f t e r  th e ir  i n t e r e s t s  at top l e v e l .

The Merger and the New Federation

At the end of the 1960s, in v e s t ig a t io n s  were made in to  ways 
of avo id in g  the d isadvantages o f  having two main 
o r g a n is a t io n s  with a number of s im ila r  fu n c t io n s .  One idea  
brought forward was to amalgamate the two n a t io n a l  
a s s o c i a t i o n s ,  in order to  acquire the s tr e n g th  to n e g o t ia te  
p r ic e s  w ith  the Government. Another su g g es t io n  was that the  
r e g io n a l  and lo c a l  l e v e l s  of the r e s p e c t iv e  o rg a n isa t io n s  
should work very c l o s e l y  to g e th e r .  Another a l t e r n a t iv e  was 
the o p p o s i t e ,  i . e .  to  more c le a r ly  d e f in e  and separate  the 
ta sk s  and r e s p o n s i b i l i t i e s  of the two a s s o c i a t i o n s ,  lea v in g  
p r ic e  n e g o t ia t io n s  and pressure group a c t i v i t i e s  to the  
farmers' union and making SL a purely  c o -o p e r a t iv e  apex 
o r g a n is a t io n .

A fter  many d is c u s s io n s  a s p e c ia l  commission presented a 
compromise, which in  the end was agreed upon. I t  included  a 
f u l l  merger a t  the top l e v e l  between the  c o -o p e r a t iv e  SL and 
the farmers' union RLF, forming the new LRF (The Federation  
o f  Swedish Farmers). I t s  annual meeting should have h a lf  of 
i t s  d e le g a te s  from the union s id e  and h a l f  from the  
c o -o p e r a t iv e  s i d e .  The lo c a l  and reg io n a l  l e v e l s  of the  
farmers' union should be maintained as b e fo r e .  The 
c o -o p e r a t iv e  s o c i e t i e s ,  a f t e r  fu s io n s  now mostly on a 
r eg io n a l  l e v e l ,  should nominate two f i f t h s  of the committee
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members in each of the 26 r e g io n a l  farm ers' u n io n s ,  and the 
f i v e  b ig  nationwide c o -o p e r a t iv e  a s s o c ia t io n s  should each 
nominate one member of the n a t io n a l  board of the new 
f e d e r a t io n ,  LRF.

What was then the rea l  content o f  t h i s  merger, that took 
e f f e c t  from the beginning of 1971? The new n a t io n a l  
o rg a n isa t io n  of Swedish farmers' unions and c o -o p e r a t iv e s  
had a j o i n t  genera l  meeting of 300 t o  400 d e l e g a t e s ,  a j o i n t  
board of 24 members, a j o in t  s e c r e t a r i a t  and a j o in t  member 
magazine. But the a c t i v i t i e s  in  the f i e l d ,  i . e .  the 100 
c o -o p e r a t iv e  s o c i e t i e s ,  the 800 union groups and 26 reg io n a l  
boards were not e f f e c te d ;  they worked as b e fo r e .

One reason from the union s id e  fo r  the merger was the 
d i f f i c u l t y  in  f in an c in g  the a d m in is tr a t io n  and the c o s t ly  
research  work needed for p r ic e  n e g o t ia t io n s  and s im ila r  
op erations  w ith  only members' f e e s .  The new fe d e r a t io n  was 
financed by over h a lf  the c o -o p e r a t iv e  s o c i e t i e s ,  where 
c o n tr ib u t io n s ,  f a i r l y  modest in  r e l a t i o n  to  tu rn overs ,  could  
be more e a s i l y  agreed upon. Another Important r e s u l t  o f  the 
merger was the new j o i n t  weekly magazine "Land", which 
became a great  j o u r n a l i s t i c  su ccess  and was a l s o  read widely  
o u ts id e  the farming community.

An important p r in c ip a l  q u e s t io n  was th a t  of  "double 
membership", i . e .  whether a member of one o rg a n isa t io n  
should a ls o  be a member of the o th e r .  For co -o p e r a t iv e  
members the q u est ion  was never even d is c u s s e d ;  they were 
u s u a l ly  members of LRF, as they were o f  the o ld  RLF, but 
they were not requested to  b e . The o th er  way around was the  
c r u c ia l  q u est ion :  should each member o f  a Union group of LRF 
be ob lig ed  to belong to the c o - o p e r a t iv e s  in  h is  area?

Formally t h i s  q u est ion  had been a lread y  so lved  in  the old  
farmers' union RLF, which, in  l i n e  w ith  i t s  declared  
p o s i t io n  concerning farmers' c o - o p e r a t iv e s ,  had a c lau se  
(No. 57) req u est in g  every member "to j o i n  a l l  the  
c o -o p e r a t iv e  s o c i e t i e s  that  h is  production  g iv e s  reason to" .
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This c lau se  was passed on in  the bylaws of the new LRF 
without changes -  i t  was even more natura l  now a f t e r  the 
merger. The c la u se  had, q u ite  n a t u r a l ly ,  never been 
observed a hundred p e r c e n t ,  but i t  had been important as a 
ru le  of conduct. How i t  has been d iscu ssed  and how far  
obeyed w ith in  LRF w i l l  be fu r th er  analysed here.

The LRF-model in  Operation

The new Federation  in  many re sp e c ts  got a f l y in g  s t a r t  in  
the beginning of the 1970s. I t s  f i r s t  n e g o t ia t io n s  with the 
government about a g r ic u l t u r a l  p r ic e s  were s u c c e s s f u l .  The 
r i s in g  p r ic e  l e v e l  fo r  gra in  on the in te r n a t io n a l  market 
made the export of  farm products v a lu a b le .  Farmers and 
a g r ic u ltu r e  as a whole got a b e t t e r  standing  in  pub lic  
op in ion . A l l  t h i s  was to  some ex te n t  cred ited  to the new 
Federation and made i t s  work e a s i e r  than i t  otherw ise  would 
have been.

The new j o i n t  board and the j o i n t  s e c r e t a r i a t ,  a f t e r  some 
d i f f i c u l t i e s  a t  the s t a r t ,  began to fu n ction  w e l l .  The 
annual meetings of the F ederation  LRF were arranged in the
same manner as the farm ers' union RLF had held them before;
i . e .  as a combination of annual meeting and congress with  
motions from the county u n io n s ,  l a s t i n g  two or three  days 
and c i r c u la t in g  among the r e g io n s .  This was new to  the 
r e p r e se n ta t iv e s  and le a d e r s  of  the c o -o p era t iv e  s o c i e t i e s  
and brought them in to  a more d ir e c t  contact  with the members 
than b e fo r e .

At the s o c i e t y  and Union group l e v e l ,  however, the s i t u a t io n  
did not change very  much. Even i f  the members were very  
nearly  the same, they did n o t ,  during the f i r s t  decade,  
develop that s o r t  o f  I n t e r r e la t io n  that might have been
natural because of  the merger. A s p e c ia l  report on working
r e la t io n s  between the two branches o f  the Federation ended 
only in  some vague recommendations. One reason may have 
been that  the c o -o p e r a t iv e  s o c i e t i e s  a t  that time were 
s u c c e s s fu l  enough to  do w ithout any s p e c ia l  support from the 
Union s id e .
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During the 1980's  the s i t u a t io n  has g rad u a lly  been changing. 
The a u th o r 's  con tact  with l o c a l  groups has g iven  c le a r  
ev idence  that hardening com petit ion  from p r iv a te  business  
e n te r p r is e  i s  eroding the f e e l i n g  of s o l i d a r i t y ,  and lo y a l t y  
to  the c o -o p e r a t iv e  i s  subsequently in danger. The lo y a l t y  
to  LRF as a farmers' union i s  u s u a l ly  stron ger  than lo y a l t y  
to  the c o -o p e r a t iv e  s o c i e t y .  The c la u se  about double
membership then becomes j u s t  a p ie c e  of  paper.

In th a t  s i t u a t i o n ,  the value  of  Union support has become 
ob v io u s .  The U n ion-co-operative  r e la t io n s  a t  l o c a l  and 
r e g io n a l  l e v e l  are beginning to be v i t a l i s e d .  There has in  
la t e r  years  been much t a lk  about Union and s o c i e t i e s  
"working to g eth er" .  The matter has come to the fore  in the 
f i e l d s  o f  inform ation and ed u ca t io n .  Leaders as w e l l  as 
members o f  s o c i e t i e s  r e a l i s e  th a t  both e f f i c i e n t  
c o -o p e r a t iv e  e n te r p r is e s  and committed members are necessary  
p reco n d it io n s  for  s u c c e s s .  For the c o -o p e r a t iv e  member 
commitment nothing could be b e t te r  than the support from the  
farmers' union s id e  of the Federation at a l l  l e v e l s .

There are p len ty  of examples from the f i e l d  that the merger 
in  t h i s  way i s  beginning to  work, at  the lo c a l  l e v e l  and, 
s t i l l  more, at the reg ion a l l e v e l .  I t  never can, nor should  
i t  be th a t  c o -o p e r a t iv e  s o c i e t i e s  and the Union branches 
become one o r g a n is a t io n .  The s o c i e t i e s  have to remain as 
independent b u s in ess  e n t e r p r i s e s ,  governed by j u s t  th e ir  
members. The Union on i t s  s i d e ,  has to  s ta y  as an 
independent o r g a n isa t io n  for a l l  c a te g o r ie s  of  farmers. But 
the two can support each other enormously: the Union using  
the c o -o p e r a t iv e s  as the main to o l  fo r  ach iev in g  the best  
economic r e s u l t  for  i t s  members, and the c o -o p e r a t iv e s  using  
the Union as t h e ir  b es t  promoter and su p p orter . In the  
Swedish s i t u a t i o n  t h i s  was considered to  be carr ied  out most 
e f f e c t i v e l y  by the two o r g a n isa t io n s  j o in in g  hands at the  
top and working togeth er  at lower l e v e l s .  Experience w i l l  
show how c lo s e  and how f a r .  The ga in in g  of that exper ience  
i s  what i s  happening.
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Already mentioned i s  the f i r s t  example of "working together"
i . e .  c o -o p e r a t iv e  s o c i e t i e s  in  a d i s t r i c t ,  according to  the  
new r u le s ,  having to nominate at  l e a s t  2 /5  of  the board 
members in  each of the 26 d i s t r i c t  farm un ions. This i s  
working everywhere, even i f  i t  i s  in c r e a s in g ly  d i f f i c u l t  to  
organise  because of the geograph ica l in c o n g r u i t ie s  between 
the areas of the s o c i e t i e s  and the d i s t r i c t  un ions. I t  I s ,  
furthermore, now su ggested  that the r ig h t  to  nominate board 
members should be made r e c ip r o c a l ,  so that  the d i s t r i c t  
unions can a ls o  nominate or co-opt  board members from the  
c o -o p e r a t iv e  s o c i e t i e s .  (This idea was d iscu ssed  in
conjunction  with the merger, but was turned down).

In some a r e a s ,  the s o c i e t i e s  work q u ite  c l o s e l y  w ith  the  
unions, using  them as a forum for contact and in form ation .  
The need fo r  a c lo s e r  co -o p era t io n  in  t h i s  resp ect  i s ,  
however, the most common of a l l  wishes put forward by study  
groups and i n d iv id u a l s .  The c o n v ic t io n  seems to  be
spreading among members that the farmers' c o -o p e r a t iv e s  on 
a l l  l e v e l s  could ga in  s t i l l  more by using  the Union as a 
supporting f o r c e .  On the other  hand, there are some lead ers  
who s t i l l  r e f r a in  from too much contact with "the Union
s id e " ,  supposing that I t  w i l l  d im inish  th e ir  Independence. 
During the l a s t  two years  the Chairman and the General 
Manager o f LRF have on se v e r a l  occas ion s  warned co -o p e r a t iv e  
lead ers  not to  th ink  In t h i s  way.

Can the Model Last?

The dominating im pression  from the I n v e s t ig a t io n  
of member op in ion  i s  t h a t ,  in  s p i t e  o f  some s t r a i n ,  the
"marriage" between the two o rg a n isa t io n s  w i l l  hold for  the
fo r e se e a b le  fu tu r e ,  provided that c e r ta in  c o n d it io n s  are  
f u l f i l l e d .  These are:

that the  "member b e n e f i t" ,  derived from the
combined e f f o r t s  by the co -o p e r a t iv e  e n te r p r is e s  
and the union work, could be more c le a r ly  d ef in ed ;
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that the s p e c ia l  advantages co -o p e r a t iv e  s o c i e t i e s  
have over t h e i r  p r iv a te  com p etitors ,  most 
Im portantly that  o f  the commitment o f  th e ir  
members/customers, could be b e t te r  u t i l i s e d  
In stead  of the c o -o p e r a t iv e s  try in g  In vain  to  
Im ita te  a l l  the fe a tu r e s  of p r iv a te  b u s in e s s .  
While so engaging t h e ir  members, the s o c i e t i e s  
could take advantage of the fa c t  that they have a 
stron g  union as a supporting fo rce  behind them.

that  the r o le  and a u th o r ity  of  LRF as the gu id ing  
apex o r g a n isa t io n  i s  g e n e r a l ly  accepted by a l l  
c o -o p e r a t iv e  s o c i e t i e s  and t h e ir  managing bodies;

th a t  the id eo lo g y  o f  the combined force  of Union 
and c o - o p e r a t iv e s ,  the "LRF-model", i s  thoroughly  
d iscu ssed  on the broadest p o s s ib le  l e v e l ,  and then  
formulated in  c le a r  wording as a g u id e l in e  for  the
fu tu re  -  a l l  the more needed, s in ce  there are no
in te r n a t io n a l  p a ttern s  to  fo l lo w  in  t h i s  f i e l d ,  
where the Swedish farmers are alone in the "front  
l in e " .

Some T h e o r e t ic a l  D e f in i t io n s

S ince  both the idea and the p r a c t i c a l  im p lic a t io n  of a 
s y n th e s i s  of  farmers' unions and farmers' c o -o p e r a t iv e s  are  
new and so far  in t e r n a t io n a l ly  unique, i t  Is  of i n t e r e s t  to 
t r y  and form ulate and develop a theory fo r  what i s  
occu rr in g ,  even i f  i t  cannot be a complete one.

F i r s t  I t  could be noted that  the rapprochement introduced  
here between a movement of  a trade union type and a
fe d e r a t io n  o f  co -o p e r a t iv e  e n te r p r i s e s  i s  In some r e sp e c ts  a 
p a r a l l e l  to  other forms of c o l la b o r a t io n  between separate  
fo r c e s  in  s o c i e t y .  One example i s  the c lo s e  co -op erat ion  in  
many c o u n tr ie s  between trade unions and a s o c i a l i s t i c
p o l i t i c a l  p a r ty .  Here, two o r g a n isa t io n s  I n t e r r e la t e  and 
work to g e th er  in  order to  provide s tr e n g th  a g a in st  common
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a d v e r s a r ie s .  However, In both ca ses  there can be 
com plications w ith  the double membership, at l e a s t  in  
Sweden.

Secondly , the c o -o p e r a t iv e  s o c i e t y / e n t e r p r i s e  i s  
c h a ra c ter ised  by having two l i n e s  of connection  with i t s  
members, which are at the same time i t s  owners and i t s  
custom ers. There i s  an " o rg a n isa t io n a l  connection" between 
the s o c i e t y  and i t s  members/owners, and there  i s  a 
" fu n ction a l connection" between the c o -o p e r a t iv e  e n te r p r is e  
and i t s  c u s to m e r s /su p p lie r s  ( 3 ) .

The f i r s t  type of connection  i s  t y p ic a l  and s p e c i f i c  for a 
c o -o p e r a t iv e .  A p reco n d it io n  for  i t s  fu n c t io n in g  w e l l  i s  
that  there  i s  a c e r t a in  degree o f  s o c i a l  u n i ty  and 
s o l i d a r i t y  among the members. Without such u n ity  the 
r e la t io n  d e t e r io r a t e s  to  a pure b u s in ess  r e l a t i o n .  In such 
a c a se ,  the c o -o p e r a t iv e  s o c i e t y / e n t e r p r i s e  lo s e s  most of 
i t s  s p e c i f i c  advantages and w i l l  have d i f f i c u l t i e s  In 
competing with p r iv a te  b u s in e s s .

One of the ways to preserve t h i s  necessary  s o c i a l  u n ity  and 
s o l i d a r i t y  i s  to  see  to  i t  that  the s o c i e t i e s  do not grow so  
big  that the members cannot maintain a d ir e c t  In fluence  
upon the work of the s o c i e t y .  The French c o -o p e r a t iv e  
philosopher  Georges Lasserre  says in t h i s  connection  that i t  
i s  important in  a c o -o p e r a t iv e  o r g a n isa t io n a l  system that  
there  i s  at the b ase , among the in d iv id u a l  members, always 
"a zone of d ir e c t  democracy, which can be a forum fo r  r e a l  
d ec is io n s"  (A).

In the b ig  c o -o p e r a t iv e  s o c i e t i e s  o f  today i t  i s  seldom 
p o s s ib le  to  maintain such a zone of d ir e c t  democracy. The 
Swedish exper ience  i s  now that the new in tim ate  r e la t io n  
between the farmers' c o -o p e r a t iv e s  and the farm ers’ union  
movement can to  some ex te n t  become a s u b s t i t u t e  for  d ir e c t  
c o -o p e r a t iv e  democracy. In the farm ers’ union with  I t s  many 
small u n i t s  (1 ,6 0 0  l o c a l  groups) q u est io n s  and problems 
concerning c o -o p e r a t iv e s  can be d is c u s s e d ,  and in  many
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cases  a l s o  I n i t i a t i v e s  can be taken on how to s o lv e  them. 
In that way the lo y a l t y  and s o l i d a r i t y  w ith in  the 
c o -o p era t iv e  movement has been made a farmers' union m atter.  
Both of the two l i n e s  of o r g a n isa t io n ,  and thereby th e ir  
members, have gained by t h i s .

Why in  Sweden? In te r n a t io n a l  Comparisons

Since farmers of  many countr ies  have developed both farmers' 
co -o p e r a t iv e s  and farmers' un ions, i t  i s  a re le v a n t  q u est ion  
to  ask why Sweden should be the o n ly ,  or at  l e a s t  the f i r s t ,  
country to in te g r a te  the two movements in  the way that has 
been described  here. In order to  answer that  q u est ion  one 
ought f i r s t  to take a short look at the s i t u a t i o n  in  some 
other c o u n tr ie s .

Among i t s  Scandinavian neighbours, Denmark and Norway are of 
s p e c ia l  i n t e r e s t .  In Denmark " andelsrore lsen"  (th e  farmers' 
c o -o p e r a t iv e s )  have a long t r a d i t io n  and are near ly  as 
dominant as the Swedish ones.  "Landbo- and
husmandsforeninger" are s im ila r  to  farmers' unions and have 
for long worked together  with the c o -o p e r a t iv e s  in  the 
"Landbrugsraadet" (The A g r icu ltu ra l  C o u n c il) .  This common 
o rg a n isa t io n  i s  important, but i s  in  no way an in teg ra ted  
body as i s  the Swedish LRF, s in c e  Danish a g r ic u l tu r a l  
production i s  mostly for  exp ort .  Nor i s  there  the same need 
as in  Sweden of having a united  fo r c e  fo r  r e la t io n s  with the  
s t a t e .

In Norway the s i t u a t io n  i s  more s im i la r  to  the Swedish one 
than in  any other country. The farmers' union , "Norges 
Bondelag" has a long tr a d i t io n  and a powerful p o s i t io n  in  
s o c i e t y .  The farmers' c o -o p e r a t iv e s  dominate in  most of the  
commodities. To some ex ten t  in sp ir e d  by the Swedish 
example, the two o rg a n isa t io n s  have fo r  a long time been 
planning for  a c lo s e r  c o -o p e r a t io n .  The s i t u a t i o n  i s ,  
however, complicated by the f a c t  that  there  i s  a l s o  a 
s p e c ia l  union of a g r ic u ltu r a l  sm a l lh o ld e r s .  Since 1980 a 
halfway merger has fu n ction ed , in  th a t  the c o -o p e r a t iv e  apex
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o rg a n isa t io n  operates  from the  prem ises of  Norges Bondelag, 
but w ith a sep ara te  govern ing  board; however the  
sm allh o ld ers  are not included  in  part of  t h i s  agreement.

In s e v e r a l  other  European c o u n tr ie s  both farm ers’ unions and 
farmers' c o -o p e r a t iv e s  o p e r a te ,  but there  i s  hardly any 
country where both th ese  o r g a n is a t io n s  have near ly  a l l  
farmers as members. In England and Scotland the farmers' 
unions are powerful and have a h igh degree o f  support, but 
the c o -o p e r a t iv e s  cover o n ly  a sm all percentage of  
a g r ic u l t u r a l  production  and su p p ly .  In many of the 
c o n t in e n ta l  c o u n tr ie s  the s i t u a t i o n  i s  com plicated by the 
e x i s t e n c e  o f  many competing o r g a n is a t io n s  on both the union 
and the c o -o p e r a t iv e  s i d e .  This makes the p o s s i b i l i t y  of  
u n i t y ,  or even of  a near c o l la b o r a t io n  between the two, 
q u ite  a remote id e a .

Only in  two c o n t in e n ta l  c o u n tr ie s  have farmers' unions and 
farmers' c o -o p e r a t iv e s  e s t a b l i s h e d  a co -o p era t io n  in  some 
r e sp ec t  comparable to  the Swedish or Danish one. In the  
Flemish part of  Belgium the "Boerenbond" (Farmers' Union) 
has for  a long time been a combination of  a farmers' union  
and a c o -o p e r a t iv e  apex body. The d i f f e r e n c e  from the  
Scandinavian c o u n tr ie s  i s  however that  as a c o -o p e r a t iv e ,  
Boerenbond has on ly  about 20 percent  of the turnover of  
a g r ic u l t u r a l  production  and su p p ly .  N e v e r th e le s s ,
Boerenbond i s  a s tro n g  o r g a n is a t io n ,  e s p e c i a l l y  on the  
p o l i t i c a l  and s o c i a l  s id e  ( 5 ) .

In the Netherlands the farm ers' c o -o p e r a t iv e s  are strong  and 
d i v e r s i f i e d  and have n a t io n a l  commodity o r g a n is a t io n s ,  they  
form the "Nationale C ooperative  Raad" (N ationa l C o-operative  
C ou n cil) ,  where they work to g e th e r  w ith  the three  n a t io n a l  
farmers' unions (C a th o l ic  and P r o t e s t a n t ) .  This arrangement 
has s i m i l a r i t i e s  w ith  the  Danish one, having a broad 
r e p r e se n ta t io n  w ithout being in te g r a te d .

With t h i s  background i t  may be p o s s ib l e  to  answer the  
qu est ion :  Why Sweden and no o th er  country? I t  seems to be
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because Sweden I s ,  so fa r ,  the on ly  country where both the 
farmers' union and the farmers' c o -o p e r a t iv e s  have the  
overwhelming m ajority  of the farmers as members/customers, 
and where both s id e s  were kept tog e th er  in  one s in g le  apex  
o r g a n is a t io n .  In a d d it io n ,  the s i t u a t i o n  in Sweden i s  
c h a ra c ter ised  by farmers producing p r a c t i c a l l y  only for  the  
home market.

Only Norway had a very s im ila r  s i t u a t i o n ,  and that country  
has a ls o  come very c lo s e  to  the same so r t  o f  merger as in  
Sweden. Flemish Belgium has t r i e d  the in te g r a te d  type of a 
farmers' o r g a n isa t io n ,  but cannot succeed e n t i r e l y ,  because  
of weaker co -o p e r a t iv e s  and because o f  cover ing  only  part of 
the country.

In the s i t u a t io n  the Swedish farmers experienced around 
1970, everyth ing  pointed towards a u n ity  of  the farmers' 
union and farmers' c o - o p e r a t iv e s .  There were lead ers  
fo r e s ig h te d  and c le v e r  enough to  understand what the  
s i t u a t io n  demanded, and there was a membership o f farmers,  
enlightened  and w ell- in form ed enough to accept the plans and 
carry them through.

The f i r s t  ten years of the in teg ra ted  o r g a n isa t io n  LRF were 
a great s u c c e s s .  A g r icu ltu ra l  p r ic e s  were favou rab le ,  the 
n e g o t ia t io n s  with the s t a t e  were s u c c e s s f u l ,  the new 
farmers' magazine Land was a s u c c e s s .  LRF became popular 
among the members and respected  by other  fo rces  in  s o c i e t y .

The ensuing f i v e  years produced some s t r a in :  the economic
s i t u a t io n  for  the farmers being d i f f i c u l t  and the demands on 
LRF growing. The s o l i d a r i t y  among c o -o p e r a t iv e  members 
began to  waver. But the f i n a l  co n c lu s io n  i s  that  the  
LRF-model has been strong up t i l l  now, and that i t  w i l l  l a s t  
for the near fu tu r e .  The problem o f  the lack  of s o l i d a r i t y  
that some co -o p e r a t iv e s  are ex p er ien c in g  i s  not caused by 
the merger: on the contrary , i t  can be met and counteracted  
in  a much b e t te r  way with the farmers' union fo rces  in  the 
in teg ra ted  o rg a n isa t io n .  Future development w i l l  show i f  
t h i s  conclusion  i s  c o r r e c t .
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WORKERS’ CO-OPERATIVES -  WHEN ARE THEY APPROPRIATE? 

by Malcolm Harper *

Workers' c o -o p e r a t iv e s  have a poor tra ck  record and although  
no d ir e c t  comparison of th e ir  su c c e s s  ra te  with that of 
other types of  en te r p r ise  has a c t u a l ly  been undertaken (and 
indeed t h i s  would be a very d i f f i c u l t  th ing  to do) i t  i s  
f a i r l y  c le a r  to  anyone working in  t h i s  f i e l d  that in  s p i t e  
of la v i s h  and expensive support, many i f  not most workers' 
c o -o p e r a t iv e s  f a l l ,  and many more on ly  surv ive  because of 
continuous and g en era l ly  uneconomic a s s i s t a n c e .  Those who 
support t h i s  form of e n te r p r ise  g e n e r a l ly  produce the 
Mondragon exper ience  in  support o f  t h e ir  arguments. The 
frequent use of t h i s  example i s  in  some sense  an admission  
of the high rate  of f a i l u r e ,  s in c e  so much i s  made of t h i s  
one i s o l a t e d  s u c c e s s .  I f  a proponent of  t r a d i t io n a l  
c a p i t a l i s t  e n te r p r is e  could only r e f e r  to one medium-sized 
d i v e r s i f i e d  corporation  in  northern Spain, or even to one 
very la rg e  m u lt i -n a t io n a l  company as ev id en ce , th is  case  
would be considered very weak indeed.

This a r t i c l e  attempts to examine the reasons for the poor 
record , b u i ld in g  on the g e n e r a l is e d  con c lu s ion s  of  F.A. 
Ryan's a r t i c l e  in  the 1985 Year Book of A g r icu ltu ra l  
C o -o p era t io n , and in  p a r t ic u la r  i t  p o se s ,  and su ggests  
answers, to  th ese  fundamental q u e s t io n s :

Are th ere  some fundamental a sp e c ts  o f  workers' 
c o -o p e r a t iv e s  which make them more l i k e l y  to f a i l  than 
in d iv id u a l  e n te r p r is e s ,  even g iv en  the same con d it ion s  
of  economic, s o c ia l  and personal underdevelopment as 
o u t l in e d  by Ryan?

* C ran fie ld  School o f  Management, Bedford.
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Are there some co n d it io n s  under which workers' 
c o -o p e r a t iv e s  are more l i k e l y  to succeed , which may be 
of some p r a c t ic a l  use when a d v is in g  or a s s i s t i n g  people  
who may wish to  engage in  t h i s  type o f  en terp r ise?

I t  i s  p a r t i c u la r ly  important to  tr y  to  improve the  
e f f e c t i v e n e s s  o f  workers' c o - o p e r a t iv e s ,  because there  i s
l i t t l e  doubt that  when they do fu n c t io n  as t h e ir  members
in tend , they can represent a h ig h ly  d e s ir a b le  form of
o r g a n is a t io n ,  with which one could not q u a r r e l .  F a i lu r e s
which a r i s e  from m is -d ir e c te d  attem pts to  promote 
c o -o p e r a t iv e  e n te r p r is e  may not only  waste the resources  of  
members and of the promotion agency, but they a l s o  d i s c r e d i t  
the whole concept of  workers' c o - o p e r a t iv e s ,  so that  they  
are not attempted in  c o n d it io n s  where they could su cceed .

The O b lec t lv es  o f  Worker C o-operative  Promotions

Anyone who i s  attem pting  to promote or a s s i s t  any type of 
en te r p r ise  -  a g r ic u l t u r a l  or s e r v i c e ,  c o -o p e r a t iv e ,  
corp orate ,  or in d iv id u a l  -  must f i r s t  of a l l  be c le a r  as to  
h is  o b j e c t i v e s .  The purpose may be to cr e a te  wealth  in  
g e n e r a l ,  to  develop a c e r ta in  number of employment 
o p p o r tu n it ie s  or to  cre a te  a c e r ta in  form of s o c i e t y .  Many 
e n te r p r ise  promotion a g en c ies  have a mix of these  
o b j e c t iv e s ,  as w e l l  as o th e r s ,  such as in c r e a s in g  e x p o r ts ,  
rep la c in g  Imports or in c r e a s in g  economic p a r t i c ip a t io n  of 
c e r ta in  disadvantaged groups. A ll  th ese  o b j e c t iv e s  are  
l e g i t im a t e ,  but i t  must be recogn ised  that there  may be 
" tra d e -o ffs"  Involved; there  are fo r  example programmes to  
promote self-em ploym ent among d isa b led  people  in  the Sudan, 
Tanzania, Zambia and many other c o u n tr ie s ;  i t  i s  u s u a l ly  
more d i f f i c u l t  to  c r e a te  jobs  fo r  th e se  people  than for  
o th e r s ,  but the ex tra  c o s t  i s  recogn ised  in the o r ig in a l  
programme d es ig n .

Mixed o b j e c t iv e s ,  however, may be more dangerous when they  
have I d e o lo g ic a l  Im p l ic a t io n s :  i f  a p a r t ic u la r  form of
e n te r p r ise  i s  encouraged, or even Imposed, because an
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ex tern a l  agent p la c e s  a far  higher value  on wealth created  
in  one p a r t ic u la r  way rather  than another, he must be very 
sure that  h i s  views are c o n s i s t e n t  w ith  those o f  the people 
he i s  try in g  to  h e lp .

VThat i s  a Workers' C o-operative?

I t  i s  a l s o  important to  be c le a r  as to  what a worker 
co -o p e r a t iv e  a c t u a l ly  i s ;  i t  may in  fa c t  be unfortunate  
that the same word, ' c o - o p e r a t i v e ' ,  i s  applied to se r v ic e  
c o -o p e r a t iv e s ,  where people  get  togeth er  to  provide  
them selves with a s e r v ic e  w hile  r e ta in in g  th e ir  own 
independent a c t i v i t i e s ,  and to  workers' c o -o p e r a t iv e s ,  when 
they g e t  toge th er  to  own and co n tro l  the e n te r p r ise  from 
which they earn t h e ir  l i v i n g .  In most co u n tr ie s  the same 
government departments, l e g a l  r e g u la t io n s ,  tr a in in g  
i n s t i t u t i o n s  and e x te n s io n  and advisory  s t a f f  are expected  
to  help worker and s e r v ic e  c o - o p e r a t iv e s .  I t  i s  a l l  too  
usual fo r  the regu la tory  and promotional apparatus which has 
evolved  fo r  s e r v ic e  c o - o p e r a t iv e s ,  which are most commonly 
c o -o p e r a t iv e s  s e l l i n g  farmers' produce and supplying them 
with in p u ts ,  to  be ap p lied  to workers' c o -o p e r a t iv e s ,  which 
u s u a l ly  in v o lv e  i n d u s t r ia l  rather  than a g r ic u l tu r a l  
a c t i v i t i e s .  I t  may not be p o s s ib le  or economic to  s e t  up a 
com pletely  d i f f e r e n t  s tr u c tu r e  for  workers' c o -o p e r a t iv e s ,  
but i t  i s  v i t a l  that  anyone who i s  invo lved  in  any aspect  of  
the re g u la t io n  or a s s i s t a n c e  system should be c le a r ly  aware 
of  the d i f f e r e n c e  between th ese  types o f  c o -o p e r a t iv e s ,  and 
of the p a r t ic u la r  problems which are d iscu ssed  in  t h i s  
a r t i c l e .

The Inherent Disadvantage o f  Workers' C o-operatives

I t  i s  n ecessary  to r e co g n ise  th a t  while  workers' 
co -o p e r a t iv e s  have many advantages of  e q u ity ,  involvement  
and commitment, there  are a l s o  a number of very important 
disadvantages  which are inherent in  t h i s  form of 
o r g a n is a t io n .  Nothing i s  p e r f e c t ,  and anyone who promotes 
workers' c o -o p e r a t iv e s  must admit th e ir  d e f i c i e n c i e s ,  and 
must be aware of ways of minim ising them.
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F ir s t  of a l l ,  i t  i s  far more d i f f i c u l t  to  manage a workers' 
c o -o p era t iv e  than an in d iv id u a l  e n te r p r is e  w ith  t r a d i t io n a l  
employer/employee r e l a t i o n s h i p s .  D e c is io n s  have to be made 
j o i n t l y ,  which i s  I n e v i ta b ly  slower than in d iv id u a l  d e c is io n  
making, and t h i s  can reduce the advantages of f l e x i b i l i t y  
and speed which enab les  s m a l l - s c a l e  b u s in e s se s  to  compete 
with larger  on es ,  whether p u b l i c ly  or p r iv a t e ly  owned. I t  
has o f ten  been sa id  that management i s  one of  the sc a r c e s t  
resources in  deve lop ing  c o u n tr ie s ;  any form of en te r p r ise  
which requires  more of t h i s  scarce  resource  than o thers must 
be trea ted  with ca u t io n .

The supply of management s k i l l s  i s  always l i k e l y  to  be more 
l im ite d  in  a workers' c o -o p e r a t iv e  than in  a p r iv a te  
e n te r p r is e ;  workers' c o -o p e r a t iv e s  are u s u a l ly  c r a f t -b a se d ,  
rather than a r r iv in g  from p ercep t io n s  of opportun ity ,  and 
craftsmen and craftswomen are l e s s  l i k e l y  to have the 
management s k i l l s  and en tr e p r e n e u r ia l  f l a i r  than an 
in d iv id u a l  entrepreneur. Entrepreneurs w ith  th ese  a t t i t u d e s  
and s k i l l s  are a ls o  l e s s  l i k e l y  to be ' j o i n e r s '  than people  
whose s k i l l s  l i e  In making, rather  than assembling the 
sources  to take advantage of o p p o r tu n i t i e s .

The management ta sk  i s  th e r e fo r e  more d i f f i c u l t  and the  
members are l e s s  l i k e l y  to  be good p o t e n t ia l  managers. I t  
may not be too much of an exag g era t io n  to  suggest  that  
e f f e c t i v e  management of a workers' c o -o p e r a t iv e  requ ires  an 
almost s a i n t l y  combination of q u a l i t i e s .  The manager must 
have g r e a te r  than average management a b i l i t y  In order to  
cope with the o f te n  d ivergen t  i n t e r e s t s  o f  members as w e l l  
as with the normal p ressu res  of  b u s in e s s ,  and he or she must 
a ls o  be w i l l i n g  to forego  much of the personal f in a n c ia l  
gain  that I s  u s u a l ly  a s s o c ia te d  w ith  t h i s  l e v e l  of  
management s k i l l .

The a r t i s a n a l  o r ig in  of  many workers' c o -o p e r a t iv e s  a lso  
freq u en t ly  I n h ib i t s  f l e x i b i l i t y ;  i f  a group of carpenters
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come to g eth er  to  make wooden fu r n i tu r e ,  they w i l l  be l e s s  
w i l l i n g  or a b le  to  change to  d i f f e r e n t  m a ter ia ls  for  
d i f f e r e n t  d e s ig n s  as customers' needs change. They may 
preserve th e ir  job s  unchanged in the sh ort-term , but they  
w i l l  e v e n tu a l ly  have e i t h e r  to  change or to cease  operation  
a l t o g e t h e r .

A rtisan s  are a l s o  l e s s  l i k e l y  to have th e ir  own c a p i t a l ,  or 
personal a c c e s s  to  other  sources of funds, than are  
entrepreneurs; t h i s  can be overcome by var ious  forms of 
a s s i s t a n c e ,  but t h i s  in e v i ta b ly  reduces the degree of  the  
personal commitment o f  the members o f  a c o -o p e r a t iv e .

Some managers o f  workers' c o -o p e r a t iv e s  a l s o  complain that  
the c o -o p e r a t iv e  system makes i t  d i f f i c u l t  for  them to  use  
q u est io n a b le  ways of ob ta in in g  c o n t r a c t s ,  or a c c e ss  to  
scarce  raw m a t e r ia l s ,  that  may have to be used in  some 
s i t u a t i o n s .  A c t i v i t i e s  of t h i s  so r t  are more d i f f i c u l t  to 
conceal i f  they have to be carried  out as a r e s u l t  of j o in t  
d e c i s io n s ,  and although t h i s  enforced honesty  may be 
praisew orthy , i t  may a l s o  lead to s u b s ta n t ia l  e ro s io n  of the 
com p etit ive  p o s i t i o n  of the s o c i e t y .

The Imposed D isadvantages of  Workers' C o-operatives

The above d isad van tages  are ,  as has been pointed  o u t .  
Inherent in  the nature of workers' c o -o p e r a t iv e s  and w hile  
attempts can be made to  m it ig a te  them, they cannot be 
t o t a l l y  e l im in a te d .  There are a ls o  a number o f other  
disadvantages  which a r i s e  because of government or other  
o f f i c i a l  a c t i v i t i e s ,  some of which are the r e s u l t  of 
a g e n c ie s '  a ttem pts  to  overcome the d isadvantages  a lready  
d escr ib ed . No In d iv id u a l  or group of people can become 
genuinely  Independent i f  they are p e r p e tu a l ly  and 
e x c e s s iv e ly  a s s i s t e d ,  and many workers c o -o p e r a t iv e s  are 
prevented from fa c in g  r e a l i t y  by a s u b s ta n t ia l  degree of  
o v e r -p r o te c t io n .

In order to  ob ta in  access  to  the p r e f e r e n t ia l  s e r v i c e s ,

A1



whether th ese  in v o lv e  f in a n c ia l  support, p r iv i l e g e d  access  
to  raw m a ter ia ls  or markets, t r a in in g ,  or other  s e r v i c e s ,  
workers' c o -o p e r a t iv e s  must o f te n  go through a complex 
process  o f  r e g i s t r a t i o n ,  and must conform to  q u ite
inappropriate  regu la tory  requirem ents. Such f o r m a l i t i e s  may 
be in e v i t a b le  to  ensure that only genuine c o -o p e r a t iv e s  
r e c e iv e  the s e r v i c e s ,  but they a l s o  cause in term inable
delays  and i n e f f i c i e n c i e s ;  a workers' c o -o p e r a t iv e  in  
northern Tanzania had to  wait tw elve  years  for  
r e g i s t r a t io n !

Because of the d i f f i c u l t y  of  management and the s c a r c i t y  of  
management s k i l l s  a lready d escr ib ed ,  support a g en c ies  o f te n  
f in d  i t  n ecessary  to  a s s i s t  in ,  nominate or a c t u a l ly  
them selves carry out the management of  workers' 
c o -o p e r a t iv e s .  This not only further  d e lays  the obtainment 
of genuine independence, but a l s o  in troduces  an element of 
ex te r n a l  involvement which may be very much a g a in s t  the
i n t e r e s t  of the members. Workers' c o -o p e r a t iv e s  may be
misused for  p o l i t i c a l  purposes, they may be d ir e c te d  to  
p a r t ic u la r  lo c a t io n s  or to  p a r t ic u la r  raw m a ter ia ls  or 
markets, which are not in  th e ir  best  i n t e r e s t s .

I t  i s  a l s o  a l l  too  easy for  those who have i n i t i a t e d  and 
then su s ta in ed  the development of a workers' c o -o p e r a t iv e  to 
be r e lu c ta n t  to  a l low  i t  to  become independent. The 
in te n s iv e  support which i s  n ecessa ry ,  because of  the  
inherent d isadvantages a lready d e sc r ib e d ,  makes i t  d i f f i c u l t  
for the 'mother' support agency to r e le a s e  her ' c h i l d ' ,  a 
f u l l y  f led ged  worker c o -o p e r a t iv e .  The hardest part of any 
development task  i s  o f t e n  that of a ccep t in g  r e j e c t io n s  by 
the I n s t i t u t i o n  or in d iv id u a l  who has been a s s i s t e d .  I t  may 
a lso  be c y n ic a l ly  argued that some governments or a g e n c ie s ,  
fo r e ig n  or l o c a l ,  pre fer  to  encourage workers' c o -o p e r a t iv e s  
rather than other forms of e n te r p r ise  because they want to  
maintain a degree of in f lu e n c e  and c o n tr o l ,  from whatever  
m o tiv e s .
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What Can be Done?

The forego in g  paragraphs may have g iv en  the im pression that  
the d isadvantages of  workers' c o -o p e r a t iv e s ,  whether 
inherent or imposed from o u t s id e ,  are so overwhelming that  
t h i s  form of e n te r p r is e  should be d iscouraged or even 
p r o h ib ite d .  This i s  not the in t e n t io n ;  Mondragon i s  not the 
only s u c c e s s fu l  workers' c o -o p e r a t iv e  -  there are some 200 
fu n c t io n in g  o r g a n isa t io n s  o f  t h i s  type in  Tanzania a lo n e ,  
and recent ex p er ien ce  in  the United Kingdom shows that  the  
s t im u lu s  of unemployment, supplemented by modest government 
support, can lead to  la rg e  numbers of  s u c c e s s fu l  
c o -o p e r a t iv e s  of t h i s  typ e . Disadvantaged groups, such as 
m inority  t r i b e s ,  women in  some s o c i e t i e s  or re fu gees  have 
a ls o  shown th a t  shared hardships or oppressions can be a 
powerful s t im u lu s  fo r  e f f e c t i v e  co -o p e r a t io n .

Many of the more s u c c e s s f u l  workers' c o -o p e r a t iv e s  are not 
form alised  as such, and those  which are l e a s t  known may be 
those  which are the most s u c c e s s f u l  because they have
rece ived  l e a s t  e x te r n a l  support .  Readers of t h i s  Year Book. 
however, are more l i k e l y  to  be involved  in  the promotion of 
workers' c o - o p e r a t iv e s ,  than a c t u a l ly  being members or 
p o t e n t ia l  members o f  them. What can they do to minimise the 
disadvantages which have been described?

They should f i r s t  o f  a l l  not Impose or even a g g r e s iv e ly  
promote workers' c o - o p e r a t iv e s  as a p referred  form of
o r g a n isa t io n s ;  many of the  problems, as a lready in d ic a te d ,  
a r i s e  from the f a c t  that  too many workers' c o -o p e r a t iv e s  are  
i n i t i a t e d  not by t h e i r  members but by o u ts id e  b o d ie s .  
Outsiders should c o n f in e  t h e i r  r o le  to  d e sc r ib in g  the
var ious  forms o f  o p era t io n  that  are a v a i la b le  for  any 
in d u stry ,  and should warn people who want to  s t a r t  a 
bu sin ess  o f  any kind about the d isadvantages and drawbacks 
of any approach. The f i n a l  d e c i s io n ,  and the i n i t i a t i v e ,
must come from the people  th em se lv es .
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The Conditions fo r  Success

I t  may a lso  be u se fu l  to  take account of various co n d it ion s  
which experience  has shown are important co n tr ib u to rs  to  the  
su ccess  o f  any workers' c o -o p e r a t iv e .  I t  may be going too  
far to say that each of the fo l lo w in g  i s  a necessary  
co n d it io n  of su c c e s s ,  and that none of them i s  a s u f f i c i e n t  
one. But i t  can be sa id  with some confidence  that i f  a 
proposed workers' c o -o p era t iv e  does not appear to  conform to  
the m ajority  of the fo l lo w in g ,  i t  i s  not l i k e l y  to succeed.

F ir s t  and forem ost, the group must have a le a d e r .  This  
does not imply that i t  w i l l  not be democratic and 
e q u i ta b le ,  but there are very few s u c c e s s f u l  groups 
where one person i s  not the gu id ing  s p i r i t .  This need 
not be the chairperson, or other  formal o f f i c e  h o ld er ,  
who may be appointed for q u ite  d i f f e r e n t  reason s , but 
there must be one person with whom o u ts id e r s  can 
communicate, and who i s  respected  as the leader  by the  
o t h e r s .

There must be a genuine demand for whatever products or 
s e r v ic e s  the group proposes to  o f f e r ,  and t h i s  demand 
should not be based on th e ir  sympathy for  the producers,  
or th e ir  enthusiasm for w ork er-co-op eration , but on the  
q u a l i ty  and value o f  what i s  o f f e r e d .

The en te r p r ise  must be fundamentally v i a b l e ,  without  
continuing  s u b s id ie s .  The p o t e n t ia l  revenues must be 
s u f f i c i e n t  to  cover the c o s t  of  m a ter ia ls  and overheads,  
and to  pay a reasonable wage to the members, which i s
more or l e s s  equal to ,  or more than that  which they
could earn e lsew here . And i t  must a l s o  be capable of
generating  a surplus for re- in vestm en t in  future
growth.

-  The e n te r p r ise  must be run in  a b u s in e s s - l ik e  way. This  
does not n e c e s s a r i ly  imply th a t  formal book-keeping or
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other records are necessary  or even d e s i r a b le .  What i s  
most important i s  that whoever i s  the leader  of the 
e n te r p r is e  must understand the b a s ic  economics of what 
i s  being done, and must ap p rec ia te  the need for  and be 
able  to  prepare and use whatever records are a c tu a l ly  
n ec e ssa r y .  Records that  are maintained by the o u ts id e r s  
and are not used by th a  members or a t  l e a s t  by the 
lea d er  are o f te n  worse than u s e l e s s .

-  The members must between them have or be ab le  to acquire  
the s k i l l s  which are necessary  fo r  t h e i r  e n te r p r is e ;  i f  
they are permanently dependent on o u ts id e  a s s i s t a n c e  for  
some part of  the manufacturing p r o c e s s ,  or for
m a te r ia ls ,  purchasing s k i l l s  or other  a sp e c t s  of 
management, they w i l l  never become genu inely
Independent. Training can h e lp  to  overcome s k i l l  
d e f i c i e n c i e s ,  but i t  must be p r a c t i c a l  and j o b - r e la t e d .  
The p o t e n t ia l  o f  tr a in in g  i s  o f t e n  o v e r -r a te d ,  and i t
may even be co u n ter -p rod u ct ive  by g iv in g  people the 
im pression  that they can do th in g s  that  they cannot, or 
by t r a in in g  them to  do th in g s  which circum stances
a c t u a l ly  prevent them from doing in  th e ir
c o - o p e r a t iv e s .

The m o tiva tion  of the members and o f  th ose  who are
a s s i s t i n g  them should be mainly economic. A b u s in e s s ,  
of any k ind , i s  f i r s t  and foremost an economic
i n s t i t u t i o n ,  and a b u s in ess  which i s  c h i e f l y  a p o l i t i c a l  
or id e o lo g ic a l  statem ent i s  u n l ik e ly  to  s u r v iv e .

This l i s t  may appear daunting, and even p a r t i a l  a p p l ic a t io n
o f  th ese  standards could s e r i o u s l y  l i m i t  the number of
worker c o -o p e r a t iv e s  which are s t a r t e d .  This may be a l l  to 
the good; I t  I s  fa r  b e t t e r  fo r  members, and fo r  the
c r e d i b i l i t y  of worker c o -o p e r a t iv e s  in  g e n e r a l ,  i f  there  i s  
a small number of g en u in e ly  v ia b le  c o -o p e r a t iv e s  rather  than
a large  number of f a i l u r e s .
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THE TRAGEDY OF CO-OPERATIVES IN TANZANIA: SOME IMPLICATIONS
FOR DEVELOPMENT

by K i lo n s l  Mporogomyl *

The development of  an appropriate  a g r ic u l tu r a l  marketing  
system has been one of the main concerns of the Tanzania 
Government s in c e  the cou n try 's  Independence in 1961. This 
i s  evidenced by the e x i s t e n c e  of  marketing and p rocess in g  
o r g a n isa t io n s  as p r in c ip a l  instruments for a c c e le r a t in g  the  
a g r ic u l t u r a l  and rural development p r o c e ss .  I n s t i t u t i o n a l  
arrangements which were created  included c o -o p e r a t iv e s .  
These were promoted in  a l l  parts  of the country with  the  
o b je c t iv e  of  c r e a t in g  a s in g le -c h a n n e l  marketing system for  
a l l  Important cash and food crops. C o-operatives  were
formed to avoid e x p lo i t a t io n  by middlemen and for p o l i t i c a l  
reasons by l o c a l  p o l i t i c i a n s .

In Tanzania, c o -o p e r a t iv e s  form an important part of the 
Government's o v e r a l l  development s t r a te g y ,  in c lu d in g  the  
achievement of s o c i a l  o b je c t iv e s  and they have always 
b e n e f i te d  from economic a s s i s t a n c e .  Consequently, there i s  
co n s id era b le  i n t e r e s t  by the S ta te  in  the r e g u la t io n  of 
c o -o p e r a t iv e  a c t i v i t i e s .  C o-operatives  in  Tanzania were
e s ta b l i s h e d  for  the promotion of a g r ic u l tu r a l  production and 
t h i s  means that t h e ir  in te g r a te d  r o le  has been as superv isor  
of the S t a t e ' s  a g r ic u l t u r a l  p o l i c y .  Their important task  
has been to  encourage the production of  c e r ta in  of the
S t a t e ' s  s t r a t e g i c  crop s . C u lt iv a t io n ,  the s e l l i n g  o f  inputs  
to the peasants  and marketing of products has taken p lace  
(a t  l e a s t  in  th eory) t o t a l l y  under the t i g h t  contro l of  the  
Government. This system has tended to be concentrated on 
S ta te  aims and earnings and has caused a s i t u a t io n  in  which 
the farmers' b e n e f i t s  have decreased . The farmers have,
th e r e fo r e ,  in c r e a s in g ly  become d i s s a t i s f i e d  with routine

* S t .  Antony's C o l le g e ,  Oxford
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procedures and s e r v ic e s  and corruption  and mismanagement 
increased  d r a m a t ic a l ly .  The co -o p e r a t iv e  mechanism was
th ere fore  c o n t in u o u s ly  d isrupted and the m ajor ity  of  the  
c o -o p e r a t iv e  unions in  Tanzania had to  d i e .

This a r t i c l e  p o in ts  out some o f  the d i f f i c u l t i e s  which
surrounded and governed the Tanzanian a g r ic u l t u r a l  
c o -o p e r a t iv e s  as a v e h ic le  for  rural development between 
1961 and 197A. The reasons for  c o -o p e r a t iv e s  being l e f t  to  
d ie  a t  a time when the co u n try 's  Second F ive  Year 
Development Plan (1968-1973) had s in g le d  out the 
c o -o p e r a t iv e  as a b a s i c a l l y  s o c i a l i s t  i n s t i t u t i o n ,  are
analysed ( c o -o p e r a t iv e s  were to  p lay  a major r o le  in  the 
development of  rura l s o c ia l i s m ) .  The a r t i c l e  further  
exp lores  the f a i l u r e s  in  crop marketing th a t  fo l low ed  the
c o l la p s e  of c o -o p e r a t iv e s  and f i n a l l y  shows why 
c o -o p e r a t iv e s  in  Tanzania should not have been allowed to  
d ie .  I t  concludes with a note on major ta sk s  fo r  the "new" 
Government in  enhancing the "new" c o - o p e r a t iv e s .

Background

C o-operatives  in  Tanzania s ta r te d  a t  the producers' 
i n i t i a t i v e  to ob ta in  b e t t e r  p r ic e s  fo r  t h e ir  cash crops and 
encourage African-owned e n t e r p r i s e s .  On 1 s t  January 1933, 
the f i r s t  s o c i e t y ,  the Kilimanjaro C o -o p e r a t iv e . Union and 
e leven  a f f i l i a t e d  s o c i e t i e s  were r e g i s t e r e d  ( 1 ) .  Rapid 
expansion in  the c o -o p e r a t iv e  movement was s i g n i f i c a n t  from 
1961. The Government accepted t h i s  expansion as a means of 
economic independence from e x p a tr ia te s  and n on -A fr ican s .  
During t h i s  period  due care was taken to  ensure that  
s o c i e t i e s  w ithout p o t e n t ia l  scope fo r  v i a b i l i t y  were not 
r e g i s t e r e d .  Commensurate s te p s  to  have a proper
c o -o p e r a t iv e  department, members' ed u cation  and tra ined  
manpower to run the  c o -o p e r a t iv e s  were however not taken.  
The r e s u l t  was a mushroom growth, mismanagement, 
i n e f f i c i e n c y  and corruption  by employees and o f f i c e  h o ld e r s .  
Following th ese  a l l e g a t i o n s ,  the Government appointed a
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s p e c ia l  Committee of Enquiry in to  the C o-operative  Movement 
and Marketing Boards In 1966. The major f in d in g s  of the  
Committee included -  among o th ers  -  the fo l lo w in g  
d e fe c t s  (2 ) :

a) members of many s o c i e t i e s  were uninformed about 
the nature of  c o - o p e r a t iv e s ,  how they were 
supposed to  fu n c t io n ,  the d u t ie s  of the committee 
of the s o c i e t y  and the powers and r e s p o n s i b i l i t i e s  
o f  the members assembled at the General Meeting;

b) there  was a shortage  o f  manpower to  s t a f f  the 
c o - o p e r a t iv e s ,  because o f  d ish o n es t  and 
Inadequately  tra ined  employees;

c) farmers did not regard the union as belonging to  
th e m se lv e s ;

d) the c o -o p e r a t iv e  movement was s u s c e p t ib le  to  
p o l i t i c a l  in te r fe r e n c e ;

e)  there  was overlapp ing  of  d u t ie s  between the unions  
and the marketing boards. The b a s ic  fu n ction  of 
the union was to  ensure the  marketing of crops 
c o l l e c t e d  by the primary s o c i e t i e s .  A le g i t im a te  
q u est ion  which was o f te n  asked by the farmers was 
why the marketing boards were needed at a l l .

However, g e n e r a l i s a t io n s  about the  fu n c t io n s  of  the 
marketing boards are d i f f i c u l t  to  make s in c e  they were 
created  to  meet the d i f f e r e n t  needs of  the var ious  crops ,  
and vary in  the breadth of t h e ir  f u n c t io n s .  For example,
the Lint and Seed Marketing Board pays fo r  tr a n sp o r ta t io n
from the godown of the s o c i e t i e s  to  the g in n e r ie s ,  
su p erv ise s  g in n in g ,  has f u l l  c o n tr o l  o f  the l i n t  co tto n  and 
co tton  seed as soon as i t  i s  produced, and operates  a p r ice  
a s s i s t a n c e  fund. At the other extreme i s  the Seed Board 
which merely l i c e n s e s  exp orters  and producers without  
l i m i t a t io n s  as to  q u a n t i t i e s .
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One common fu n ction  of the marketing boards i s  that they  
arrange for  the f i n a l  s a le  of the crop, or of the crop a f t e r  
primary p r o cess in g .  The co tton  l i n t  i s  so ld  at pub lic  
au ction s  as are cashewnuts by the Cashewnut A uthority  of  
Tanzania (CATA). The Tobacco Board s e l l s  part of the crop 
of the cured tobacco by p r iv a te  tr e a ty  and part at a u c t io n .  
The Coffee Board does not get a property in t e r e s t  in c o f f e e ,  
but arranges i t s  s a l e .  The manner of s a le  d i f f e r s  because
the markets for  the var ious  crops are d i f f e r e n t ;
consequently  i t  i s  n ecessary  to  employ knowledgeable people  
in  the marketing of the various crop s .  However, i t  does not 
fo l lo w  that one needs Independent boards. The s p e c i a l i s t s  
could as w e l l  be employed by the c o -o p e r a t iv e .  A second 
fu n c t io n ,  performed by the marketing boards g e n e r a l ly  but 
not always ( th e  Pyrethrum and Tea Boards are e x c e p t io n s )  i s  
the f i n a l  grading and w eighing . However, the boards do not 
g en e r a l ly  perform th ese  fu n c t io n s  through th e ir  own 
personnel but employ p r iv a te  firms to do so and to g iv e  
c e r t i f i c a t e s  which are accepted in  the trad e .  Such
employment could as w e l l  emanate from a co -o p e r a t iv e  as from 
an independent marketing board. This i s  a l s o  true for
research  and for c o n tra c ts  for shipping produce both w ith in  
the country and o v ersea s .

The Arusha D ec lara t ion  of 1967 marked a d e c i s iv e  s tep  
towards s t a t e  ownership. The Government took over the  
ad m in istra tion  of a number of co -o p e r a t iv e  unions in  l e s s  
developed areas where most c o -o p e r a t iv e s  had been formed 
a f t e r  Independence. Besides  n a t i o n a l i s a t i o n ,  the Arusha 
D eclara tion  a l s o  envisaged a major programme for  rural  
development through the in tro d u ct io n  of ujamaa v i l l a g e s  to  
promote and crea te  communal v i l l a g e  production u n i t s .  The 
development of ujamaa v i l l a g e s  during the f i r s t  years a f t e r  
the Arusha D ec lara tion  was slow u n t i l  the Government took  
some i n i t i a t i v e  in 1970/71 to  speed up the v i l l a g l s a t l o n  
p r o c e s s .  The then P res ident  J u l iu s  Nyerere took a lead  
during "Operation Dodoma" and l iv e d  in  one of the v i l l a g e s  
( 3 ) .  Towards the end of 1971, at the annual convention of 
the C o-operative Union of Tanganyika, the P res ident  h im se lf
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took the opportun ity  to c l a r i f y  the r e l a t i o n  between ujamaa 
v i l l a g e s  and the co -o p e r a t iv e  movement. The important
message was that  as ujamaa v i l l a g e s  took up marketing  
a c t i v i t i e s ,  the t r a d i t io n a l  c o -o p e r a t iv e  s o c i e t i e s  would 
grad u a lly  d i e .

C o-op era tives  and Government P o l ic y

In the Second F ive  Year Development Plan (SFYDP) (1968-1973)  
i t  was s t a t e d  th a t  the "C o-operative i s  b a s i c a l l y  a 
s o c i a l i s t  i n s t i t u t i o n " .  I t  was argued that the c o -o p e r a t iv e  
movement In Tanzania was "a source of c o n s id e r a b le  s tren g th  
fo r  the growth of so c ia l i s m  g u id e l in e s  for  the
c o -o p e r a t iv e  movement were a ls o  g iven  as s u b s ta n t ia te d  by 
the fo l lo w in g  paragraphs (A):

"A c e n tr a l  part in  the development of ru ra l s o c ia l i s m  
in  Tanzania must be played by the c o -o p e r a t iv e  
movement; and for  i t  to  f i l l  a p r o g r e s s iv e  r o le ,  
however, i t  must be r e v o lu t io n is e d " .

Two changes were, th e r e fo r e ,  n ecessa ry ;  c o -o p e r a t iv e  
s o c i e t i e s  were required to  be p r o d u c t io n -o r ie n te d ;  and 
democratic p a r t ic ip a t io n  of the membership In the con tro l  
of a l l  c o -o p e r a t iv e  a c t i v i t i e s  in c r e a s e d .  In g e n e r a l ,  the 
SFYDP was to  represent a t r a n s i t io n a l  period  during which 
the t r a d i t i o n a l  marketing fu n c t io n s  o f  the c o -o p e r a t iv e s  
were to  be made more e f f i c i e n t  fo r  the b e n e f i t  o f  the 
farmer w h ile  new growth was to  be s h i f t e d  sh arp ly  in  the  
d ir e c t io n  of production  and m ultipurpose s o c i e t i e s .

However, the above p o l i c y  was com plete ly  reversed  from 1975 
when c o -o p e r a t iv e s  were ab o lish ed  and t h e i r  fu n c t io n s ,  as 
w e l l  as a s s e t s ,  were tran sferred  to  v i l l a g e s .  S im i la r ly ,  in  
1976 the c o -o p e r a t iv e  unions were a l s o  a b o l ish ed  and 
commodity boards were converted in to  crop a u t h o r i t i e s  to  
take over most of the fu n c t io n s  of  c o -o p e r a t iv e  un ions,  
d e a l in g  w ith  v i l l a g e  a u t h o r i t i e s  for  m arketing, input supply  
and e x te n s io n  a c t i v i t i e s .  This new marketing method was seen
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as an opportunity  to  reduce c o s t s  and Increase  e f f i c i e n c y  In 
handling crop produce from the farmers. In June 1974, the  
National M il l in g  Corporation (NMC) decided that procurement 
of crops during the 1974/75 season should be done d i r e c t l y  
from c o -o p e r a t iv e  s o c i e t i e s  in seven o f Tanzania's twenty  
regions ( 8 ) .  The Tanzania Cotton A uthority  (TCA) and the  
Cashewnut A uthority  of Tanzania a l s o  fo llow ed  s u i t .  There 
were other d e c i s io n s  taken and announced during 197A which 
tended to further  l im i t  the r o le  of  the co -o p era t iv e  unions  
in  a g r ic u l tu r a l  marketing and production . These included  
the transform ation of the Tanganyika Coffee Board (TCB) in to  
a marketing a u th o r i ty ,  the estab lish m en t of a food crop 
a u th o r ity ,  the appointment of  crop a u t h o r i t i e s  as f e r t i l i z e r  
ag en ts ,  each fo r  one or more r e g io n s ,  and the estab lishm ent  
of tr a c to r  and a g r ic u l tu r a l  machinery s t a t io n s  in  every  
reg ion .  The f i r s t  ones were to be run by the Tanzania 
Tobacco Authority  (TAT).

The d e c is io n  of the M in ister  of  A gr icu ltu re  to  au th o r ise  the  
crop a u t h o r i t i e s  to  dea l  d i r e c t l y  w ith  the primary 
c o -o p e r a t iv e s  was to g iv e  an 'o p p ortu n ity '  i f  in  doing so i t  
would r e s u l t  in  a reduction  of c o s t s  and in  increased  
e f f i c i e n c y  in handling crop produce from the farm ers. The 
M inister  fu rth er  s ta te d  that i t  was expected in  regions and 
d i s t r i c t s  where corporations or a u t h o r i t i e s  had th e ir  own 
branches that handling c o s t s  would be g r e a t ly  reduced i f  
they o ffered  the buying agency d i r e c t l y  to primary 
c o -o p e r a t iv e s  in s tea d  of to  reg io n a l  c o -o p e r a t iv e  un ions.  
By 1974, i t  became p o s s ib le  for crop a u t h o r i t i e s  to  by-pass  
the reg io n a l  unions and dea l  d i r e c t l y  w ith  the primary 
c o -o p e r a t iv e s .  The NMC was the f i r s t  to  a v a i l  i t s e l f  o f  
t h i s  opportunity  in  seven r e g io n s .  This system n a tu r a l ly  
produced overlapping f u n c t io n s ,  p a r t i c u la r ly  at the reg ion a l  
l e v e l .  The primary c o -o p e r a t iv e  s o c i e t i e s  handled v i r t u a l l y  
a l l  l o c a l  marketing. But at the n a t io n a l  and in te r n a t io n a l  
l e v e l ,  the same a c t i v i t i e s  were undertaken by n a t io n a l  crop 
a u t h o r i t i e s  which unions undertook in  the r e g io n s .  This  
overlapping and d u p l ic a t io n  u l t im a te ly  r e su lte d  in  the  
a b o l i t io n  of the un ions.
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During the p er iod  1975-1981 there were s ev era l  problems of  
e f f i c i e n c y .  Frequent and d r a s t i c  changes in  the
i n s t i t u t i o n a l  marketing system were d i s r u p t iv e .  The 
marketing in f r a s t r u c t u r e  was poorly organ ised . For example, 
t r a in in g  o f  personnel s p e c ia l i s e d  in  d i f f e r e n t  fu n ct ion s
in c lu d in g  s to ra g e  management and f in a n c ia l  record keeping  
was not adequate ly  planned. Such a system could not serve  
the producers proper ly  and, more s p e c i f i c a l l y ,  the 
Government could not draw a t te n t io n  to  the mass poverty .  
The r e s p o n s i b i l i t i e s  ass igned  to the crop a u t h o r i t i e s  in  the 
country have been on the in crease  and l i t t l e  or no a t t e n t io n  
has been g iv e n  to  b u i ld in g  up th e ir  c a p i t a l  s tr u c tu r e  fo r  
s u s ta in in g  a la r g e  in fr a s tr u c tu r e  in the form o f  godowns, 
transport  v e h i c l e s ,  weighing s c a le s  e t c ,  for  f a c i l i t a t i n g  
the handling  and s to r in g  of crops in an e f f i c i e n t  manner. 
Moreover, the c o u n try 's  weak cap ac ity  in  the management 
system and the lack  of s k i l l e d  and tra ined  manpower i s  
widespread ( 9 ) .  This i s ,  however, a fea tu re  of most p u b lic  
o r g a n isa t io n s  and government m i n i s t r i e s .  A se r io u s  
d e f i c i e n c y  in  the working of the crop a u t h o r i t i e s  i s  that  
t h e ir  accounts  are in  a rrea rs .  The Government has been 
making e f f o r t s  to  improve the f in a n c ia l  performance of the 
p a r a s ta ta l  s e c t o r  by id e n t i f y in g  and overcoming weaknesses 
in  the f i n a n c i a l  s tr u c tu r e ,  o rgan isa t ion  and op era tion s  of  
key e n t e r p r i s e s .  For example, in  1979, the Government 
d ir e c te d  p a r a s t a t a l s  to take measures to  improve th e ir  
p rod u ct ion ,  t a r g e t in g ,  f in a n c ia l  planning and accounting
p r a c t i c e s .  The Government a l s o  d ir e c te d  p a r a s ta ta ls  to
comply r ig o r o u s ly  w ith  the Regulation of Dividends and 
Surpluses A ct,  which requ ires  the prompt annual submission  
of comprehensive budgets and accounts .  This in form ation was 
to enable  rev iew s o f th e ir  p r ic in g  p o l i c i e s  and c o s t  
s t r u c t u r e ,  in  order to  avoid the recurrence of  unplanned 
d e f i c i t s .  However, a report on the N ationa l M il l in g
Corporation by the D irec tor  General of the Tanzania Audit 
Corporation r e le a s e d  in  April 1984 gave the fo l lo w in g

The M anagem en t P r o b l e m
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gloomy p ic tu re:

"a) Most of  the b as ic  accounting  records necessary  for  
our examinations were not a v a i l a b l e .  The records  
r e la t in g  to  a s s e t s ,  l i a b i l i t i e s ,  revenue and 
expenditure  that were made a v a i la b le  fo r  our 
r e c t i f i c a t i o n  were d e f i c i e n t  in  m ater ia l  resp ect  
and hence, could not be r e l i e d  upon.

b) M aterial d i f f e r e n c e s  between the c o n tro l  account 
balances and the su b s id ia r y  record balances were 
adjusted  in  th e ir  accounts  w ithout proper a n a ly s is  
and r e c o n c i l i a t i o n .

c )  Proper books of  accounts were not maintained in  so  
fa r  as i t  appeared from an exam ination of those  
books•"

According to t h i s  re p o r t ,  the a u d ito r s  were unable to form 
an opin ion  as to whether the accompanying Balance Sheet and 
Trading and P r o f i t  and Loss Account presented  f a i r l y  the 
f in a n c ia l  p o s i t io n  of the NMC as at 31 st  July  1980, and i t s  
l o s s  for the year ended on that  d a te .  I t  should be noted as 
pointed out e lsew here (9 )  th a t  the absence of  c lean  
accounting data makes i t  d i f f i c u l t  for  any public  
o r g a n isa t io n  to  ensure the needed measure o f  f in a n c ia l  
co n tro l  and a l s o  of  the c o s t  o f  p o l i c i e s  the Government 
wants to  implement. A number o f  p a r a s t a t a l s  in  Tanzania 
have been accumulating l o s s e s  le a v in g  th e ir  c a p i ta l  
s tru c tu re  very weak. Several causes  account fo r  these  
l o s s e s  but mainly they can be a t t r ib u t e d  to I n e f f i c i e n t  
management, bureaucracy and co r r u p t io n .  These culminate in  
lack  of c o n tro l  over the s to ck s  procured lea d in g  to l o s s  of 
goods in  t r a n s i t  and in  the godowns, m ls -a p p l ic a t io n  by 
v i l l a g e s  of cash advances made fo r  crop purchase. Incurring  
of transport c o s t s  which could o th erw ise  be avoided ,  
maintenance of la rg e  ba lances in  the current account 
a lo n g s id e  an overdraft  account,  c r e d i t  s a l e s  to  Government 
departments and p a r a s t a t a l s ,  m isappropria t ion  of cash
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balances by s t a f f ,  over-manning, e t c .  Many public  companies 
have had to  depend upon bank f in a n ces  for  most funds needed 
to carry out th e ir  a c t i v i t i e s  as w e l l  as for  s u b s id ie s  from 
the Treasury. i t  i s  important to  note that the continued  
p ro v is io n  o f s u b s id ie s  to  p u b lic  companies further  
encourages i n e f f i c i e n c y .  In my o p in io n ,  the Government 
should d i s t in g u i s h  between the commercial and s o c i a l  p o l ic y  
fu n ct io n s  of p a r a s t a t a l s ,  so as to  id e n t i f y  c le a r ly  the cost  
of s o c ia l  measures and th e ir  budgetary im p l ic a t io n s .  The 
continued presence of some companies i s  a l i a b i l i t y  to  the  
country and c e r ta in  s i t u a t io n s  regarding the e l im in a t io n  of 
some companies have been defended u n n e c e s s a r i ly .

In what f o l lo w s ,  the f a i l u r e  in  crop marketing subsequent  
upon the c o l la p s e  of c o -o p e r a t iv e s  i s  analysed b r i e f l y .  I t  
i s  pointed out that  as the crop a u t h o r i t i e s  s u f fe r e d  from 
mismanagement and o p era t io n a l  l o s s e s ,  the o p era t io n a l  c o s t s  
were higher than those  p r e v io u s ly  incurred by co -o p e r a t iv e  
u n io n s .

Operating Expenses o f  Crop A u th o r it ie s

A v a ilab le  ev idence  su g g es ts  that the handling c o s t s  by 
c o -o p e r a t iv e s  were much lower than the crop a u t h o r i t i e s  ( 8 ) .  
I t  i s  argued that  w h ile  i t  may be true that  in  some 
c o -o p e r a t iv e s  the c o s t  of  handling might have been h igh er ,  
there were many unions which were e f f i c i e n t  and the c o s t  of  
handling would not have j u s t i f i e d  t h e ir  d i s s o l u t i o n .  For 
example, the ta b le  below confirms that w hile  the  
c o -o p e r a t iv e s '  margin, which was 16 .5  percent in  1970/71  
d ec lin ed  to  11 .9  percent in  1974/75 , the co tton  a u t h o r i t i e s '  
margin Increased from 15 .2  percent to  40 .5  percent during  
the corresponding p er io d .
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Table 1

Cotton Price and Marketing Cost Structure -  Seed Cotton 
1970/71 to 1974/75 

(Division of cotton realisation between different bodies)

1970/71 1971/72 1972/73 1973/74 1974/75
Cts % Cts % Cts % Cts % Cts %

Sales
Price 161.4 (100) 192.0 (100) 194.7 (100) 298.4 (100) 345.0 (100)

Ejqxjrt
Tax 6.8 (4.2) 6.8 (3.5) 6.8 (3.5) 6.8 (2.3) 24.4 (9.1)

Authority
Margin 24.6 (15.2) 55.2 (28.7) 55.0(28.2) 151.0(50.6) 139.6(40.5)

Co-op
Margin 26.6 (16.5) 26.6 (13.9) 26.3 (13.5) 34.0(11.4) 41.2(11.9)

Producer
Return 103.4 (64.1)103.4 (53.9)106.6 (54.6) 106,6(35.7) 139.8(40.5) 

Source: MDB (1985), Ear es Salaam

With regard to  cashewnuts i t  was shovm that  the v i l l a g e  levy  
fo r  1976/77 (MDB 1977/1987) fo l lo w in g  the c lo su r e  o f  the  
co -o p e r a t iv e  u n ions , was increased  from T .s h s .6 0  to  
T .sh s . lO O /-  per ton by p a r a s t a t a l s .  In the case  of  f lu e  
cured tobacco , the purchase and handling charges increased  
d r a s t i c a l l y  from 3.1 cen ts  per kg in  1975/76 to  11.9 cents  
per kg in  1977/1987. The sharp in c r e a se  re su lte d  from TAT 
taking over the fu n c t io n s  o f  the former Ruvuma C o-operative  
Union in  the 1976/77 buying sea so n . In response to  a 
growing awareness o f  the o p e r a t io n a l  d e f i c i e n c i e s  o f  
p a r a s t a t a l s ,  a Commission to in v e s t ig a t e  the p o s s i b i l i t y  of  
r e in s t a t in g  c o -o p e r a t iv e s  was appointed in  1980. This
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Conunlttee s tr o n g ly  recommended the r e -e s ta b llsh m e n t  of
c o -o p e r a t iv e s .  P rep aration s  and planning fo r  a t r a n s i t io n  
from crop a u t h o r i t i e s  to  c o -o p e r a t iv e s  were undertaken; and 
f i n a l l y  l e g i s l a t i o n  approving the formation of c o -o p e r a t iv e s  
was introduced in  1982. The Commission's main f in d in g s  were 
t h a t :

a) The crop a u t h o r i t i e s '  main i n t e r e s t  remained 
confined  to  buying of crops and they were more 
concerned about d i s t r ib u t io n  of inputs  to the  
farm ers.

b) C o-op era tives  arranged supply of e s s e n t i a l  items  
l i k e  corrugated iron  s h e e t s ,  cement, farm 
implements, e t c .  to i t s  members which they bought 
d i r e c t l y  from manufacturers at  a lower c o s t .

c )  In the absence of c o - o p e r a t iv e s ,  the manufacturers  
had to  open w h o lesa le  and r e t a i l  p o in t s  which  
added to c o s t s ,  in  a d d it io n  to  the inconven ience  
to  the farmers o f  not being a v a i la b le  at  one 
p l a c e .

d) C o-operative  unions had become an important centre
of trade in  a c l u s t e r  of v i l l a g e s  where farmers 
could go and buy t h e ir  requirements and a l s o  s e l l  
th e ir  produce. With the a b o l i t i o n  of
c o - o p e r a t iv e s ,  the farmers had to  go to  d i f f e r e n t  
marketing boards and were s t i l l  not sure of  
g e t t i n g  proper s e r v i c e s .

e )  There were com plaints of delayed payments by the  
c o -o p e r a t iv e s  due to lack  o f  proper communication 
and planning  between the headquarters and 
b ran ch es .

f )  There was misuse of  manpower, transport  and other  
f a c i l i t i e s  due to  d i s t a n t  con tro l  o f  the branches 
by the crop a u t h o r i t i e s .
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g) Many c o -o p e r a t iv e  unions were provid ing  various
ex tra  s e r v i c e s  l i k e  transport ,  production farms, 
p ro c e ss in g  and other  s o c ia l  s e r v ic e s  for  the
b e n e f i t  o f  the people in the area, which were not 
p o s s ib le  for the crop a u th o r i t ie s  to undertake.

h) Crop a u t h o r i t i e s  not undertaking m ulti-farm
a c t i v i t i e s  could not reduce the c o s t  of o p era t ion s  
which in  fa c t  proved higher than c o -o p e r a t iv e
m argins.

A g r ic u ltu r a l  P r ic in g

C o-operative  p r ic in g  p o l ic y  in  Tanzania u n t i l  1974 was based 
on the u n iv e r s a l  c o -o p e r a t iv e  marketing approach where 
c o -o p e r a t iv e s  made an advance payment to the farmers as a 
part of the a n t ic ip a te d  recovery , and a f i n a l  payment a f t e r  
the f i n a l  s a le  of the produce and f i n a l i s a t i o n  of accounts .  
The c o -o p e r a t iv e s ,  a f t e r  tak ing  d e l iv e r y  of the produce and 
making an advance to  the farmers, graded/processed  and 
d e l iv e r e d  i t  to the concerned board for d is p o s a l  w ith in  the
country and o u t s id e .  In some c a s e s ,  the c o -o p e r a t iv e  unions
a l s o  made d ir e c t  s a l e s  w ith in  the country as w e l l  as through  
boards. Under th ese  arrangements, both c o -o p e r a t iv e s  and 
boards acted more or l e s s  as agents of the farmers and a l l  
the p r o f i t  and l o s s  was on the farmers' account. The 
weakness o f  the Government p r ic in g  p o l i c y  was that  
sm allho lders  were paid the re s id u a l  a f t e r  a l l  the marketing  
i n s t i t u t i o n s  had deducted th e ir  c o s t s  of o p e r a t io n s .  The 
N ational A g r ic u ltu r a l  Products Board (NAPB) and other  
commodity boards which were r e sp o n s ib le  for  a g r ic u l t u r a l  
marketing s e t  p r ic e s  but the co -o p era t iv e  c o s t  o f  op era tion s  
took up to  50 percent of t h i s  payment. This had the e f f e c t  
of fo rc in g  down p r ic e s  to sm allholders as low as p o s s ib le  
and did not take in t o  co n s id era t io n  producer c o s t s  of  
production . I t  i s  f e l t  that t h i s  p r a c t ic e  i n i t i a t e d  
Tanzania's  current production d e c l in e s .  I t  i s  argued that  
an in crea se  in  a g r ic u l t u r a l  p r ic e s  are e s s e n t i a l  in  order to  
r a i s e  production . There are a number of arguments o f te n
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made ( in  the case of Tanzania) as being re sp o n s ib le  for th is  
d e c l in e ,  such as the d e c l in in g  terms of trade for the  
a g r ic u l t u r a l  s e c to r  during the 1970s. This s t a t e  of a f f a i r s  
i s  i l l u s t r a t e d  in Table 2.

Table 2

A g r ic u ltu r a l  P r ice  In d ices  in  Real Terms -  (1969/70= 100)

Food Crops
1969/70 1975/76 1978/79 1981/81

Maize 100 142 107 97
Paddy 100 96 81 87
Wheat 100 87 77 75
Sorghum 100 124 117 75

Export Crops

Cotton 100 91 77 76
Cashewnuts 100 55 63 71
Tobacco 100 68 51 55
Tea 100 65 77 50
Pyrethrum 100 70 79 83

Source: Adapted from Basic  Needs in  Danger; A Basic  Needs
Development S tra tegy  fo r  Tanzania; ILO: Addis
Ababa 1982. Table 3 .4 ,  page 21

The above ta b le  shows that the r e a l  p r ic e  of  a g r ic u l tu r a l  
products f e l l  during the 1970s. In p a r t ic u la r ,  those  of 
export crops f e l l  s i g n i f i c a n t l y  in  r e a l  terms compared to  
the p r ic e s  o f  food cro p s .  The e f f e c t  o f  t h i s  f a l l  was to
reduce the in c e n t iv e  to  work on farms viewed in  terms of the
r e l a t i v e  importance of  the income e f f e c t .  I t  i s  argued that  
a high p r ice  would have induced farmers to  work harder. 
However, i t  should be noted that in  Tanzania a number of
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other c o n s tr a in ts  on a g r ic u l tu r a l  production have l im ited  
Increased output. These include d i s e a s e  ( c o f f e e ) ,  lo s s  In 
s o i l  f e r t i l i t y  ( c o t t o n ) ,  shortage o f  labour inputs  ( c u t t e r s  
in the case of s i s a l ) ,  poor weather, shortage  of inputs  and 
transport and frequent power in te r r u p t io n s .

The other exp lanation  o ften  made i s  that  low p r ic e s  in  
a g r ic u ltu r e  pushed the cash economy in to  food production  
which was much more lu c r a t iv e  in  terms o f  p r ic e s  o f fered  in  
the u n o f f i c i a l  market. However, some of the farmers who 
remained in  the production of cash crops a l s o  so ld  th e ir  
produce through u n o f f i c i a l  m arketing. There i s  evidence to  
suggest  that black markets in cash crops in  Tanzania have 
been s i g n i f i c a n t  ( 7 ) .

A fter  197A, the Government dec lared  minimum p r ic e s  for  
s e le c te d  commodities, whose p r ic e s  were regu lated  to ensure  
a f a i r  return to the farmers in  l i n e  w ith  the broader 
n a tion a l p o l i c i e s .  C o-operatives and crop p a r a s ta ta ls  were 
to purchase these  commodities at th ese  declared  p r i c e s .  Any 
surplus or d e f i c i t  had to be on the account of  
c o -o p e r a t iv e s ,  boards or p a r a s t a t a l s .  In 1983 the 
Government announced an A g r icu ltu ra l  P o l ic y  in  which there  
was an express  o b je c t iv e  of improving the e f f i c i e n c y  of  
a g r ic u l tu r a l  marketing and marketing i n s t i t u t i o n s .  The 
p o l ic y  envisaged that for  th is  improvement to be ach ieved ,  
there was a need for investment in  marketing in f r a 
s tr u c tu r e s  and the tra in in g  of personnel s p e c ia l i s e d  in  i t s  
d i f f e r e n t  fu n c t io n s  in c lu d in g  storage  management and 
f in a n c ia l  record keeping. To ensure the required e f f i c i e n c y  
in  marketing, the n a t io n a l  marketing i n s t i t u t i o n s  would 
g e n e r a l ly  be r e l ie v e d  o f production  and p ro cess in g  
a c t i v i t i e s .

In t h i s  s e c t io n ,  i t  has been shown that  a g r ic u l t u r a l  p r ic e s  
are s i g n i f i c a n t  in  exp la in in g  the production behaviour of  
the Tanzanian peasants .  S ta te  p o l ic y  n eg lec ted  q u est io n s  of  
a g r ic u l tu r a l  p r ic in g  before 1974. This n e g le c t  has had 
n egative  im p lica t io n s  for the a g r ic u l t u r a l  performance in
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Tanzania. Follow ing E l l i s  (6 )  ( p . 2 6 4 ) ,  t h i s  n e g le c t  i s
considered as a s e r io u s  om iss ion  s in c e  over 80 percent of 
the co u n try 's  p op u la t ion  d e r iv e  th e ir  l i v e l ih o o d  from 
a g r ic u l t u r e ,  which i s  a l s o  the  major source of fo re ig n  
exchange needed for  the c o u n try 's  import requirem ents. In 
p a r t ic u la r ,  Tanzania 's  im p o r t - in te n s iv e  in d u s t r ia l  s e c to r  
depends on a g r i c u l t u r e .  These I s su e s  which are r e la te d  to  
the r o le  o f  a g r ic u ltu r e  in  the c o u n try 's  development process  
are im portant. I t  i s  argued th a t  the genera l  l e v e l  of  
a g r ic u l t u r a l  producer p r ic e s  i s  an important determinant of  
the rural-urban terms o f  t r a d e .  I t  a l s o  determ ines the 
e f f e c t s  of  r e l a t i v e  p r ic e s  on the com position  o f marketed 
crop output ( 6 ) .  I t  i s  important to  note that  the period  
between the l a t e  1960s to  the 1980s Is  s in g le d  out as 
composed of two su b -p er iod s  in v o lv in g  the o r g a n isa t io n  of  
crop marketing which in  turn d i s t in g u i s h  two sep arate  
approaches to  s t a t e  in t e r v e n t io n  in  producer p r ic e  form ation  
in  Tanzania. The c o -o p e r a t iv e  marketing system o f te n  
re ferred  to  as the " t h r e e - t i e r  s in g le  channel marketing  
system" was composed of the primary c o -o p e r a t iv e  s o c i e t i e s ,  
reg io n a l  c o -o p e r a t iv e  unions and the a g r ic u l t u r a l  marketing  
boards. S ta te  in te r v e n t io n  in  t h i s  marketing arrangement 
was d ir e c te d  a t f i x i n g  the p r ic e s  at which marketing boards 
purchased scheduled  crops from the reg io n a l  c o -o p e r a t iv e  
u n ions. Producers re c e iv ed  a c e r t a in  p r ic e  l e s s  the u n it  
marketing c o s t s  o f  c o -o p e r a t iv e  unions and primary 
s o c i e t i e s .

However, th ese  c o s t s  were su b je c t  to  approval in  advance of  
each crop season  by the Commissioner fo r  C o -o p era t iv es .  
This meant th a t  average p r ic e s  r ece iv ed  by producers 
d i f f e r e d  according  to  s i g n i f i c a n t  geographica l  d i f f e r e n c e s  
depending on the d i f f e r i n g  agreed marketing c o s t s  of  
p a r t ic u la r  s o c i e t i e s  and u n io n s .  The c o -o p e r a t iv e  c o s t  o f  
op eration s  took up to  50 percent  o f  the payment to  
producers. The e f f e c t  o f  t h i s  was to  fo r c e  down p r ic e s  to  
peasants  as low as p o s s ib l e  and did not take account o f  
producer c o s t s  o f  p rod u ct ion .  This p r a c t ic e  may have 
contr ibuted  to  the c o u n tr y 's  current d e c l in e s  In
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a g r ic u l tu r a l  production . This s tr u c tu r e  of  a g r ic u l t u r a l  
p r ic e  form ation, which took in to  account the producer p r ice  
and geographica l p r ice  d i f f e r e n c e s ,  was l a t e r  e l im in a ted  
adopting the s in g le  p a n - t e r r i t o r ia l  producer p r ic e  for  each 
scheduled crop determined annually  by the d e c i s io n  of the  
Economic Committee of the Cabinet.

The A g r ic u ltu r a l  P o l ic y  of Tanzania (1983) s t a t e s  that  
p r ices  paid to  the farmers for  th e ir  crops a f f e c t  t o t a l  
output up to  a c e i l i n g  imposed by p h y s ic a l  and te c h n ic a l  
f a c t o r s .  They a ls o  determine the incomes which can be 
earned by the p easan ts ,  and thus a f f e c t  the p u sh /p u ll  
fa c to r s  in  m igration  from the v i l l a g e s  to  the towns. I t  i s  
important to  note that the ab so lu te  l e v e l  o f  p r ic e s  which 
in crea se  the peasants '  take-home income i s  im portant. As 
can be noted above, p r ice  f i x a t io n  i s  no longer  w ith in  the  
powers of the co -o p e r a t iv e s  and boards and they have to  
operate on the b a s is  of p r ic e s  declared  by the Government. 
The im p lic a t io n  of t h i s  i s  that c o -o p e r a t iv e s  and boards are  
no longer r e a l ly  the agents of the farmers but have become
implementing agen cies  of the p r ice  p o l i c y  of the Government.
Consequently any lo s s e s  on t h i s  account have to  be borne by 
the Government s in c e  boards are owned by the Government
while  c o -o p e r a t iv e s  belong to the farm ers.

Conclusion

The confused character of i n s t i t u t i o n s  handling a g r ic u l t u r a l  
produce in  Tanzania has tended to l im i t  p e o p le 's  con fid en ce  
in  c o -o p e r a t iv e s .  In many d eve lop in g  c o u n t r ie s ,
c o -o p e r a t iv e s  are trea ted  as Government a g e n c ie s  and not 
autonomous democratic i n s t i t u t i o n s .  The recen t  trend in  
these  co u n tr ie s  has been for economic a c t i v i t i e s  to  be very  
dependent on Government p o l i c i e s .  As a r e s u l t  of t h i s ,  
c o -o p e r a t iv e s  cannot a fford  to  remain in  i s o l a t i o n  and
in d i f f e r e n t  to  the Government. As a whole however,  
c o -o p e r a t iv e s  should con tr ib u te  in  la rg e  part to  n a t io n a l  
e f f o r t s  to l i f t  and improve the soc io-econom ic  c o n d it io n s  of  
the masses without n e c e s s a r i ly  lo s in g  t h e ir  own i d e n t i t y .
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Although p r ic e  p o l ic y  o b j e c t iv e s  d i f f e r  from country to  
country , the main ones Include:

a) s t a b i l i s i n g  p r ic e s  to  a g r ic u l tu r a l  producers;

b) encouraging food crop production to ach ieve  s e l f  
s u f f i c i e n c y ;

c) encouraging export commodity production to  
Improve the n a t io n a l  economy;

d) provid ing  a f low  of raw m ater ia ls  to domestic  
I n d u s t r i e s ;

e )  r a i s in g  rural incomes;

f )  s t a b i l i s i n g  food p r ic e s  to  consumers and 
minimising t h e i r  ra te  of  in crea se  to  reduce 
i n f la t io n a r y  pressure  on the economy;

g) generating  Government revenue by tax in g  the 
su rp lu ses  of the a g r ic u l t u r a l  s e c to r .

P r ic in g  p o l i c i e s  cannot be trea ted  in  i s o l a t i o n  but must be 
analysed and Implemented w ith in  the framework of a w ider,  
genera l  economic and a g r ic u l tu r a l  p o l i c y .  These p o l i c i e s  
fre q u e n t ly  r e s u l t  in  c o n f l i c t i n g  o b j e c t iv e s  such as:

a) promoting maximum food production to  achieve  
s e l f - s u f f i c i e n c y  versus  keeping p r ic e s  fo r  food  
and a g r ic u l tu r a l  raw m a te r ia ls  low;

b) encouraging the production of  export commodities  
versu s  r a i s in g  the maximum Government revenues  
from export taxes;

c )  domestic food production versus production of  
export commodities;
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d) devalu ing  an over-valued  currency versus  avoid ing  
importing i n f l a t i o n ;

e)  a l l o c a t i n g  scarce  Government f in a n ces  for  
a g r ic u l t u r a l  development v ersu s  prov id ing  c o s t ly  
food su b s id ie s  for  the urban s e c to r ;

f )  terms o f domestic trade  in  favour of the 
a g r ic u l tu r a l  s e c to r  versu s  dom estic terms of trade  
in  favour of the urban and i n d u s t r ia l  s e c t o r .

These c o n f l i c t s  are among the main reasons why farmers' 
l e g i t im a t e  demands are fre q u e n t ly  not met. Moreover, 
farmers' i n t e r e s t s  do not always c o in c id e  with  Government 
o b j e c t iv e s ,  for example, the Government's aim to  achieve  
food s e l f - s u f f i c i e n c y  through in creased  production has 
l i t t l e  appeal to farmers u n le ss  they b e n e f i t  from an assured  
market at remunerative p r ic e s  ensuring  them a higher income. 
They must a l s o  have confidence  that  p o l i c i e s  are based on
long-term  o b je c t iv e s  g iv in g  them reasonab le  s e c u r i t y .  
Moreover, without a b a s ic  i n f r a s t r u c t u r e ,  roads, tra n sp o r t ,  
e t c .  and adequate input su p p l ie s  of the r ig h t  type ,  
a v a i la b le  at the r ig h t  time and at reasonable  p r i c e s ,  they  
cannot r e a l i s e  th e ir  production p o t e n t i a l .

In Tanzania, the p u b lic  t r e a t s  c o -o p e r a t iv e s  as Government 
a g e n c ie s .  As a r e s u l t ,  farmers and members have come to
regard c o -o p e r a t iv e s  and unions as an arm of the Government. 
On the whole, c o -o p e r a t iv e s  in  Tanzania have become
ir r e le v a n t  to the poor. In stea d  o f  c o r r e c t in g  such an 
im pression, employees of  c o -o p e r a t iv e s  do in  fa c t  encourage 
i t .  Consequently, members do not co n s id er  c o -o p e r a t iv e s  as 
th e ir  own i n s t i t u t i o n s  and have become i n d i f f e r e n t  and 
a p a th e t ic .  The s t r a t e g i e s  of  c o -o p e r a t iv e  promotion in  
Tanzania have included in te g r a te d  development p r o je c t s  and 
the use o f  ' tr a in e d  cadre' -  h ig h ly  d i s c i p l i n e d ,
p o l i t i c a l ly - e d u c a t e d  members who work with  the peasants to  
c a ta ly s e  p o l i t i c a l  and economic change. However, the s c a le  
of the problems faced i s  g r e a t e r .  The ev a lu a t io n  of the
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fu n c t io n in g  o f  c o -o p e r a t iv e s  In Tanzania up to 1975 
demonstrates a s u b s t a n t ia l  f a i lu r e  rate  in c lu d in g  problems 
of loan overdues ,  mismanagement, manipulation of r u le s  and 
s tr u c tu r e s  fo r  the b e n e f i t  of a few, In a d d it io n  to  problems 
of complying w ith  bureaucratic  r e g u la t io n s .  A t t i tu d e s  to  
work have n e g le c te d  g o a ls  of p r o d u c t iv i ty  and e f f i c i e n c y  
r e s u l t in g  in  mismanagement and corru p tion .

What remains to  be seen  in  the new c o -o p e r a t iv e  s tr u c tu r e  i s  
the p o s i t i v e  change which should be i n i t i a t e d  towards the 
improvement of the socio-econom ic  c o n d it io n s  of the m ajority  
of the Tanzanian p e o p le .  P o l i t i c a l  in te r fe r e n c e  which i s  
the r e s u l t  of m assive S ta te  in te r v e n t io n  should be kept to a 
minimum s in c e  th ese  have n e c e s s i ta te d  some farmers to  opt 
out of farming because of poor remuneration. In m aintaining  
th e ir  i d e n t i t y ,  the c o -o p e r a t iv e s  should have freedom to  
q uest ion  Government d i r e c t i v e s  i f  they f in d  that they are 
not in  the I n t e r e s t  of th e ir  members or w i l l  g r o s s ly  a f f e c t  
t h e ir  economic v i a b i l i t y .
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THE CO-OPERATIVE SOCIETIES ACT. 1982 AND THE PROMOTION OF 
RURAL CO-OPERATIVES IN TANZANIA: A CRITIQUE *

by Hans-H. Miinkner **

A developing co u n try 's  c o -o p e r a t iv e  l e g i s l a t i o n  i s  not 
simply a s e t  o f  r u le s  to  re g u la te  some form of b u s in ess
o rg a n isa t io n  and the l e g a l  r e la t io n s h ip  among c i t i z e n s .
C o-operative law i s  an ex p ress io n  of government's
development p o l i c y .  T herefore , before  commenting on the  
Co-operative S o c i e t i e s  Act of  Tanzania, 1982, i t  i s  
necessary  to  study the p o l i c y  and concept underly ing  the
law.

Aims of Government's P o l ic y  concerning the Development o f  
Rural C o-operatives

As can be seen from o f f i c i a l  pronouncements and from
relevant s e c t io n s  of the C o-operative  S o c i e t i e s  A ct, 1982
the main aims of government's p o l i c y  concerning the 
development of rura l c o -o p e r a t iv e s  were;

to reform ru ra l s o c i e t y  by in trod u c in g  s o c i a l i s t
s tr u c tu r e s  in  v i l l a g e s ,  and more p a r t i c u la r ly  by 
in trod u c in g  c o l l e c t i v e  farming on communal f i e l d s  
as the predominant form of a g r ic u l t u r a l
production;

* Paper presented  a t  the annual symposium of the 
C o-operative C o l le g e ,  Moshi on "Promotion and 
Strengthening of Rural C o-operatives  and C o-operative  
Unions in Tanzania", in 198A.

** U n iv ers ity  of Marburg, Federal Republic of  Germany.
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to encourage s e l f - h e l p  and s e l f - r e l i a n c e ;

to Improve the l i v i n g  co n d it ion s  in  the v i l l a g e s ,  
and

to in crea se  a g r ic u l tu r a l  production.

The crea t io n  of communal v i l l a g e  production u n its  was the 
country 's  o f f i c i a l  b lu ep r in t  for s o c i a l i s t  development ( 1 ) .

L e g i s la t io n  to  Implement Government's P o l icy

In Tanzania as in most develop ing  cou n tr ies  c o -o p e r a t iv e  law 
i s  meant to serve  as an instrument for bringing about s o c i a l  
and economic change. I t  t r a n s la t e s  government's p o l i c y  in to  
l e g a l  norms and provides for machinery to  implement t h i s  
p o l i c y .  Furthermore, i t  con ta in s  a system of in c e n t iv e s ,  
d is in c e n t iv e s  and c o n tr o ls  in  order to ensure that the rural  
population fo l lo w s  the new norms s e t  by the law. In t h i s  
regard the co -o p era t iv e  law can be seen as an instrument fo r  
l e g a l  s o c ia l  eng ineer ing  (development law) ( 2 ) .

Problems of Implementation

Where such development law i s  devised by development 
planners at n a t io n a l  l e v e l  and where new norms are s e t  by 
the lawmakers for the rural population  without c o n s u l ta t io n  
and d ia logue  with the people who are c a l le d  upon to  apply  
th ese  new norms, problems of implementation a r i s e .  I f ,  for  
various  reason s , the new norms are not understood or 
accepted by the ta rg e t  p o p u la tion ,  attempts to en force  such 
l e g i s l a t i o n  through governmental or p a r a s ta ta l  a g en c ie s  
u su a l ly  f a i l ,  and, in stea d  o f  changing the p o p u la t io n 's  
norms of behaviour the new l e g i s l a t i o n  remains a "Law on the  
Books". The people ignore the new ru les  or only comply with  
them as much as necessary  to  avoid sa n c t io n s .
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Conceptual Problems R e f le c ted  in the Law fo r  State-sponsored  
Co-operation In General and in  the C o-operative  S o c ie t i e s  
Act of  Tanzania 1982 in  P a r t ic u la r

Ambiguity of  the Concept o f  S tate-Sponsored  Co-operation

Already during c o lo n ia l  tim es s ta te - s p o n s o r s h ip  of 
co -o p e r a t iv e  development proved to  be ambiguous and 
d i f f i c u l t  to  implement. E xperiences have shown that i t  i s  
e a s ie r  to  b u ild  up and us6 s ta te - sp o n so r e d  co -o p era t iv e  
s tr u c tu r e s  to  c e n t r a l i s e  c o n tro l  o f  communal resources  than 
to develop member-supported, member-oriented and 
member-controlled s e l f - h e l p  o r g a n isa t io n s  at  v i l l a g e  l e v e l .  
The l a t t e r  i s  only p o s s ib le  under a d e l ib e r a t e  p o l ic y  of 
emphasising ed u cation , t r a in in g  and a d v iso r y  s e r v ic e s  for  
o f f i c e  bearers and members on the one hand and a determined  
s tr u g g le  a g a in st  the growth of  a development bureaucracy and 
the im p osit ion  of task s  and g o a ls  on co -o p era to rs  by o u ts id e  
p la n n ers .

Almost everywhere the concept of  temporary government 
sponsorship lead ing  e v e n tu a l ly  to  the c r e a t io n  of 
s e l f - r e l i a n t ,  autonomous c o -o p e r a t iv e  s o c i e t i e s  proved to  be 
d i f f i c u l t ,  i f  not im p o ss ib le ,  to  put in to  p r a c t i c e .

The powers of  the R eg is tra r  and Commissioner as heads of  
government co -o p e r a t iv e  development machinery were s t e a d i ly  
increased  over the years rather  than being g rad u a lly  reduced 
as o r i g i n a l l y  planned. This trend to  In crease  government's  
In flu en ce  on the involvement In c o - o p e r a t iv e s ,  turning  
s ta te - sp o n so r sh ip  in to  s t a t e - c o n t r o l  i s  co n t in u in g ,  although  
exp er ien ces  have shown that  o v e r -r e g u la t io n  and 
o v e r - in te r v e n t io n  o f  government agen ts  in  co -o p era t iv e  
a f f a i r s  prevents c o -o p e r a t iv e s  from becoming e f f e c t i v e  and 
v ia b le  o r g a n is a t io n s .

Where i t  i s  the in t e n t io n  to  h e lp  the farmers to  help  
themselves by g iv in g  in c e n t iv e s  and s u p e r v is in g  the proper
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use of such in c e n t iv e s ,  a good c o -o p e r a t iv e  law has to draw 
a c lea r  borderline between encouragement of s e l f - h e l p  on the  
one hand and in te r v e n t io n  and co n tro l  from o u ts id e  
preventing the development of s e l f - h e l p  on the o th er .

S o c i a l i s t  Versus Western Concept o f  Co-operation

The term "co-operative  so c ie ty "  has a d i f f e r e n t  meaning, 
depending on the context in which i t  i s  used. The s o c i a l i s t  
concept of co -operation  i s  fundamentally d i f f e r e n t  from the 
"Western" concept of  co -o p era t io n .

Under the s o c i a l i s t  concept, c o -o p e r a t iv e  s o c i e t i e s  are 
instruments for the implementation of government's p o l i c y .  
Co-operatives  are seen as pub lic  or sem i-p u b lic  i n s t i t u t i o n s  
under the guidance and con tro l  of  the government and of the  
Party. Plans are made, ta r g e ts  are s e t  and p r ic e s  are f ix e d  
by cen tra l  p lanners. The farmers, who are id e a l l y  seen as 
workers in  a l a r g e - s c a le  c o l l e c t i v e  farm, are c a l l e d  upon to  
work according to these  plans and to re c e iv e  a f a ir  share of  
the r e s u l t s  of the c o l l e c t i v e  e f f o r t s .  C o-operative  
property i s  considered as a s p e c ia l  form of c o l l e c t i v e  
property of higher value than in d iv id u a l  property .

Experience in Eastern Europe and in  other  co u n tr ie s  
fo l lo w in g  a s o c i a l i s t  pattern  of co -o p era t io n  has shown 
th a t ,  only with a d i s c ip l in e d  and w e l l - t r a in e d  membership, 
with r e a l i s t i c  planning and w e l l -o r g a n ise d  implementing,  
supporting and c o n tr o l l in g  a g e n c ie s ,  can c o l l e c t i v e  farming 
on communal land be p r a c t ise d  with some degree of s u c c e s s .  
However, i t  i s  a l s o  a well-known fa c t  that in  s o c i a l i s t  
c ou n tr ies  in d iv id u a l  production on p r iv a te  land o f te n  y i e l d s  
higher r e s u l t s  than production on communal land.

While the s o c i a l i s t  concept of co -o p era t io n  may be s u i t a b le  
to implement cen tra lly -p lan n ed  programmes and to bring about 
planned s o c ia l  and economic change, i f  n ecessary  through 
ad m in is tra tive  measures and some degree of compulsion, i t  
o ften  f a i l s  to m o b il ise  l o c a l  resources  for lo c a l  
development.
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Where c o -o p e r a t iv e  p r o je c t s  are planned from above and where 
c e r ta in  b e n e f i t s  and a s s i s t a n c e  are o f fe r e d  to  a group of  
" b e n e f i c ia r i e s " ,  u su a l ly  the members o f  the ta r g e t  group 
take advantage o f  the b e n e f i t s ,  but do not a c t iv e ly  
p a r t i c ip a t e  in  the programme by committing t h e ir  own 
resources to  meet the ta r g e t s  o f  the plan s e t  from o u t s id e .  
They only  do what i s  necessary  to q u a l i f y  for  the b e n e f i t s  
and to  avoid s a n c t io n s .

Under the Western concept of  c o -o p e r a t io n ,  a c o -o p e r a t iv e  
s o c i e t y  i s  seen  as a s p e c ia l  form of p r iv a te  bu sin ess  
o rg a n isa t io n  with  a s o c i a l  c o n te n t ,  in which the c a p i ta l  
plays  not a dominating but a s u b s id ia r y ,  se r v in g  r o le .

C o -op era t ives  are formed v o lu n t a r i ly  by people  d e s ir o u s  to 
work to g e th er  and to  pool t h e ir  resou rces  in order to  
promote t h e ir  own economic and s o c i a l  i n t e r e s t s .  They 
fo l lo w  t h e ir  own plans and g o a l s .  Such c o -o p e r a t iv e s  
c o n tr ib u te  only  in d i r e c t l y  to the development of  the country 
by r a i s in g  the standard of l i v i n g  o f  th e ir  members, by 
r a i s in g  production  l e v e l s  and c r e a t in g  new supply and 
marketing ch an n e ls .

The Mechanism of S e lf -H e lp

E t h n o - s o c lo lo g l s t s  have t r ie d  to  i d e n t i f y  the reasons for  
the lack  o f  a c t iv e  p a r t i c ip a t io n  by s m a l l - s c a le  farmers In 
s ta te - s p o n s o r e d ,  s ta te -p la n n e d  and s t a t e - c o n t r o l l e d  
o rg a n isa t io n  ( 3 ) .  According to  t h e ir  f in d in g s ,  people are 
prepared to  undertake s e l f - h e l p  a c t io n  on ly  i f  c e r ta in  
p r e c o n d it io n s  are met:

awareness of co n c r e te ,  p r e s s in g  needs;

p o s s i b i l i t y  o f  d e c id in g  to  take a c t io n  and
determ ining them selves the ways and means to f u l f i l
th e se  needs;
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the needs have to  be so p ress in g  that they require  
extraordinary  e f f o r t s  to deal with the 
u n s a t i s fa c to r y  s i t u a t i o n ,  and

help from o u ts id e  ( e . g .  from government) cannot be 
expected .

Hence, the mechanisms to  s e t  s e l f - h e l p  in to  motion require:  

Consciousness of need; 

own in te r p r e ta t io n  of need;

se l f -d e te r m in a t io n  of g oa ls  for  a c t io n  to  s a t i s f y  
own needs;

s e l f -m o t iv a t io n  as opposed to  m otivation  from 
o u ts id e .

A ctive  p a r t ic ip a t io n  in  s e l f - h e l p  a c t i v i t i e s  can only be 
expected i f  i t  leads to s a t i s f a c t i o n  of the f e l t  needs and 
thereby m otivates the persons concerned to  p a r t ic ip a t e
fu r th e r .  There i s  thus a chain reaction :

P a r t ic ip a t io n  -> rewards -> m otivation  fo r  further  
p a r t ic ip a t io n .

P a r t ic ip a t io n  can be in te r p r e te d  in  various ways:

formal or p a ss iv e  p a r t ic ip a t io n  in  a c t i v i t i e s
planned by o thers  ( s t a t i s t i c a l  a sp e c t ) ;

-  a c t iv e  p a r t ic ip a t io n  in  p lann ing , decision-m aking  
and implementation ( q u a l i t y  a s p e c t ) .

There i s  a fundamental d i f f e r e n c e  between formal 
p a r t ic ip a t io n  to q u a l i fy  for b e n e f i t s ,  and s e l f -m o t iv a te d ,  
a c t iv e  p a r t ic ip a t io n  lead in g  to  s e l f - h e l p  a c t io n  and
resource commitment.
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I f  i t  i s  the aim of government development p o l ic y  to  
encourage s e l f -m o t iv a te d  a c t iv e  p a r t ic ip a t io n  in  rural 
c o - o p e r a t iv e s ,  the mechanics of s e l f - h e l p  as described  
e a r l i e r  cannot be ignored in  the C o-operative S o c ie t i e s  
A ct.

The C o-op erative  S o c i e t i e s  A ct .  1982 -  a C rit ique

The new C o-operative  S o c i e t i e s  A ct ,  1982 rep la ces  the 
repealed  C o-operative  S o c i e t i e s  Act, 1968, which in  turn i s  
an enactment based on the c l a s s i c a l  " B r it is h  Indian" 
p a ttern  of c o -o p e r a t io n ,  i . e .  a law for  s ta te -sp o n so red  
c o -o p e r a t iv e  s o c i e t i e s  developed by the B r i t i s h  c o lo n ia l  
government in  India  in  1904 and Introduced in to  many 
c o u n tr ie s  of Asia  and A fr ica  around 1930 ( 4 ) .

The new C o-operative  S o c i e t i e s  Act a l s o  rep la ces  the 
V il la g e s  and Ujamaa V i l la g e s  (R e g is t r a t io n ,  D esignation  and 
A d m in istra tion )  A ct, 1975, repealed by s e c t io n  195 (c )  of 
the Local Government ( D i s t r i c t  A u th o r i t ie s )  Act, 1982 in so  
fa r  as i t  re ferred  to  matters re la te d  to  co -o p e r a t iv e  
s o c i e t i e s .  In f a c t ,  some p ro v is io n s  and ideas contained in  
the new C o-operative  S o c i e t i e s  Act were taken from the
V i l la g e s  and Ujamaa V i l la g e s  (R e g is t r a t io n ,  D esignation  and 
A d m in istra tion )  A ct,  1975 ( e . g .  s e c t io n s  22 -  3 0 ) .

Combination o f  S e c t io n s  from D if fe r e n t  Sources

One of the c h a r a c t e r i s t i c  fe a tu r e s  of  the new Co-operative  
S o c i e t i e s  A ct, 1982 i s  that i t  c o n s t i t u t e s  a combination of  
s e c t io n s  taken from d i f f e r e n t  s o u r c e s .  For in s ta n c e ,
s e v e r a l  s e c t io n s  were taken unchanged or in  a m odified form 
from the C o-operative  S o c i e t i e s  Act of Zambia (No. 67 of
1970),  e . g .  s e c t io n s  7 - 1 1  and 31 -  60.

Some p r o v is io n s  were framed In l i n e  with  recommendations
made during an I n te r n a t io n a l  Seminar on Comparative 
C o-operative  Law in  E astern , Central and Southern African  
Countries (5 )  ( e . g .  s e c t io n s  13 ( 2 ) ,  20, 115, 116) while
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s t i l l  o thers  were based on recommendations made by the  
M inistry of  In d u str ie s  to accommodate in d u s t r ia l  
c o -o p e r a t iv e s  ( e . g .  s e c t io n s  2 " In d u str ia l  S o c ie ty " ,  29 (2)  
( e ) ,  63, 64 (2)  and 103). The main body of the p r o v is io n s  
d ea lin g  with the in te r n a l  o r g a n isa t io n  and working of  
c o -o p e r a t iv e s ,  l e g a l  te c h n ic a l  matters l ik e  r e g i s t r a t io n  of  
charges e t c . ,  and the powers of in s p e c t io n ,  su p erv is io n  and 
con tro l  of  government over r e g is t e r e d  co -o p era t iv e  s o c i e t i e s  
were taken almost unchanged from the C o-operative S o c i e t i e s  
A ct, 1968.

C o n s t i tu t io n  of New C o-operatives  or Re-Establishment of
the Old Co-operatives?

The new law i s  a compromise between advocates o f  the 
re -es ta b lish m en t  of  c o -o p era t iv e  s o c i e t i e s  as they e x i s t e d  
before  1975, which were d is so lv e d  in  1976 and the a s s e t s  of 
which were taken over by d i f f e r e n t  governmental, p a r a s ta ta l  
and Party agencies  on the one hand (6 )  and advocates of
e s t a b l i s h in g  new s o c i e t i e s  on the o th er .

The c lea r  option of the Party which, according to  the  
C o n st itu t io n  of 1977 ( A r t ic le  3 ) ,  has supremacy over a l l
i n s t i t u t i o n s  and a l l  p o l i t i c a l  and governmental a c t i v i t i e s
in  Tanzania, i s  in favour of the es tab lishm ent of  new types
of co -o p e r a t iv e s  and of new c o -o p e r a t iv e  s tr u c tu r e s  which 
are not p r iv a te  business  o r g a n isa t io n s  and instruments for  
s o c i a l i s t  co n s tru c t io n ,  which have as th e ir  main purpose the  
b u ild in g  of so c ia l ism  in the country.

According to  o f f i c i a l  sta tem ents  made during the 
parliamentary debates on the new C o-operative  S o c i e t i e s  Act,  
1982, the newly formed s o c i e t i e s  were to be based on
v i l l a g e s  and expected to play a c r u c ia l  r o le  to  ensure  
increased  a g r ic u l tu r a l  production. The new c o -o p e r a t iv e s
would not act  as marketing organs as was the case with the
previous s o c i e t i e s ,  but rather be the organs of fo s t e r in g  
the development of c o -o p era t iv e  farming and improving the
co n d it io n s  of th e ir  members. They would conduct th e ir  
a f f a i r s  under the guidance and su p erv is io n  of the Party .
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The Issu e  I s  confused by the fa c t  that I t  i s  the o f f i c i a l l y  
s ta te d  p o l i c y  to  r e - e s t a b l i s h  the reg ion a l co -o p era t iv e  
unions but not t h e ir  base a t  the v i l l a g e  l e v e l ,  i . e .  the 
primary c o -o p e r a t iv e s  as they e x is t e d  e a r l i e r .  This may not 
be p o s s i b l e ,  because with the n ew ly -e s ta b lish ed  
c o -o p e r a t iv e s  at  the v i l l a g e  l e v e l  the r e -e s ta b l i s h e d  
r eg io n a l  or d i s t r i c t  unions w i l l  be d i f f e r e n t  from the ones 
that  were d is s o lv e d  in  1976.

The p o l i t i c a l  d is c u s s io n s  about r e - e s t a b l i s h in g  the old  
c o -o p e r a t iv e s  or e s t a b l i s h in g  new ones has been decided in  
favour of  e s t a b l i s h in g  new co -o p era t iv e  s o c i e t i e s  which 
w i l l  be s p e c ia l  types of o rg a n isa t io n s  fo r  the 
implementation of the p o l ic y  of s o c ia l ism  and s e l f - r e l i a n c e  
( c . f .  long t i t l e  of  the Co-operative S o c i e t i e s  Act of 
1982). This option  i s  underlined in s e v e r a l  s e c t io n s  of 
the C o-operative  S o c i e t i e s  Act, 1982, e . g .

-  S ec t io n  4

" . . .  the S o c ie ty  s h a l l  be operated d em o cra t ica l ly  on 
the b a s is  of the p r in c ip le s ,  methods and procedures  
of c o -o p e r a t io n .  I t  s h a l l  thus s t r i v e  in accordance 
w ith  i t s  dem ocratic , s o c i a l i s t  and co -o p e r a t iv e  
outlook  -

(a )  to  a c c e le r a te  the b u ild in g  of s o c ia l i s m  by 
bringing  about s o c i a l i s t  development both in  
rural and urban areas;

(b) to  f o s t e r  the development of  co -o p e r a t iv e
farming in  rural areas . . . " .  (See a ls o  
s e c t io n s  18 (2)  ( e )  and 29 (1 )  ( i )
C o-operative  S o c i e t i e s  Act, 1982.

-  S e c t io n  7

"The M in ister  s h a l l  take such measures as he deems 
necessary  fo r  the encouragement . . .  o f  the 
o r g a n isa t io n  of co -o p era t iv e  s o c i e t i e s  as a means of
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(b) co n tr ib u t in g  to  the economy an in creased  
measure of s o c i a l i s t  ownership and dem ocratic
co n tro l  of  economic a c t i v i t i e s  . . . "

On the other hand, a la rg e  number of p r o v is io n s  of the  
Co-operative S o c i e t i e s  A ct, 1982 are c le a r ly  based on the
model of a co -o p era t iv e  s o c i e t y  as a p r iv a te  s e l f - h e l p  
o rg a n isa t io n ,  i . e .  a n o n - e x p lo l t a t iv e  group a c t i v i t y  under
the leadersh ip  and co n tro l  o f  i t s  members to  take over such
a c t i v i t i e s  in the economy which e a r l i e r  were misused to  
e x p lo i t  small producers, i . e .

supply with in p u ts  ( s e c t io n s  18 (2 )  ( b ) ,  29 (2 )
(b) C o-operative S o c i e t i e s  Act, 1982);

cr e d it  ( s e c t io n  7 ( c )  C o-operative  S o c i e t i e s  Act,
1982);

marketing ( s e c t io n  7 (d) , 27 (1 )  ( f ) ,  29 (3 )
C o-operative S o c i e t i e s  Act, 1982);

transport ( s e c t io n  18 (2 )  (h) ( 1 ) ,  29 (2 )  (a)
C o-operative S o c i e t i e s  Act, 1982);

w h o lesa lin g  ( s e c t io n  18 (2 )  ( a ) ,  (3 )  C o-operative
S o c i e t i e s  Act, 1982).

The d e f in i t i o n  of the terra "Co-operative Soc ie ty"  in  
s e c t io n  2 of the C o-operative  S o c i e t i e s  Act, 1982, which 
corresponds to the d e f i n i t i o n  g iven  in  para 12 (1 )  (a )  of  
Recommendation No. 127 of the I n te r n a t io n a l  Labour 
conference (7)  d escr ib es  the C o-operative  S o c ie ty  as:

"an a s s o c ia t io n  of persons who have v o lu n t a r i ly  jo in ed  
together  for  the purpose of  a ch iev in g  a common end 
through the formation o f  a d e m o c r a t ic a l ly -c o n tr o l le d  
org a n isa t io n  and who make e q u ita b le  c o n tr ib u t io n s  to  
the c a p i t a l ,  i f  any, required for the formation of such 
an o rg a n isa t io n  and who accept the r i s k s  and the
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b e n e f i t s  of the undertaking in  which they a c t iv e ly  
p a r t ic ip a t e " .

According to  s e c t io n  8 (a)  C o-operative  S o c i e t i e s  A ct, 1982 
the M in is ter  s h a l l  ta k e ,  au th o r ise  or approve such measures 
as he deems necessary  to;

" a s s i s t  the o r g a n isa t io n  of c o -o p e r a t iv e  s o c i e t i e s  
among persons or groups of persons who d e s ir e  to  
provide them selves w ith ,  or to  market commodities or 
s e r v ic e s  or both , on a c o -o p e r a t iv e  s e l f - h e l p  b a s is" .

Furthermore, the M in is ter  s h a l l  d issem in a te  inform ation  
r e la te d  to  c o -o p e r a t iv e  development, so as to:

" . . .  promote i n t e r e s t  in  and understanding of 
c o -o p e r a t iv e  p r in c ip le s  and p r a c t ic e s  w ith  the view to  
the encouragement of the o r g a n isa t io n  of c o -o p e r a t iv e  
s o c i e t i e s  based on s e l f - h e l p " .  (S e c t io n  9, C o-operative  
S o c i e t i e s  Act, 1982).

In s e c t io n  61 (1)  a s o c i e t y  which may be r e g i s t e r e d  under 
the C o-operative  S o c i e t i e s  Act, 1982 i s  def ined  as one:

" . . .  which has as i t s  o b je c t s  the promotion o f  the 
economic and s o c i a l  I n t e r e s t s  of  i t s  members by means 
of a common undertaking based upon mutual a id  and which 
conforms to the co -o p e r a t iv e  p r in c ip le s

This mix of l e g a l  p r o v is io n s  r e f l e c t i n g  two d i f f e r e n t  
concepts o f  c o -o p e r a t iv e  s o c i e t i e s  in  one and the same law 
makes i t  d i f f i c u l t  to  come to  a c le a r  and c o n s i s t e n t  p iece  
o f  l e g i s l a t i o n .

General Law fo r  a l l  Types of  C o-op era tives  w ith  S p ec ia l  
P ro v is io n s  fo r  S p e c ia l  C ategories  of  S o c i e t i e s

There i s  s t i l l  another c o n f l i c t  of id eas  contained in  the 
new C o-operative  S o c i e t i e s  Act, 1982. The new law i s  meant
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to  cover a l l  types of c o -o p e r a t iv e s  both in  rural and urban 
areas in c lu d in g  a g r ic u l tu r a l  m ultipurpose co -o p e r a t iv e s  
( s o c i e t i e s  for  rural development, s e c t io n s  22 -  30) ,
in d u s tr ia l  c o -o p e r a t iv e s  ( s e c t i o n s  31 -  AO), c r e d it
s o c i e t i e s  ( s e c t io n s  A1 -  54) and consumer s o c i e t i e s
( s e c t io n s  55 -  60 ) .

While there are some s p e c ia l  p r o v is io n s  fo r  each category of 
s o c i e t i e s  ( fo l lo w in g  the example o f  the Co-operative
S o c ie t i e s  Act of Zambia, 1970),  the main body of the law 
(Parts  I -  IV and Parts VI -  XVIII) i s  a p p l ic a b le  to a l l  
these  s o c i e t i e s  with a few e x c e p t io n s .  Part V conta ins  
p ro v is io n s  o f  a general nature and s p e c ia l  p ro v is io n s  
re la te d  to the d i f f e r e n t  types  of  s o c i e t i e s .  S ec t io n s  14 -  
21 under the heading "Formation and O rganisation  of
S o c ie t ie s "  purport to be gen era l  p r o v i s io n s .  Y et, in two 
e s s e n t i a l  p ro v is io n s  r e g u la t in g  the v e r t i c a l  s tru c tu re  of  
the co -o p era t iv e  movement in  Tanzania ( s e c t i o n s  15 and 18 
(2)  the a t t e n t io n  of the law-makers was focused mainly on 
rural development s o c i e t i e s  or a g r i c u l t u r a l  multipurpose  
c o -o p e r a t iv e s ,  which c e r t a in ly  w i l l  c o n s t i t u t e  the bulk of 
the s o c i e t i e s ,  while two genera l  p r o v is io n s  on the v e r t i c a l  
s tru ctu re  of the co -o p era t iv e  movement ( s e c t i o n s  14 and 16) 
stand s id e  by s id e  w ith th e se  p r o v is io n s  having an 
a g r ic u l tu r a l  b ia s ,  which causes problems o f  in te r p r e ta t io n .  
Had s e c t io n s  15 and 18 (2 )  been p laced  under the s p e c ia l  
p ro v is io n s  for  rural development s o c i e t i e s ,  t h i s  confusion  
could have been avoided.

With regard to  co -o p e r a t iv e  a c t i v i t i e s  in  v i l l a g e s ,  the new 
law fo l lo w s  to  a large  e x te n t  the  model o f  the repealed  
V i l l a g e s ,  and Ujamaa V i l la g e s  ( R e g i s t r a t io n ,  D esignation  and 
A dm inistration) Act, 1975, e . g .  s e c t io n s  22, 23 and 24
C o-operative S o c i e t i e s  Act, 1982.

S ec t io n  24 (1 )  of the C o-op era t ive  S o c i e t i e s  A ct, 1982
s t ip u la t in g  automatic membership o f  a l l  a d u lt  persons
r e s id in g  or working in  a v i l l a g e  i s  e s p e c i a l l y  a
c o n tra d ic t io n  to the d e f i n i t i o n  o f  the term "Co-operative  
Society"  in  s e c t io n  2 of  the A ct,  where voluntary
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membership i s  quoted as a c h a r a c t e r i s t i c  fea tu re  of  
c o -o p e r a t iv e  s o c i e t i e s .

When studying  the C o-operative  S o c i e t i e s  Act, 1982, the law 
g iv e s  the im pression that  some new b a s ic  p r o v is io n s  were 
added ( in  Parts I I ,  I I I  and V) to  an e x i s t i n g  t e x t  without  
adjustment of the e n t i r e  t e x t  to  the newly added p a r ts .

The unco-ordinated p a r a l l e l i s m  of general and s p e c ia l  
p ro v is io n s  and o f  p r o v is io n s  re la te d  to s t a t e - c o n t r o l l e d  and 
Party-guided c o -o p e r a t iv e s  of  the s o c i a l i s t  type on the one 
hand, and of p r o v is io n s  made for  the p r iv a te  e n te r p r is e  type  
of c o - o p e r a t iv e s ,  based on t h e ir  members' i n i t i a t i v e ,
s e l f - h e l p  and e x p e c ta t io n  o f ta n g ib le  b e n e f i t s  fo r  the  
members on the o th er ,  shows that the law i s  a compromise 
between two d i f f e r e n t  s ch o o ls  of  thought -  a compromise, 
however, which was la id  down in  w r it in g  under time pressure  
before the bargain ing  process  was completed and before a 
f i n a l  agreement was reached between the two camps.

S tr ingent Government Powers

F in a l ly ,  the new law g iv e s  government very s tr in g e n t  powers 
of s u p e r v is io n ,  d i r e c t  in te r v e n t io n  and c o n tro l  over
co -o p e r a t iv e  s o c i e t i e s ,  fo r  in s ta n ce  by empowering the  
Registrar/Commissioner to  require  primary s o c i e t i e s  to  form 
or j o in  c o -o p e r a t iv e  unions ( s e c t io n  1 9 ) ,  to  amend by-laws  
of r e g is t e r e d  s o c i e t i e s  ( s e c t io n  8 6 ) ,  to d i s s o lv e  the
committee of c o -o p e r a t iv e  s o c i e t i e s  ( s e c t io n  106) and to  
appoint a caretaker committee ( s e c t io n  107), to d i r e c t  
s o c i e t i e s  how to  in v e s t  th e ir  funds ( s e c t i o n  114 (2 ) ;  to  
conduct e n q u ir ie s  and In sp e c t io n s  ( s e c t io n s  133, 134),  to
order compulsory amalgamation or d iv i s io n  ( s e c t io n s  138, 
lAO) and to  punish s o c i e t i e s  which do not comply with h i s  
orders ( s e c t io n  169).  Such powers can e a s i l y  lead to  
o v e r - in te r v e n t io n  by the Registrar/Commissioner and h is  
s t a f f  which may bring about some degree o f  p a ss iv e  
p a r t ic ip a t io n ,  but normally do not encourage a c t iv e  
p a r t ic ip a t io n  and voluntary  involvement of the members ( 8 ) .
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The main c r i t i c i s m  of the Co-operative S o c i e t i e s  Act, 1982 
Is that I t  lack s  a c le a r  and c o n s is te n t  conceptual b a s is  and 
was drafted  under time p ressure .

I t  needs fu rth er  study and d ia logue with the farmers, to  
determine whether i t  Is  p o s s ib le  to  impose a nation-w ide  
b lu ep r in t  of s o c i a l i s t  s tru c tu res  in  v i l l a g e s  and at the 
same time to  r e - e s t a b l i s h  co -o p era t iv e  unions and to  
encourage s e l f - h e l p  and s e l f - r e l i a n c e .

Given the l im ite d  resources of government a v a i la b le  to  
f in an ce  v i l l a g e  reforms, i t  w i l l  in e v i ta b ly  p lace  more 
emphasis than h i th e r to  on the encouragement of  s e l f - h e l p  and 
to  adopt more f l e x i b l e  p atterns  for  c o -o p era t iv e  development 
based on the needs of the co -o p e r a to r s .  In order to  
m o b il ise  lo c a l  resources  for lo c a l  development the 
c o -o p e r a t iv e  law w i l l  have to be brought in to  l in e  with the 
ru le s  re ferred  to e a r l i e r  in t h i s  paper as the mechanics of 
s e l f - h e l p ,  with means to:

s t r e s s  voluntary membership of people w i l l i n g  to  
co-op era te  in  pursu it  of th e ir  own in t e r e s t  
in s tea d  of automatic membership of a l l  adult  
v i l l a g e r s ;

a llo w  some degree of m icro-planning and 
s e l f -d e te r m in a t io n  of o b j e c t iv e s ,  p r i o r i t i e s  and 
a c t io n  plans by the members them selves;

encourage and allow  v e r t i c a l  In te g r a t io n  of  
co -o p e r a t iv e s  in  l i n e  with the needs and 
a s p ir a t io n s  of the member c o -o p e r a t iv e s  ( e . g .  
allow  s p e c ia l i s e d  unions and fe d e r a t io n s  i f  the  
co -o p era to rs  so wish) rather than I n s i s t  on a 
uniform nationwide s tru ctu re  of multipurpose  
secondary s o c i e t i e s  and only  one apex 
o r g a n isa t io n .

C o n c l u s i o n s  and R e co m m e n d a tio n s
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The aim to  rev iv e  the co -o p e r a t iv e  unions i s  not l i k e l y  to 
be achieved without rev iv in g  th e ir  b a s i s ,  namely the v i l l a g e  
c o - o p e r a t iv e s .  For t h i s  purpose the p r o v is io n s  of  the Act 
and Rules r e fe r r in g  to  rural c o -o p e r a t iv e s  and the model 
by-laws fo r  rural co -o p era t iv e  s o c i e t i e s ,  which s t i l l  fo l low  
b a s i c a l l y  the same pattern  as the repea led  V i l la g e s  and
Ujamaa V i l la g e s  (R e g i s t r a t io n ,  D es ign ation  and 
A d m in istra tion )  A ct,  1975 ( 9 ) ,  have to  be re-examined.

The best  way to bring about a c o -o p e r a t iv e  law which Is at 
the same time based on a c le a r  and c o n s i s t e n t  concept,
presented  in  a l o g i c a l  order and w r i t te n  in  a language which
the ordinary c i t i z e n  can understand, i s  to  apply a method of 
law-making re ferred  to as " P a r t ic ip a t iv e  Law-making".

P a r t i c i p a t i v e  law-making means to g iv e  the  c i t i z e n s  for  whom 
the law i s  dev ised  the chance to  exp ress  t h e ir  views at
var iou s  s ta g e s  of the law-making p rocess:

a) on the concept designed fo r  the law, by
p u b l ish in g ,  c i r c u la t in g  and d i s c u s s in g  a statement  
of o b je c ts  and reasons for  the new law with the
In te n t io n  of Incorporating  Ideas emerging from 
t h i s  p u b lic  d isc u ss io n  in  the f i n a l  v e r s io n  of the  
s ta tem en t.

b) on the d ra ft  of the law prepared by l e g a l
draftsmen but a l s o  p u b lish ed ,  c i r c u la te d  and
d iscu ssed  in  d i s t r i c t ,  r e g io n a l  and n a t io n a l
workshops so as to  a l lo w  the c i t i z e n s  and
c o -o p e r a t iv e  lead ers  to f a m i l i a r i s e  them selves  
w ith  the planned new l e g i s l a t i o n  governing  
c o -o p e r a t iv e s ,  to  a i r  t h e ir  v iew s and to  adjust  
the proposed l e g a l  norms to  th e ir  own l e v e l  of 
understanding and to  th e ir  n eeds .

The c o -o p e r a t iv e  movement, represented  by I t s  apex 
o r g a n isa t io n  should s e t  up I t s  own c o -o p e r a t iv e  law reform 
committee with p r o f e s s io n a l ly - q u a l i f i e d  members to monitor
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the working of the new co -o p e r a t iv e  law and to  adv ise  the 
law-makers from time to time on l e g a l  matters that need to 
be re-examined or re v ise d .
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CURRENT DEBATES ON CO-OPERATION IN TANZANIA 

by P eter  Yeo *

Fundamental changes are being made in  the co -o p e r a t iv e s  in  
Tanzania. The I s s u e s  thrown up by th ese  changes are 
r e le v a n t  to  c o -o p e r a t iv e s  in  many c o u n tr ie s .  This paper 
r e s u l t s  from tak ing  part during August 1985 in  v igorous  
d is c u s s io n s  at a seminar fo r  c o -o p e r a t iv e  f i e l d  workers in  
the C o-operative  C o llege  In Moshl and a ls o  during informal  
m eetings in se v e r a l  primary s o c i e t i e s  in  Rombo D i s t r i c t .

At the time of Independence, w e l l - e s t a b l i s h e d  co -o p e r a t iv e s  
were marketing export crops in  the r ich er  parts  o f  the
country . In 1963, the N a t io n a l  A g r icu ltu ra l  Products Board
was created  to  handle food crops fo r  domestic consumption 
and c o -o p e r a t iv e s  were made s o l e  agents for buying at 
v i l l a g e  l e v e l .  The r e s u l t  was mushroom growth of 
c o -o p e r a t iv e s  in  areas where they had never p rev io u s ly  
f lo u r i s h e d .  They were used to d i s t r ib u t e  Government 
s e r v ic e s  to farmers. Growth ou ts tr ip p ed  the a b i l i t y  of the
members to c o n tro l  t h e i r  lea d ers  and, in  1966, a
p r e s id e n t ia l  S p ec ia l  Commission of Enquiry reported  
widespread d i s s a t i s f a c t i o n  with  c o -o p e r a t iv e s .

The Government's r e a c t io n  was to  t ig h te n  th e ir  con tro l  of 
c o -o p e r a t iv e s .  Measures included  the 1968 C o-operative  
S o c i e t i e s  A ct, which strengthened  the power o f the 
R e g is tr a r ,  and the c r e a t io n  of a U nif ied  Co-operative  
S e r v ic e ,  from which managers were seconded to  the secondary  
c o - o p e r a t iv e s .  At the same tim e, there was continued  
development of in n o v a t iv e ,  multimedia f i e l d  education for  
members and s t a f f  o f  c o - o p e r a t iv e s .

I n te r n a t io n a l  C o-operative  Training Centre,
Loughborough.
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The r e s u l t s  were mixed. Many of the c o -o p e r a t iv e s  which had 
s ta r te d  in the 1960s remained dependent on the Government. 
The gap between them and the lo n g e r - e s t a b l i s h e d  
co -o p e r a t iv e s  widened. Then, in  1975, the V i l l a g e s  and 
Ujamaa V i l la g e s  Act made each v i l l a g e  in to  a s i n g l e  l e g a l  
u n it  r e sp o n s ib le  for  both the a d m in is tr a t iv e  fu n c t io n s  of  
l o c a l  government and the commercial fu n c t io n s  h i t h e r t o  
carried  out by c o -o p e r a t iv e s .  The ru ra l primary
c o -o p e r a t iv e s  ceased to e x i s t  and, in  1976, the d i s t r i c t  and 
reg io n a l  c o -o p e r a t iv e  unions were a l s o  a b o l ish e d .

In the years which fo l lo w ed , v i l l a g e s  were supposed to  s e l l  
d ir e c t  to s ta tu to r y  crop a u t h o r i t i e s .  U n fo r tu n a te ly ,  most 
crop a u t h o r i t i e s  performed badly in  marketing the farm ers’ 
output and even worse in  supplying inputs  to  the farm ers.  
There was popular pressure  to  bring back the d i s t r i c t  and 
reg io n a l  un ions.

In 1982, a new C o-operative S o c i e t i e s  Act was p a ssed .  At 
v i l l a g e  l e v e l ,  lo c a l  government fu n c t io n s  were p a r t i a l l y  
separated from commercial fu n c t io n s  and a C o-op erative  
Development Committee was g iven  r e s p o n s i b i l i t y  fo r  the  
l a t t e r .  The crea t io n  of d i s t r i c t  and reg io n a l  c o -o p e r a t iv e  
unions was again au th o r ised .

At the time of w r i t in g ,  the rev ived  c o -o p e r a t iv e  unions are  
s t a r t in g  to  op era te .  G enera lly ,  they have been a b le  to  
regain  p o sse s s io n  of immovable c a p i t a l  a s s e t s  such as 
b u i ld in g s .  Often, they have problems recover in g  movable 
a s s e t s  and accounting records from the l i q u i d a t o r s ,  who 
fo r tu n a te ly  never completed th e ir  l iq u id a t io n  p ro ceed in g s .  
I f  c o -o p e r a t iv e s  recover money, i t  i s  l i k e l y  to  be a t  fa c e  
value  with no allowance for i n f l a t i o n .

The one a s s e t  they are recoverin g  at enhanced va lu e  i s  the  
goodw ill  of th e ir  members. I t  seems that  the f a i l u r e s  of  
the years before 1976 have been p a r t ly  f o r g o t t e n .  The 
dominant memory i s  of the s u c c e s s e s .  The r e s t o r a t io n  o f  the  
unions i s  greeted  as the return of a golden age .
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CURRENT DEBATES 

Voluntary Membership

The most Important of the current debates  Is  concerned with  
the p r in c ip le  of voluntary  membership. Under the 1975 Act,  
everybody r e s id e n t  in a v i l l a g e  was a u to m a tica l ly  a member. 
The Act passed in  1982 continued t h i s  departure from the  
g e n e r a l ly  accepted p r in c ip le s  of  co -o p era t io n  by re ta in in g  
autom atic  membership.

In March 1985, the words " sh a l l  be a member" were amended so 
that now every r e s id en t  "may be a member" but, as y e t ,  the  
amendment has not been w idely  p u b l ic i s e d  and nor have the 
consequent amendments to  other c la u se s  been made.

I f  c o -o p e r a t iv e s  are the only  channel fo r  marketing a crop,  
membership i s  not f u l l y  voluntary  for  those who depend for  
t h e ir  l i v i n g  on growing i t .  In recent t im es ,  there  has been 
a " p a r a l le l  market" in  some commodities and there  i s  some 
move towards l e g a l i s i n g  some p r iv a te  e n te r p r is e  in  
marketing. To the e x te n t  that  there are a l t e r n a t iv e  
marketing channels ,  voluntary  membership of c o -o p e r a t iv e s  
could become r e a l .

Some oppose th ese  developments on the grounds that they w i l l  
cr e a te  w a ste fu l  com petit ion  and widen the gap between those  
who can e x p lo i t  the f r e e  market and those  who cannot.  
Others welcome them on the grounds that  members are more 
l i k e l y  to  behave re sp o n s ib ly  towards a c o -o p e r a t iv e  they  
f r e e l y  choose to  j o i n .  The knowledge that u n le s s  members 
r e c e iv e  good s e r v ic e  they w i l l  take t h e ir  b u s in ess  elsewhere  
can encourage c o -o p e r a t iv e s  to  be e f f i c i e n t .

S in R le -V l l la g e  C o-operatives

As the law now sta n d s ,  s e v e r a l  v i l l a g e s  are allowed to jo in  
together  to  form a s in g le  c o -o p e r a t iv e  and s o c i e t i e s  have 
been organised on t h i s  b a s i s .  However, there are powerful
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v o ic e s  in  favour of going back, to  the 1975 ru le  that each  
v i l l a g e  should have i t s  own c o -o p e r a t iv e .  I t  i s  ob v iou sly  
true that many v i l l a g e s  are at present unable to  generate  
enough bu s in ess  to pay the sa lary  of a competent manager. 
In th ese  c a s e s ,  a s i n g l e - v i l l a g e  co -o p era t iv e  can be sa id  
not to be v ia b le .  However, some oppose c a l l i n g  a v i l l a g e ,  
in  which people have to make the only l i v i n g  a v a i la b le  to  
them, "unviable".

There i s  a r e g r e t ta b le  tendency to trea t  t h i s  as a q u est ion  
which must be s e t t l e d  uniformly for  the whole country.  
C o-operatives  u su a l ly  work b est  i f  the members of each one 
decide on the s tr u c tu r e  that s u i t s  th e ir  p a r t ic u la r
circum stances .  However, in  Tanzania as e lsew h ere ,
c o -o p e r a t iv e  d i v e r s i t y  makes some p o l i t i c i a n s  and 
bureaucrats uneasy. I t  i s  g en era l ly  accepted that  the  
d e c is io n  to a b o l ish  ALL c o -o p era t iv e  unions in  1976 was a 
m istake. I t  i s  not so g e n e r a l ly  accepted that such top-down 
blanket d e c is io n s  would c o n f l i c t  with c o -o p e r a t iv e  
democracy, even i f  they were econom ically  j u s t i f i e d .

S tatus of the C o-operative  Union of Tanzania (CUT)

During the period 1976 to  1982, the n a t i o n a l - l e v e l  body
rep resen tin g  c o -o p e r a t iv e s  was the Union of C o-operative  
S o c i e t i e s  (UCS). This was a "mass organ isation"  a l l i e d  to  
the party in  the same way as the women's o rg a n isa t io n  (UWT) 
and the youth league.

The 1982 Act r e v iv e s  CUT as the apex body for  a l l  
c o -o p e r a t iv e s .  I t  provides for the government-appointed  
Commissioner for C o-operatives  to  hand over important powers 
to  CUT and o b l ig e s  him to con su lt  with i t s  S ecretary  General 
on some other m atters .  The fa c t  that the lo c a l  co -o p e r a t iv e
unions are once again a v a i la b le  as a l in k  between the
v i l l a g e - l e v e l  prim aries and the centre could make i t  e a s ie r  
for CUT to be a democratic fed era l  body c o n tr o l le d  by i t s  
member c o -o p e r a t iv e s .  On the other hand, i t  could be 
c o n tr o l le d  by the party as was the UCS.
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Compromises are p o s s ib le  between th ese  two extrem es. I t  i s  
already decided that the Government i s  going to  hand some 
powers to CUT. The d is c u s s io n  i s  about the balance between 
p arty  co n tro l  and c o -o p e r a t iv e  co n tro l  o f  CUT.

C o-operative  Groups

No c o -o p e r a t iv e  s o c i e t y  other  than a rura l  co -o p era t iv e  
s o c i e t y  i s  allowed to  operate w ith in  a v i l l a g e  but people  
with  s p e c ia l  s k i l l s  r e s id e n t  in  the v i l l a g e  may form 
them selves in to  " co -o p era t iv e  groups" w ith in  the main 
c o -o p e r a t iv e .  For example, groups o f  women who have been 
running shops under the au sp ices  o f  UWT are being encouraged 
to  put them selves under the umbrella of th e ir  v i l l a g e  
c o -o p e r a t iv e .  So are church-based h a n d icra ft  groups.

Such a f f i l i a t i o n  has advantages for  the groups. I f  they  
have an income, they could b e n e f i t  from sharing  the favoured 
tax s ta tu s  of the c o -o p e r a t iv e .  The c o -o p e r a t iv e  has an 
o b l ig a t io n  to guarantee loans for  them. Though the groups 
must accept the "general guidance" o f  the v i l l a g e  
C o-operative Development Committee, they are e n t i t l e d  to  
re p r e se n ta t io n  on the committee.

A f f i l i a t i o n  may a ls o  have i t s  d isa d v a n ta g es .  In parts  of 
the country, women are not in  p r a c t ic e  a llow ed to  be members 
of the c o -o p era t iv e  in  which they are being asked to merge 
t h e ir  group. A lso  UWT, which r ep resen ts  the s p e c ia l  
i n t e r e s t s  of women, would lo s e  income i f  the groups i t  
i n i t i a t e d  stopped paying UWT s u b s c r ip t io n s  when they became 
part of the c o -o p e r a t iv e .  In the case of church groups, the 
c o -o p e r a t iv e s  may not be able  to  match the h e lp fu l  
s u p e r v is io n ,  and the e f f e c t i v e  communication with  the towns, 
which some churches have been provid ing  for  t h e ir  groups.

The c o -o p e r a t iv e  s o c i e t i e s  r u le s  requ ire  each group to  
maintain i t s  own funds but there  must be a danger that the 
a s s e t s  b u i l t  up by a small group w i l l  be f r i t t e r e d  away by 
the lo s s e s  of the larger  c o -o p e r a t iv e .  Even i f  money Is not
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l o s t  in  t h i s  way, member's lo y a l t y  may be. People may not 
f e e l  so committed to  a large  c o -o p e r a t iv e  as they were to  
th e ir  small group. The way in  which groups are being  
encouraged to  merge in  order to  g e t  a loan f o s t e r s  
dependence rather than s e l f - r e l i a n c e .

The balance of op in ion  seems to  be in  favour of merging the 
groups in  the c o -o p e r a t iv e s  but t h i s  may be because the case  
a ga in st  has not been adequately  con sid ered .

The Future

There i s  no easy future fo r  the rev ived  c o -o p e r a t iv e s .  The
problems that d efeated  the Crop A u th o r it ie s  have not a l l
vanished. Any marketing o rg a n isa t io n  would f ind  l i f e  
d i f f i c u l t  in the squeeze between f i n a l  p r ic e s  d ic ta te d  by 
world markets and producer p r ic e s  which must cover c o s t s  of  
production. Nobody can market without spare parts  and fu e l  
for v e h ic l e s .  The c o -o p e r a t iv e s  are sometimes expected to  
market q u a n t i t i e s  which are too small to be economic. 
S o c ia l ly - u s e f u l  p r ic in g  p o l i c i e s ,  designed to help poorer 
reg ion s ,  sometimes make i t  im poss ib le  to  cover the c o s t s  of  
marketing.

As c o -o p e r a t iv e s  meet th ese  problems, the a t t i t u d e  of 
members w i l l  be c r u c ia l  and here there  are grounds for  
optimism. The co -o p e r a t iv e  unions have been revived as a 
response to  popular p ressu re .  This i s  more hea lthy  than
im posit ion  from above. The v igorous  and well- inform ed  
debate in  the rural s o c i e t i e s  I v i s i t e d  was very  
encouraging. People spoke openly in  c r i t i c i s m  of past and 
present Government p o l i c i e s  but the d i s c u s s io n  was
co n s tr u c t iv e  and good tempered. Crop a u t h o r i t i e s  were 
c r i t i c i s e d  for not l i s t e n i n g  to  the farmers and the members 
mean to make th e ir  vo ice  heard in  the new c o -o p e r a t iv e s .  
Nobody should undervalue the s tr e n g th  which t h i s  type of  
p o l i t i c a l  awareness g iv e s  the Tanzanian c o -o p e r a t iv e s .
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RURAL CREDIT AND SAVINGS IN THE THIRD WORLD: 
A REVIEW OF THE ISSUES *

by Stephen Devereux **

The rura l  poor in  d eve lop in g  co u n tr ie s  t y p ic a l ly  lack the 
means to gen era te  the in c r e a se s  in  income necessary  to  
improve t h e i r  standard of l i v i n g .  Poverty co n stra in s  th e ir  
a b i l i t y  to  sa v e ,  and makes banks u n w il l in g  to lend to  them. 
Moneylenders o f te n  e x p l o i t  th e ir  monopoly power over the 
poor, trapping them in  'debt bondage' from which many never 
escap e .

Oxfam's exp er ien ce  in  Third World co u n tr ie s  has led them to  
conclude th a t  the popular p ercep tion  of poor people as r isky  
and uncredltworthy borrowers may be u n fa ir  and misguided. 
Given the o p p o r tu n ity ,  poor people can make as productive  
use of c r e d i t  resou rces  as w e a lth ie r  borrowers.

The next s e c t io n  o f  t h i s  a r t i c l e  d is c u s s e s  the economy of 
the poor ru ra l  household in very b r ie f  and general terms. 
The usual sources  of  c r e d i t  a v a i la b le  to those households,  
both formal and Inform al, are a ls o  d iscu ssed  b r i e f l y .  The 
bulk of the paper examines the problems faced by the rural 
poor in  o b ta in in g  c r e d i t  In somewhat greater  depth, with the  
help  of a number of case s tu d ie s  from Oxfam’ s own 
e x p e r ie n c e ,  mainly in  India  and A fr ic a .

* This a r t i c l e  i s  adapted from "A Manual of  Savings and 
Credit fo r  the Poor of  Developing Countries" an Oxfam 
p u b l ic a t io n  by Stephen Devereux and Henry Pares with  
John Best (1987)

** B a l l i o l  C o l le g e ,  Oxford
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THE POOR RURAL HOUSEHOLD AND RURAL FINANCIAL INSTITUTIONS

The Household Economy T ree . In Western economies we are 
used to th ink ing  of households and firms as separate
e n t i t i e s  with q u ite  d i f f e r e n t  a c t i v i t i e s  and o b j e c t iv e s .
Households consume what firms produce, and while  households  
may be motivated by a v a r ie ty  of  am b it ion s , firms aim 
invar iab ly  at p r o f i t  m axim isation. These g e n e r a l i s a t io n s  do 
not apply to poor households in  the Third World, where
production and consumption a c t i v i t i e s  are o ften  im possib le  
to  sep a ra te ,  and where the p r i o r i t y  i s  not 'p r o f i t
m ax im isa tion ', but simply s u r v iv a l .

I t  i s  u se fu l  to  th ink  of the poor rural household as a t r e e ,  
which draws up water through i t s  ro o ts  in  order to feed i t s  
branches. The water rep resen ts  money or a s s e t s ;  the roots  
are the var ious  sources from which cash and a s s e t s  can be 
obtained; w h ile  the branches represent the competing demands 
for any money which en te r s  the household.

The lower branches, rep resen t in g  b a s ic  needs such as food 
and s h e l t e r ,  must be s a t i s f i e d  f i r s t ,  c l o s e l y  followed by 
other unavoidable expenses l i k e  rents  and ta x e s .  S oc ia l  
o b l ig a t io n s  such as weddings, dow ries, ceremonies and g i f t s  
a ls o  have high p r io r i t y  in many s o c i e t i e s .  The h igh est  
branches are reserved for  l e s s  p r e s s in g  f in a n c ia l  needs -  
education . Investment in  a g r ic u l tu r e  or b u s in e s s ,  and 
consumption o f  'n o n - e s s e n t ia l s '  l i k e  enterta inm ent,  
c i g a r e t t e s ,  rad ios  and so on.

As far  as c r e d it  and savings are concerned, the 'household  
economy tr e e '  i l l u s t r a t e s  two Important and re la te d  p o in ts :

1) 'Productive investment In a g r ic u l t u r e '  i s  a much lower 
p r io r i ty  fo r  the poor small farmer than I t  i s  for  a 
larger  and w ea lth ier  farmer -  y e t  t h i s  i s  u su a l ly  the  
only purpose for which banks are w i l l i n g  to  extend  
loans to farmers.
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i i )  For the small farmer, d i s t i n c t i o n s  between 
'consumption' and 'production' c r e d i t ,  or between 
a g r ic u l tu r a l  and n o n -a g r icu ltu ra l  Investm ent, are o ften  
meaningless in p r a c t ic e .  This makes i t  d i f f i c u l t  for  
lenders  to ensure that loans are used in  a manner 
a cceptab le  to them, and i s  one reason e x p la in in g  th e ir  
re lu cta n ce  to lend to  poor farmers.

Credit Needs and Credit Sources

I f  a household 's  expenses exceed i t s  income in  any period ,  
then i t  w i l l  need e i th e r  to  draw on i t s  own sav in gs  from 
e a r l i e r  p e r io d s ,  or to make use of  cr e d it  from some ex tern a l  
so u rce .  The poorer the household, the more l i k e l y  i t  i s  
that  any unusually  high expenditure or low income w i l l  force  
i t  to seek f in a n c ia l  help  from an o u ts id e  su p p l ie r  o f  
c r e d i t .

I t  i s  convenient to d is t in g u is h  between two c a te g o r ie s  of  
c r e d i t  s u p p l ie r s  in  rural areas -  formal and inform al.  
Formal sources of c r e d it  include commercial and s t a t e  banks, 
post o f f i c e s  and b u ild in g  s o c i e t i e s ,  and co -o p era t iv e  
s o c i e t i e s .  Informal c r e d i t  sources inc lude  fr ie n d s  and 
r e l a t i v e s ,  la n d lo rd s ,  p r o fe s s io n a l  moneylenders, and v i l l a g e  
sav ings  and c r e d i t  groups. Each source has i t s  advantages  
and d isad van tages .

Formal c r e d i t  su p p lier s  are t y p ic a l ly  h ig h ly  e f f i c i e n t  in  
th e ir  fu n ction  o f  ' f in a n c ia l  in term ediation ' -  that i s ,  
accep t in g  savings from some c l i e n t s  (d e p o s i to r s )  and lending  
th ese  funds to other c l i e n t s  (borrowers). The i n t e r e s t  rate  
banks charge to  borrowers for t h i s  se r v ic e  i s  g rea ter  than 
that  paid to sa v ers ,  both to cover lender c o s t s  and to  
generate  a p r o f i t .

U n fo rtu n a te ly ,  the rural poor have great d i f f i c u l t y  in  
meeting th e ir  c r e d it  needs through formal lending  
i n s t i t u t i o n s .  As w i l l  be seen , commercial banks tend to  
r e je c t  a p p l ic a t io n s  for loans from poor borrowers who lack
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c o l l a t e r a l ,  whose loans are too small to be very p r o f i t a b le ,  
and who may not use c r e d i t  fo r  'income generating  p u rp o ses ' .  
The r e s u l t  i s  that many groups of people in rural a rea s ,  
such as small farmers, la n d le s s  labourers,  and small 
a r t i s a n s  and tr a d e r s ,  are v i r t u a l l y  excluded from commercial 
c r e d i t  s u p p l ie r s .  G enerally  speaking, commercial banks 
d i s l i k e  working in rural areas a l to g e th e r ,  p re fe r r in g  the 
g rea ter  p r o f i t s  and reduced discomfort of opera tin g  in  
towns.

State-sponsored  f in a n c ia l  i n s t i t u t i o n s ,  which tend to  be s e t  
up by governments in  response to the f a i lu r e  of commercial 
banks to meet rural c r e d i t  needs adequately ,  pose a 
d i f f e r e n t  s e t  of problems to  small borrowers. F i r s t l y ,  they  
tend to s p e c i a l i s e  in  extend ing  loans rather than in  taking  
d e p o s i t s ,  so that th e ir  f in a n ces  are l im ite d .  Secondly,  
they are o ften  required to  lend at subsid ised  i n t e r e s t  ra tes  
(because i t  i s  assumed that bank cr e d it  i s  too expensive  for  
the p o o r ) , but th is  merely r e in fo r c e s  the b ias  a ga in st  those  
excluded from commercial le n d e r s .

In summary, while  commercial banks o ften  have su r p r is in g ly  
l i t t l e  e f f e c t  on rura l f in a n c ia l  markets, s ta te -sp o n so red  
c r e d i t  i n s t i t u t i o n s  have an Impact which i s  s i g n i f i c a n t  but,  
by and la r g e ,  n e g a t iv e  or counterproductive . by
con cen tra tin g  on the p r o v is io n  of c r e d it  a t  d iscounted ra tes  
of i n t e r e s t ,  they make l i t t l e  co n tr ib u tion  to  the  
m o b il isa t io n  o f rural s a v in g s ,  and may even discourage  
informal mechanisms such as co -o p era t iv e  savings and c r e d it  
groups.

On the whole, then, i t  appears that e x i s t in g  f in a n c ia l  
i n s t i t u t i o n s  do not serve  the needs of the rura l  poor 
e f f e c t i v e l y  or ad eq u ate ly .  In the main s e c t io n  of th is  
a r t i c l e ,  Oxfam's wide range of experience  w ith c r e d it  
programmes in the Third World i s  drawn on to h ig h l ig h t  some 
of the problems touched on above in  more d e t a i l ,  and to  
in d ic a te  ways of overcoming these  o b s ta c le s  which have been 
s u c c e s s f u l ly  tr ie d  in  s p e c i f i c  c a se s .
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PROBLEMS OF CREDIT AND SAVINGS FOR THE RURAL POOR

In the Oxfam c r e d it  and savings manual, sev era l  c a te g o r ie s  
of problems with the p rov is ion  of cred it  programmes fo r  the 
rural poor were id e n t i f i e d  and d iscu ssed ,  in c lu d in g  a ccess  
to c r e d i t ,  cred itw o r th in ess ,  sav in gs , programme d e s ig n ,  and 
dependency. The Issues  ra ised  in  each of th ese  c a te g o r ie s  
w i l l  be summarised below.

Access to  Credit

Inconvenience of formal lending  i n s t i t u t i o n s .  Small farmers 
are o ften  excluded from formal cr e d it  and other  markets not 
j u s t  because they are poor, but a l s o  because of p h y s ica l  
i s o l a t i o n  -  the n earest  bank may be se v e r a l  m iles  away, 
a c c e s s ib l e  only to those who can a fford  the transport  c o s t s .  
For example, a survey commissioned by Oxfam in  Maharashtra, 
In d ia ,  found that a p p lican ts  for bank loans t y p i c a l l y  "had 
to go ten to twelve times to  the o f f i c e s  at d is ta n c e s  o f  two 
to  55 kms". P rocessing  of loan requests could take up to 
s ix te e n  months, and i f  s u c c e s s f u l ,  the farmer sometimes had 
to  mortgage h is  house, bribe o f f i c i a l s ,  and lea v e  25 percent  
o f  the loan as margin money with the bank.

By c o n tr a s t ,  lo c a l  moneylenders are found in v i r t u a l l y  every  
v i l l a g e  in  In d ia .  They open e a r l i e r  and c lo s e  l a t e r  than 
banks; they require l i t t l e  i f  any ted ious paperwork; they  
o f te n  do not demand c o l l a t e r a l ;  and they attend to  requests  
promptly, without r e ta in in g  a margin as d e p o s i t  or 
s p e c i fy in g  the purpose of the loan . In sh o r t ,  'red ta p e ' ,  
d e lays  and co n d it ion s  on loan use are much reduced ( 1 ) .

For these  reasons , many small rural borrowers p re fer  d ea l in g  
with v i l l a g e  moneylenders than with formal i n s t i t u t i o n s .  
Although moneylenders charge much higher ra te s  of  i n t e r e s t ,  
they tend to  provide a more convenient, f l e x i b l e  and 
personal s e r v ic e .  Furthermore, i f  the hidden c o s t s  of 
formal sec to r  c r e d it  are taken in to  account -  t r a v e l ,  
b r ib e s ,  paperwork, lo s s  of earnings due to absence from work
-  then the moneylender's high charges are l e s s  ex o rb ita n t  
than they appear.
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Disadvantages of  i l l i t e r a c y  and gender. Commercial banks 
tend to  be prejudiced a g a in s t  a p p l ic a n ts  who are i l l i t e r a t e ,  
because t h i s  makes completion of loan forms ted io u s  and 
awkward, and probably a l s o  because uneducated people are  
viewed as ' ign oran t'  and th ere fo re  not cred itw orthy . Women 
are a l s o  d iscr im inated  a g a in s t .  In many male-dominated 
s o c i e t i e s  ( i . e .  everywhere!) banks o ften  refuse  to deal w ith  
women at a l l .

A t r a g ic  case occurred during a drought in Nyasaland (now 
Malawi) in  1949, when banks refused  to provide loans  to  
women whose husbands had l e f t  the v i l l a g e  in search o f food.  
The r e s u l t  was a famine whose e f f e c t s  were concentrated on 
women and ch ild ren  in  female-headed households.

There are ways around both forms o f  d isc r im in a t io n ,  however. 
A case  in  point i s  that  o f  the Self-Employed Women's 
Co-operative of Ahmedabad, India (or SEWA). R ecognising the  
d i f f i c u l t i e s  that women have in  obta in ing  s e r v ic e  from 
conventional banks, SEWA s ta r te d  i t s  own co -o p era t iv e  bank 
in  1973.

In order to overcome the problem of I l l i t e r a c y  among i t s  
c l i e n t s ,  the bank's sav in gs  books each include a photograph  
of the c l i e n t  holding her own account number. Bank s t a f f  
a ls o  ex p la in  v e r b a l ly  procedures fo r  d e p o s i t in g  and 
withdrawing funds to those  who cannot read or c a l c u la t e  
th e ir  b a lances .

Loan l e g i s l a t i o n  which d e te r s  l e n d e r s . Governments have 
tr ie d  sev era l  methods o f  ch a n n e l l in g  more c r e d i t  to the  
poorest  s e c t io n s  of s o c i e t y .  Includ ing  l e g i s l a t i n g  low 
i n t e r e s t  ra tes  or loan quota r e s t r i c t i o n s .  U n fortu n ate ly ,  
the e f f e c t  of these  w e l l - in t e n t io n e d  e f f o r t s  i s  fre q u e n t ly  
minimal at best  and cou n ter -p rod u ctive  at  worst. I f  banks 
see poor borrowers as t h e ir  r i s k i e s t  c l i e n t s  ( r i g h t l y  or 
wrongly) then they w i l l  want to  charge them the h ig h e s t  
In te r e s t  r a te s .  Forcing banks to charge very low r a te s  of  
In te r e s t  w i l l  reduce th e ir  in c e n t iv e  to  lend to the poor.
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S im i la r ly ,  imposing r e s t r i c t i o n s  on loan s i z e s ,  or requ ir ing  
banks to make a ce r ta in  proportion of th e ir  loans in  rural  
ar^eas, has the in te n t io n  o f  making more bank c r e d it  
a v a i la b le  to the poor, but ra re ly  ach ieves  t h i s  in  p r a c t i c e .  
Bank managers who view poor a p p lica n ts  as p o t e n t i a l l y  
loss-making w i l l  see to i t  that th e ir  loan req u ests  are  
processed extremely slow ly; w hile  loan quotas can be 
circumvented by making a number of small loans to a s in g le  
large  borrower, rather than to many poor borrowers.

The rea l  problem fac ing  the poor borrower i s  that  of  g e t t in g  
a ccess  to s u f f i c i e n t  cr e d it  when needed -  not whether that  
c r e d i t  i s  su b sid ised  or n o t .  I f  government l e g i s l a t i o n  
makes banks even l e s s  w i l l in g  to lend to the poor than they  
already are ,  then those borrowers w i l l  be l e f t  w ith  no 
a l t e r n a t iv e  to the v i l l a g e  moneylender, who may w e ll  e x p lo i t  
h is  monopoly power over them.

Creditworthiness

C o l la te r a l  requirements. I t  i s  standard p r a c t ic e  for
lenders to demand an a s s e t  or d ep o s it  as s e c u r i ty  for  loans  
made, and th is  represents a major b arr ier  for poor borrowers 
who lack  the necessary c o l l a t e r a l .  This la ck  of a s s e t s  
o fte n  forces  these people to r e ly  for th e ir  f in a n c ia l  needs 
on moneylenders, whose c o l l a t e r a l  requirements may be more 
f l e x i b l e ,  but who may a lso  e x p lo i t  th e ir  c l i e n t s '  dependence 
on them by charging high in t e r e s t  r a t e s .

Moneylenders have severa l  advantages over formal f in a n c ia l  
i n s t i t u t i o n s ,  because of the personal knowledge o f  borrowers 
and th e ir  a c t i v i t i e s  which l i v i n g  in  the same v i l l a g e  
co n fe r s ,  and th is  i s  why they are able  to  ev a lu a te  
a p p l ic a t io n s  in d iv id u a l ly ,  without demanding c o l l a t e r a l .  
This observation  was confirmed by a survey of  informal  
moneylenders in India , by Timberg and Aiyar: "Informal
f in a n c ia l  a g en c ie s ,  by and la r g e ,  concern them selves w ith  
the o v e r a l l  c red it  standing of the borrowing party rather  
the s p e c i f i c  en terp r ise  or p ro jec t  for which c r e d i t  i s  taken  
.......... We asked one broker how he e v a lu a te s  'new borrowers'
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and were to ld  that he never took them; a l l  h is  c l i e n t s  were 
c h ild ren  and grandchildren  of businessmen with whom he and 
h is  fa ther  and grandfather  had done business" ( 2 ) .

One way that a id  or development agencies  can avoid the 
problem of lack  o f  c o l l a t e r a l ,  in  g e t t in g  i n s t i t u t i o n a l  
c r e d i t  to  those they are try in g  to h e lp ,  i s  by p lac ing  
guarantees or d e p o s i t s  w ith  banks on the borrower's b eh a lf .  
Oxfam did t h i s  for  small farmers in Andhra Pradesh, Ind ia ,  
whose crops were swept away a f t e r  a cyclone in  1977. In 
t h i s  in s ta n ce  Oxfam placed  ' in c e n t iv e  d e p o s i t s '  with severa l  
banks, and persuaded them to lend up to four times t h i s  
amount to  farmers who would otherw ise  have been denied  
formal c r e d i t .

Another p o s s i b i l i t y  i s  to  f ind  an a l t e r n a t iv e  to  
conventional c o l l a t e r a l  which lenders w i l l  f ind acceptab le  
as a s u b s t i t u t e .  One such s o lu t io n  was adopted by an 
in n ovative  bank which was e s ta b l i s h e d  in  Bangladesh in  1976, 
and which aimed to lend to  p r e c i s e ly  those people whose lack  
of c o l l a t e r a l  a s s e t s  u s u a l ly  excludes them from formal 
c r e d it  markets. The Grameen Bank lends to In d iv id u a ls  who 
are formed in to  groups o f  f i v e ,  and who agree to stand  
s e c u r i ty  fo r  each o t h e r ' s  lo a n s ,  in stead  of p u tt in g  up 
c o l l a t e r a l  as in d iv id u a l  borrowers.

The su ccess  of  the Grameen Bank has so far been s ta g g e r in g .  
Within i t s  f i r s t  ten  y e a r s ,  i t  had acquired a m i l l io n  
c l i e n t s ,  a l l  from the poorer population  groups o f  rural  
Bangladesh. I t s  repayment record i s  an in c r e d ib ly  high 98 
p ercent ,  compared with the 50 percent to 60 percent achieved  
by normal commercial banks. C le a r ly ,  then, group pressure  
and the a t t r a c t io n  of continued a c c e ss  to bank c r e d it  are 
strong enough to reduce d e f a u l t s ,  and th is  bypasses the need 
for  c o l l a t e r a l  as s e c u r i t y  on lo a n s ( 3 ) .

Income i n s t a b i l i t y  o f  the rural poor. I t  i s  not ju s t  
because they lack  c o l l a t e r a l  that the rural poor appear to  
be an u n a t tr a c t iv e  p rosp ect  for  formal le n d e r s .  The
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i r r e g u la r i t y  of  th e ir  Income and expenditure p a ttern s  means 
that  repayment schedules based on regu lar  ( sa y ,  monthly) 
payments may be disrupted by any unforeseen expense or drop 
In Income. But many banks lack the f o r e s ig h t  to accept  
d ev ia t io n s  from standard procedures, se e in g  an I n a b i l i t y  to  
keep to repayment schedules  as proof of the  
uncred ltw orth lness  of  the rural poor.

Banks which are I n f l e x ib l e  with regard to u n in ten t io n a l  
d e fa u l t s  help n e ith er  them selves nor the d e fa u l t in g  
borrower. Moneylenders tend to take a ' lon ger  view' o f  such 
problems, accepting  that crops w i l l  f a l l  from t lm e - to - t lm e , 
and a llow ing  borrowers to put r ig h t  in the long-term  what 
they cannot avoid in  the short-term .

One reason for income i n s t a b i l i t y  in  rural areas i s  the fa c t  
that a g r ic u l tu r a l  production i s  s e a so n a l .  S ea so n a l i ty  means 
that  farmers o ften  require working c a p i t a l  loans to  help  
them through the lean period between h a r v e s t s .  A popular  
s o lu t io n  i s  v i l l a g e  grain banks or 'r e v o lv in g  crop lo a n s ' ,  
which Oxfam has supported from Burkina Faso in  A frica  to  
Gujarat in  In d ia .  Members of  gra in  banks borrow from a 
s to r e  of grain  before the h a r v e s t ,  and rep lace  what they  
have taken afterw ards, adding an ' i n t e r e s t  payment' to 
ensure that the s tock  i s  not d ep leted  over tim e.

Clim atic  v a r i a b i l i t y  adds to the r i s k in e s s  of a g r ic u l tu r a l  
production, which i s  a h igh ly  u nstab le  occupation at the  
b est  of t im es .  A small farmer who borrows for  working 
c a p i t a l  purposes, or to  purchase new In p u ts ,  and then 
s u f f e r s  a setback due to an unpredictab le  drought or f lo o d ,  
say ,  w i l l  probably be worse o f f  than before  -  having l o s t  
h is  output, but gained a debt.

For example, heavy monsoon ra in s  in  1983 devasta ted  crops in  
Maharashtra, In d ia .  Crop loans were made to farmers to  help  
them s t a r t  up again , but a l a t e  monsoon which delayed  
p lan tin g  of the next crop meant that some of th ese  were not 
repaid in time. To stop banks f o r e c lo s in g  on th ese  d eb ts ,  
Oxfam granted temporary bridging loans to  the farmers,  
almost a l l  of which were repaid .
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D e f a u l t s . C redit  introduced Into a community from o u ts id e  
may be trea ted  l e s s  s e r io u s ly  than f inance  which Is l o c a l l y  
generated -  l e s s  r e s p o n s i b i l i t y  i s  f e l t  for a s tr a n g e r 's
savings than fo r  a fr ie n d  or r e l a t i v e ' s .  W ilful d e fa u lt  i s  
a ls o  more l i k e l y  where c r e d i t  i s  provided by government or 
fo re ig n  aid a g e n c ie s ,  i f  th ese  sources are seen as ' s o f t  
l e n d e r s ' ,  than when a loan i s  obtained from a commercial
bank.

Various d e te r r e n ts  to d e fa u l te r s  can be b u i l t  in to  c r e d it  
schemes, apart from the obvious demand by commercial banks 
for c o l l a t e r a l .  In the case of the Grameen Bank, as 
d iscu ssed  above, group pressure provides the In cen t ive  to
c l i e n t s  to  repay, s in c e  i f  they f a i l  to do so a l l  other
members o f  t h e i r  borrower group are denied further  loans  
u n t i l  the debt has been c lea red .

Where some or a l l  of the c r e d it  i s  generated w ith in  the  
lo c a l  community i t s e l f ,  the s o c i a l  pressure to repay i s  a l l  
the g r e a te r .  The Working Women's Forum, based in the 
southern s t a t e s  o f  In d ia ,  lends to women who are members of  
Grameen-type borrower groups. To j o i n ,  each member has to  
pay in  a sm all sum every month as a saving or d ep o s it  
a g a in s t  borrowing. Loans are g iven at low ra te s  of  In te r e s t  
( 4 - 7  p e r c e n t ) ,  but i f  an in d iv id u a l  d e f a u l t s ,  her e n t ir e  
group lo s e s  e l i g i b i l i t y  for t h i s  advantageous r a te .

In any e v e n t ,  i t  seems that poor borrowers have acquired a 
rep u ta tion  f o r  uncred itw orth iness  which i s  g en e r a l ly  
undeserved. A l l  the a v a i la b le  evidence does not support the 
popular b e l i e f  that  sm a ll ,  poor borrowers in  rural areas are 
more l i k e l y  to  d e fa u l t  on th e ir  loans than are la r g e r ,  
w ea lth ier  borrowers. After  examining the data for Ind ia ,  
Avadhani concluded: "A la rg er  proportion of farmers repaid
loans among m arginal,  small and medium farmers than among
la rg e  farm ers, both in  1961-62 and 1971-72 .......... This would
imply that repayment performance of the large  c u l t iv a t o r s
was g e n e r a l ly  bad in  both periods .......... r ich  farmers had
d efa u lted  more than sm aller  c u l t iv a t o r s  in th e ir  repayment 
performance" ( 4 ) .
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Savings

Indigenous savings svstem s. I t  Is  Important fo r  development  
agen c ies  or the s t a t e  to  be aware o f 'Ind igenous' or 
' t r a d i t i o n a l '  savings and c r e d i t  systems when e s t im a tin g  a 
community's c r e d i t  needs, for  two reason s .  F i r s t l y ,  I t  Is  
c le a r ly  p refera b le  to modify or adapt e x i s t i n g  f in a n c ia l  
mechanisms than to  Introduce new ones from o u t s id e .  
Secondly, a new system may d is p la c e  e x i s t i n g  ones.  
In creasin g  dependence on o u ts id e  sou rces  o f  funds and 
perhaps d estroy in g  I n s t i t u t io n s  which f u l f i l  s o c i a l  as w e ll  
as economic fu n c t io n s .

An example of the type of c y c l i c a l  sa v in g s  and c r e d i t  groups 
which are found throughout the Third World i s  the 'n ja n g i'  
or 'd ja n g g i '  o f  Cameroon. Each member o f  a 'n ja n g i'  group 
makes regular c o n tr ib u t io n s  to  the ' p o t ' ,  which i s  then  
loaned out to a d i f f e r e n t  member each tim e, according to a 
rota devised  by the group i t s e l f .  In e f f e c t ,  those who 
r e c e iv e  the pot towards the s t a r t  of a c y c le  r e c e iv e  a loan  
which they repay in  in s ta lm en ts ,  while  those  who c o l l e c t  the  
pot towards the end are using the system as a form of  
sa v in g .

The 'n ja n g i '  system i s  a r o ta t in g  c r e d i t  and sav in gs  club  
which requ ires  n e ith er  c o l l a t e r a l  nor l i t e r a c y .  The group 
ensures that loans are repaid , and apart from m o b il is in g  
lo c a l  sav ings  re so u rces ,  performs many s o c i a l  and 
ed u cat ion a l fu n c t io n s  to o .  S im ilar  systems are found a l l  
over A fr ic a ,  South Asia and Latin America -  Includ ing  
'a r l s a n s '  in  Indonesia and ' c h i t  funds' In India  ( 5 ) .

Apparent inadequacy of r e so u r c e s . M o b i l i s in g  the la t e n t  
savings p o t e n t ia l  of a community i s  an Important component 
of any programme which aims to  be Independent and 
s e l f - s u s t a i n i n g  in  the long run. Too o f t e n ,  however, the  
poor are assumed to lack the means to  save s i g n i f i c a n t  
amounts, with the r e s u l t  that la rg e  sums of c a p i t a l  are  
in je c te d  in to  the community, to  the p o in t  where people  
sometimes become h o p e le s s ly  indebted .
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I t  l e  probably true that the very poor are u n l ik e ly  to save 
w hile  there  are more p r e s s in g  c a l l s  on th e ir  l im ited  
r e so u r c e s .  But t h i s  does not mean that they have no 
cap ac ity  fo r  sav in g  at a l l .  The problem i s  that the sums 
they can save may be so small and so irr e g u la r  that banks 
are not in t e r e s t e d  in  opening d ep os it  accounts for  them, so  
that  these  funds are simply f r i t t e r e d  away. S uppliers  of  
c r e d i t  should at  l e a s t  attempt to  m o b il ise  what saving  
p o te n t ia l  does e x i s t  in  rural a rea s ,  as w e l l  as merely 
Issu in g  lo a n s .  The Grameen Bank of Bangladesh and the
Working Women's Forum of south India require  t h e ir  members 
to  d ep o s it  at l e a s t  a nominal amount r e g u la r ly ,  in  order to  
promote the sav ings  h a b i t .

Programme Design

C o n d i t io n a l i t y . Lending I n s t i t u t io n s  tend to s p e c i f y  the 
use for  which they i s s u e  lo a n s ,  in  order, in  th e ir  v iew , to  
reduce d e fa u l t  r i s k s .  In some c a s e s ,  loans are made ' in  
kind' -  f e r t i l i s e r  or seed i s  g iven  to the borrower 
d i r e c t l y ,  in s te a d  o f  cash . This approach, intended to
prevent loans being d iv er ted  to  'non-productive' u s e s ,
assumes rather  p a t e r n a l i s t i c a l l y  that the lender knows 
b e t te r  than the borrower how a loan should be sp en t .

I t  i s  o f  course d e s ir a b le  that c r e d it  i s  in v ested  in  
a c t i v i t i e s  which r a i s e  the borrower's income and gen era tes  
the n ecessary  repayment ca p a c ity .  However, i t  i s  q u ite  
p o s s ib le  th a t  a loan which i s  apparently  wasted on
'non-productive' uses  such as consumption w i l l  improve the 
borrower's f in a n c ia l  p o s i t i o n  i n d i r e c t l y .  A case in  po in t  
i s  the ' l i b e r a t i o n  loan s '  provided through Oxfam to  the  
fishermen of K ottar ,  in  Tamil Nadu, In d ia ,  as descr ibed  in  
an Oxfam p ro jec t  b r ie f :

"The fishermen are poor, th e ir  earnings are u n cer ta in ,  they  
have no s e c u r i t y ,  and only a few have th e ir  own n ets  and 
b o a ts .  They have to  borrow from lo c a l  merchant moneylenders 
in  order to  buy a net or a catamaran with the co n d it io n  that
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they must s e l l  th e ir  catch to the merchant who financed them 
and who pays considerab ly  below the market p r ic e  of the  
f i s h .  Loans can carry up to 100 percent I n t e r e s t ,  and when 
the fishermen need money to  buy new equipment, for  a 
marriage or even for food in  the lean season , they are 
ob liged  to borrow fu r th e r .  Thus the fishermen are caught in  
a net of poverty and are e x p lo i te d  by the merchants to whom 
they are c o n s ta n t ly  in  debt".

In order to end the f isherm en's  dependence on the merchant 
moneylenders, the Kottar S o c ia l  S erv ice s  S o c ie ty  encouraged 
the formation of c o -o p e r a t iv e s  to a c t  as marketing o u t le t s  
and sav ings  banks -  but membership was c o n d it io n a l  on the  
fishermen being free  of debts! A fter  Oxfam had placed a 
d ep o s it  as s e c u r i t y  with a lo c a l  bank, i t  provided loans to  
the fishermen at moderate i n t e r e s t  ra te s  so that they could  
pay o f f  the moneylenders and s e l l  th e ir  ca tches  on the open 
market at  f a i r  p r i c e s .  Within two years they had a ls o  paid 
o f f  th e ir  debts  to  the bank, and were admitted as f u l l  
members of the c o -o p e r a t iv e s .

Credit a lone i s  not enough. A development programme which 
in c lu d es  c r e d i t  as one of i t s  components must be supported  
by adequate and appropriate inputs  i f  i t  i s  not to f a i l  and 
lea v e  i t s  p a r t ic ip a n t s  no b e t te r  o f f  then b efo re ,  at b e s t ,  
and c h r o n ic a l ly  indebted , at  w orst .  In the case  of 
a g r ic u l t u r e ,  improving access  to c r e d i t  without crea t in g  
a c c e s s  to other n ecessary  inputs and markets at the same 
time can be a rec ipe  for d i s a s t e r .

An Oxfam advisor  in  Zaire summed up the i s s u e s  in  a p o l ic y  
paper in  1975: "To have a s u c c e s s fu l  c r e d i t  programme, i t  
w i l l  have to  be an in te g r a l  part of  a rural development 
programme: i . e .  there must be supporting s e r v i c e s ,  a v ia b le  
market, p r ic e  in c e n t iv e s ,  good in fr a s tr u c tu r e  and ex ten s ion
s e r v i c e s ..........Many c r e d i t  programmes in  deve lop ing  cou n tr ies
have f a i l e d  because some of th ese  p o in ts  have been 
n eg lec ted " .
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A r e la te d  po in t  Is  that agen c ies  which operate In rural 
communities should be s e n s i t i v e  to the broad Im p lica t ion s  of 
th e ir  I n te r v e n t io n .  For example, providing cheap c r e d i t  as 
an a l t e r n a t iv e  to  that  provided by an e x p lo i t a t iv e  
moneylender Is  myopic I f  the moneylender i s  a l s o  a c t iv e  in  
other lo c a l  markets -  I f ,  fo r  in s ta n c e ,  he provides  
employment or buys produce from the small farmer. Driving  
such a moneylender out of  b u s in ess  without ensuring that  
adequate replacements e x i s t  for  h is  other fu n ct ion s  can 
cr e a te  more problems than I t  s o lv e s .

Training in  the  ad m in is tra t io n  o f  c r e d i t  programmes. One 
Input which I s  a b s o lu te ly  c r u c ia l  to  a s u c c e s s fu l  c r e d i t  
and/or sav ings  scheme i s  t r a in in g  in  f in a n c ia l  tech n iq u es ,  
such as b a s ic  book-keeping. The e f f i c i e n t  ad m in is tra t io n  of  
any bank or f in a n c ia l  i n s t i t u t i o n  requ ires  at  the very l e a s t  
that accurate  records of  d e p o s i t s  and withdrawals are k ep t.  
Training l o c a l  people  to  run th e ir  own banks or c r e d it  
unions reduces dependence on moneylenders and unsympathetic  
commercial or s t a t e  banks. While the b e n e f i t s  of investment  
In tr a in in g  are l e s s  ta n g ib le  than Investment in  more 
' v i s i b l e '  development p r o j e c t s ,  those b e n e f i t s  are long-term  
and w ide-ranging .

A case in  po in t  i s  provided by the c r e d i t  unions of  West 
A fr ic a .  The c r e d i t  and sav ings  c o -o p e r a t iv e s  organised by 
v i l l a g e  groups in some West African co u n tr ies  o f f e r  th e ir  
members the chance to  accumulate personal sav ings and enjoy  
access  to a lo c a l  source of c r e d i t  at reasonable r a t e s ,  
w h i ls t  s t i l l  r e ta in in g  democratic con tro l  o f  the  
ad m in is tra t io n  and a l lo c a t io n  of group re so u r c e s .  A major 
problem for  th ese  c o -o p e r a t iv e  banks, however, has been that  
of f in d in g  a c t iv e  members who are s u f f i c i e n t l y  educated in  
o p era t io n a l  techn iques  of  f in a n c ia l  management.

The A frican C o-operative  Savings and Credit A sso c ia t io n  (or  
ACOSCA) has responded to  t h i s  need by e s t a b l i s h in g  tr a in in g  
cen tres  in  Cameroon and neighbouring c o u n tr ie s ,  where 
co -o p era t iv e  o f f i c i a l s  are taught book-keeping, a u d it in g .
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how to handle d e f a u l t s ,  community development, and general  
lead ersh ip  s k i l l s .  N ational c r e d i t  union o rg a n isa t io n s
propose students  for these  courses;  and a f t e r  tr a in in g  th ese  
stu d en ts  return to  run th e ir  l o c a l  c r e d i t  union or
c o -o p e r a t iv e  bank. Many new c r e d i t  unions have been
e s ta b l i s h e d  In West and Central A frica  as a r e s u l t  o f  the  
su ccess  of  th ese  tr a in in g  c e n tr e s .

R e p l ic a t io n  o f  e x i s t i n g  power s t r u c t u r e s . A problem with  
many new c r e d i t  schemes which aim to remedy the d e f i c i e n c i e s  
of e x i s t i n g  f in a n c ia l  i n s t i t u t i o n s  i s  that  they may mirror  
the power and s ta tu s  r e la t io n s h ip s  which already e x i s t  
w ith in  communities. Credit p r o je c t s  which in vo lve  the poor 
by being adm inistered through c o -o p e r a t iv e s  or l o c a l l y  
manage c r e d i t  unions can be seen as a th rea t  by those  in  
p o s i t io n s  of  power. A common r e a c t io n  i s  fo r  the r ich  and 
powerful to  try  to sabotage the p r o je c t  a l to g e th e r ,  or e l s e  
to manipulate i t  to th e ir  own advantage. This problem was 
encountered in  an Oxfam development programme in  West 
O r issa ,  India (known as Oxworp for  s h o r t ) .

Oxworp, which included various c r e d it -b a se d  schemes, aimed 
to  a s s i s t  the development of an e n t ir e  reg ion  of Orissa  
S t a t e .  I t  was implemented through management committees,  
which were to be s e t  up In s e le c t e d  v i l l a g e s  and run by the  
l o c a l  p eo p le ,  so that lo c a l  needs were c o r r e c t ly  id e n t i f i e d  
and addressed.

An ev a lu a t io n  report l a t e r  revealed  that  many management
committees simply r e f l e c te d  lo c a l  power or c a s te  
h ie r a r c h ie s ,  and that they tended to  be dominated by 
in d iv id u a ls  whose motives were se lf-advancem ent,  not  
community development. The report mentions the s i t u a t io n  in  
one p a r t ic u la r  v i l l a g e  committee, where: "It  did not go
unnoticed that the p r in c ip a l  o f f i c e  bearers were able  to  
adopt a more a f f lu e n t  l i f e s t y l e ,  and t h i s  tended somewhat to  
d estro y  the confidence that the membership had in  them".

I t  seems, th e r e fo r e ,  that i t  might be j u s t  as d i f f i c u l t  to
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make c r e d i t  a v a i la b le  to  the poor through lo c a l  I n s t i t u t i o n s  
l i k e  c o -o p e r a t iv e s  as I t  I s  through commercial banks.  
Corruption, nepotism and I n e f f i c i e n c y  In lo c a l  I n s t i t u t i o n s  
can present o b s ta c le s  as Insurmountable to  the poor borrower 
as bureaucratic  in d i f f e r e n c e  or moneylender e x p l o i t a t i o n .

Dependency

Impediments to  s e l f - s u f f i c i e n c y . As a development agency,  
most of Oxfam's p r o je c t s  in v o lv e  handouts or su b s id is e d  
In p u ts .  While such a s s i s t a n c e  may seem worthwhile in  the  
sh ort-term , I t  may a l s o  in h i b i t  rather  than promote the  
u lt im a te  o b j e c t iv e  o f  a l l  development programmes -  
s e l f - s u f f i c i e n c y  fo r  i t s  r e c i p i e n t s .  Providing a loan to  
anyone whom a bank would re fu se  to  accept as a c l i e n t  i s  
e f f e c t i v e l y  s u b s id ise d  c r e d i t ,  as i s  p la c in g  an ' I n c e n t iv e  
d e p o s i t '  w ith  a bank to induce i t  to lend to  the poor. One 
o f  Oxfam's F ie ld  D ir e c to r s  summed up t h i s  dilemma n e a t ly :  
"The important q u est ion  fo r  Oxfam i s  whether we are r e a l ly  
doing a group a favour by g iv in g  i t  a ' s u b s id i s e d '  loan  i f  
our aim i s  to  g e t  them used to the com p etit ive  commercial 
world, or are we merely postponing the day when they have 
face  economic r e a l i ty ? "

I t  i s  Im possib le  to  g e n e r a l i s e .  Some ' in c e n t iv e  d e p o s i t s '  
have i n i t i a t e d  permanent r e la t io n s h ip s  between poor borowers 
and banks, w hile  o thers  have created  a dependence by both  
banks and borrowers on an interm ediary agency. What i s  
c e r ta in  i s  that any programme which promotes dependence 
rather than Independence should be avoided, w h ile  in p u ts  
such as t r a in in g  or e x te n s io n  s e r v ic e s  should be an I n te g r a l  
part of any development package.

I n s t i t u t i o n a l i s i n g  dependence. Credit programmes which  
n e ith er  develop l o c a l  mechanisms fo r  sa v in g ,  nor t r a in  the  
b e n e f i c ia r i e s  to p a r t i c ip a t e  in  running them th em se lv es ,  
i n s t i t u t i o n a l i s e  dependence on aid from o u t s id e  the  
community. Sometimes agen c ies  In tervene in  an e f f o r t  to  
f r e e  people from o p p ress iv e  or e x p l o i t a t i v e  r e la t i o n s h i p s .
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as in the case of  the ' l i b e r a t i o n  loan s '  described  e a r l i e r ,  
but o f te n  th is  In terv en t io n  succeeds only In s h i f t i n g  the  
focus of dependency from the c a l lo u s  e x p lo i t e r  to the 
well-meaning agency.

For in s ta n c e ,  the r e l ia n c e  of  small H ait ian  c o f f e e  growers 
on seasonal loans at 100 percent I n te r e s t  was noted by a 
l o c a l  church m iss io n .  Oxfam made a grant to the m iss ion  to  
e s t a b l i s h  a r e v o lv in g  crop loan fund to break t h i s
dependency. A fter  s e v e r a l  years of  support, however,
funding stopped when i t  became c le a r  that the m iss ion  had 
not succeeded in  b u i ld in g  e f f e c t i v e  lo c a l  c r e d i t  and sav ings  
mechanisms, and that r e l ia n c e  on a d v isers  from o u ts id e  the  
community had not been reduced. Oxfam d isco n t in u ed  i t s
support for the programme because i t  f e l t  that the m is s io n 's  
ro le  in  the community was being i n s t i t u t i o n a l i s e d .

P a r t i c ip a t io n . Governments and development a g en c ies  tend 
to approach rural communities w ith  a c o n v ic t io n  that they  
know what i s  b est  for the community's 'development' or
'm od ern isa t ion '.  Since th ese  o u ts id e  agents a l s o  c o n tro l  
the resources on o f f e r  ( c r e d i t ,  t r a in in g ,  other  in p u t s ) ,  the 
b e n e f ic ia r ie s  of the 'development programme' -  the lo c a l  
people themselves -  g e n e r a l ly  have few o p p o r tu n i t ie s  for  
p a r t ic ip a t in g  in  d e f in in g  g o a l s ,  determining procedures, or 
c o n t r o l l in g  and e v a lu a t in g  the procedures o f  the  
o rg a n isa t io n s  which supposedly represent th e ir  i n t e r e s t s .

Yet u n less  the r e a l  needs and a s p ir a t io n s  o f  l o c a l  people  
are taken in to  account, a programme designed to  help them i s  
u n l ik e ly  to ach ieve  i t s  s ta te d  ambition; nor w i l l  i t s  
b e n e f i t s  reach those who need a s s i s t a n c e  most. In f a c t ,  
experience  has shown that most p r o je c t s  which are run 
e n t i r e ly  by o u t s id e r s ,  w ith  resources  brought in  from 
o u ts id e ,  merely re in fo r c e  e x i s t i n g  forms of dependency, or 
rep lace  those dependencies with new ones.

On the other hand, the m otivation  and commitment v i t a l  to a 
p r o je c t ' s  su ccess  can be achieved i f  p a r t ic ip a t io n  and

108



a c t iv e  involvem ent In the p r o j e c t ' s  d es ig n  and operations Is  
encouraged. For example, s in c e  very poor households lack  
the resou rces  to  pay for  many o f  t h e i r  ovm b a s ic  needs, the 
l e s s  d i r e c t l y  r e s p o n s ib le  they are fo r  the a d m in is tra t ion  of 
schemes which o f f e r  them c r e d i t  fo r  'p rod u ct ive  in vestm en t' ,  
the g r e a te r  the p r o b a b i l i t y  that they w i l l  somehow or other  
d iv e r t  i t  to  o th er  u s e s .  I f  c r e d i t  schemes are to  succeed  
in  h e lp in g  the very  poor ach ieve  s e l f - s u f f i c i e n c y  and 
Independence, they must generate  a strong  commitment by the 
b e n e f i c i a r i e s  to  those  o b j e c t i v e s .

Conclusion

I t  i s  the argument of t h i s  paper that  a c c e ss  to reasonably  
priced  c r e d i t  i s  v i t a l  i f  people  w ith  few resou rces  of th e ir  
own are to  en joy  the chance o f a b e t te r  l i v e l i h o o d .  I t  has 
a ls o  been seen  that  e f f o r t s  to  s a t i s f y  t h i s  need by the 
in tr o d u c t io n  of new ways of sav in g  and o b ta in in g  c r e d i t  have 
o f te n  run in to  d i f f i c u l t i e s .  This does not mean that the 
p r in c ip l e  i s  wrong, however; many schemes have succeeded in  
r a i s in g  l i v i n g  stan d ard s ,  promoting independence and 
reducing e x p l o i t a t i o n .

An Appendix to  the Oxfam c r e d i t  and sa v in g s  manual includes  
an approach to  the i d e n t i f i c a t i o n  o f  rura l  f in a n c ia l  needs 
which are not met by e x i s t i n g  formal or informal 
i n s t i t u t i o n s .  Four c h e c k l i s t s  of  q u es t io n s  are suggesed for  
use by a g e n c ie s ,  which aim to generate  important information  
about h o u seh o ld s '  economic r e la t io n s h ip s  and t h e i r  use of 
sa v in g s  and c r e d i t ,  community s tr u c tu r e s  and i n s t i t u t i o n s ,  
and appropria te  in t e r v e n t io n s  by a g en c ies  in  rural f in a n c ia l  
m arkets.

The proposed approach can be summarised in  f i v e  s ta g e s :

1. I d e n t i f y  l o c a l  f in a n c ia l  needs f i r s t ,  before  decid ing  
on the resou rces  which might be employed to meet those  
n e e d s .
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2. Where poor access  to  c r e d i t  su p p l ie r s  prevents  lo c a l  
needs being met, in v e s t ig a t e  the p o t e n t ia l  fo r  
m o b il is in g  the community's own resources through 
sa v in g s .

3. Where indigenous resources  are c l e a r l y  inadequate,  
encourage borrowers to  make use o f  appropriate  e x te r n a l  
f in a n c ia l  markets i f  p o s s i b l e ,  and explore  methods of  
encouraging th ese  markets to  respond to l o c a l  needs.

4 .  Only consider  committing agency funds to a c r e d i t  
programme where these  markets prove unable or 
u n w il l in g  to  meet the s p e c i f i c  need i d e n t i f i e d .

5 .  In order to avoid dependency, aim to  reduce and 
e v e n tu a l ly  e l im in a te  the commitment of agency funds,  
and never a llow  the programme to become permanent or 
i n s t i t u t i o n a l i s e d ( 6 ) .

The general con c lu s ion  i s  that the r o le  o f  s m a l l - s c a le  
c r e d i t  and sav ings  schemes in  the development process  i s  
c r u c i a l ,  and h a t ,  once a d e c is io n  has been taken to  
Intervene in  lo c a l  f in a n c ia l  markets, the e f f e c t i v e n e s s  of  
that in te r v e n t io n  can be enhanced i f  the fo l lo w in g  general  
and a d m in is tr a t iv e  p o in ts  are borne in  mind:

1. Credit i s  freq u en t ly  introduced as one component of a 
broad development package, so the programme as a whole 
must be v ia b le .  I f  important Inputs are la c k in g ,  or i f  
i n s u f f i c i e n t  c r e d i t  i s  extended, the c r e d i t  element  
w i l l  f a i l  a long with  the r e s t  of  the package.

2 . Credit does not au to m a tica l ly  imply the p r o v is io n  of  
loan funds by an o u ts id e  agency. Many poor people can 
generate  th e ir  own funds through informal community 
savings schemes. A l t e r n a t iv e ly ,  a g en c ies  can induce  
formal i n s t i t u t i o n s  to  lend to the poor by a c t in g  as 
guarantors or In term ed ia r ie s .
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3 . C red it -b ased  development schemes are more l i k e l y  to 
ach iev e  t h e i r  o b j e c t iv e s  where loan r e c ip ie n t s  are 
c o n su lted  about t h e ir  needs, and a l s o  p a r t ic ip a te  
a c t i v e l y  In the programme's des ign  and ad m in is tra t io n .  
This p ro cess  o f  c o n s u l ta t io n  and p a r t ic ip a t io n  helps  
reduce problems a r i s in g  from erroneous assumptions  
about borrower n eeds , resources and c o n s t r a in t s .

4 .  A lo c a l ly - a d m in is t e r e d  c r e d it  scheme i s  o f te n  only
v ia b le  In co n ju n ction  with an adequate programme of  
t r a in in g .  Keeping accurate accounts f u l f i l s  the 
o b j e c t iv e s  o f  informing c l i e n t s ,  encouraging f in a n c ia l  
d i s c i p l i n e  and m aintaining an e f f i c i e n t  s e r v i c e ,  so an 
understanding  o f  b a s ic  book-keeping a t l e a s t  i s
e s s e n t i a l .

5. I n t e r e s t  should be charged on lo a n s ,  both to encourage
a sen se  o f  Independence on the part o f  the borrowers, 
and to  prov ide  an in c e n t iv e  for lenders  to  take on 
c l i e n t s  who they might o therw ise  regard as 
u n cred itw orth y .  A p ro jec t  which cannot support a
reasonable  ra te  of  in t e r e s t  i s  not v ia b le  for c red it  
f in a n ce  anyway.

The f i n a l  p o in t  above h ig h l ig h t s  the fundamental dilemma 
about c r e d i t  which governments and a g en c ie s  s e r io u s ly  
i n t e r e s t e d  in  a s s i s t i n g  the poor should always bear in  mind. 
Depending on who lends  to  the poor and what t h e ir  true  
m otives a r e ,  c r e d i t  can be seen as e i t h e r  a powerful to o l  of 
development or an even more powerful weapon of e x p lo i t a t io n .  
There i s  a f i n e  l i n e  between a c r e d i t  programme which meets 
the r e a l  needs o f  i t s  b e n e f i c ia r i e s  and one which traps them 
in  permanent debt bondage, repaying " in te r e s t  fo rev er ,  
c a p i t a l  never" . The in tro d u ct io n  of new sources o f  c r e d i t  
to  a poor rura l community should l i b e r a t e  poor people and 
expand t h e ir  o p t io n s  and o p p o r tu n it ie s ,  not add to  the many
problems and c o n s tr a in t s  they already fa c e .
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CREDIT CO-OPERATIVES IN SRI LANKA

by L io n e l  Gunawardana *

In Sr i Lanka c r e d i t  c o -o p e r a t iv e s  were born over three  
quarters of  a century ago . These s o c i e t i e s  which nurtured  
the ea r ly  lead ers  of  the c o -o p e r a t iv e  movement have been on 
the d e c l in e  s in c e  the l a t e  f i f t i e s ,  and very s u c c e s s fu l  
attem pts have been made to  r e v iv e  them in  recent y e a r s .  The 
purpose o f  the a r t i c l e  i s  to  bring in to  focus t h i s  r e v iv a l ,  
i t s  p r o g r e ss ,  s u c c e s s e s  and problems. Some asp ects  o f  the 
c r e d i t  programmes of the main and predominant c o -o p e r a t iv e s  
In S r i  Lanka -  the m ultipurpose co -o p e r a t iv e s  -  w i l l  be 
b r i e f l y  d escr ib ed ,  and c e r t a in  a sp ec ts  h ig h l ig h te d ,  to  draw 
le s s o n s  for  the unimpaired growth of  c r e d it  c o -o p e r a t iv e s .

B r ie f  H istory

The c o -o p e r a t iv e  c r e d i t  niovement began with the enactment of 
the C o-operative Credit S o c i e t i e s  Ordinance in  1911. The 
growth of  the movement was slow at the beginning, but the 
people grad u a lly  got accustomed to co -o p era t iv e  p r in c ip le s  
through the c r e d i t  c o - o p e r a t iv e s .  In 1921 the Ordinance was
amended to  provide fo r  the formation of secondary and
n o n -cred it  c o - o p e r a t iv e s .  A fter  that the movement grew 
f a s t e r .  In 1942 the number o f  c r e d i t  co -o p e r a t iv e s  o f  
unlim ited  l i a b i l i t y  type had r i s e n  to  1 ,519.

The c o -o p e r a t iv e  banking system began in  1929, when the 
f i r s t  c o -o p e r a t iv e  bank was r e g is t e r e d  In J a ffn a .  By 1949 
the number o f c o -o p e r a t iv e  banks rose to s i x  and the
C o-operative  Federal Bank was formed as the apex bank. In
1961 the C o-operative  Federal Bank was replaced by the

Formerly o f  the I n te r n a t io n a l  Co-operative A l l ia n c e ,  
Regional O f f ic e  fo r  South East A sia .
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P e o p le 's  Bank which was e s ta b l i s h e d  by the Government to  
serve as the bank fo r  c o -o p e r a t iv e s ,  in  a d d it io n  to  normal 
commercial banking a c t i v i t i e s .  The c o -o p e r a t iv e  d i s t r i c t  
and p ro v in c ia l  banks were absorbed in to  i t .

Under a d i r e c t iv e  from the M inistry  of A gr icu ltu re  in  1957 
the Department of C o-operative  Development s ta r te d  a "drive"  
to  form a m ultipurpose s o c i e t y  in  each v i l l a g e  in  the  
country. 3,897 m ultipurpose c o -o p e r a t iv e s  were formed by 
the end of 1958. The Department d iver ted  i t s  main a t t e n t io n  
to  multipurpose c o - o p e r a t iv e s .

By 1957 the number of c r e d i t  c o -o p e r a t iv e s  had r i s e n  to  
3,743  with  a membership o f  130 ,903 . There was s ta g n a t io n  
and d e c l in e  from 1957. 1 ,143 c r e d i t  c o -o p e r a t iv e s  were
r e g is t e r e d  during the four years that preceded 1957, and 
only  242 during the four years that fo llow ed  ( 1 ) .  The 
a v a i l a b i l i t y  of  l i b e r a l  a g r ic u l tu r a l  c r e d i t  through 
multipurpose c o - o p e r a t iv e s ,  and a g r ic u l t u r a l  production and 
s a l e  s o c i e t i e s  con tr ib u ted  g r e a t ly  to  t h i s  d e c l in e .

There was a r u le  p r o h ib i t in g  committee members from hold ing  
o f f i c e  con tin u ou sly  fo r  over three  years which has a l s o  been 
a cause for  the d e c l in e  of  many s o c i e t i e s  as they were 
deprived of the s e r v ic e s  of  ded icated  committee members who 
became i n e l i g i b l e  under the r u le .  This ru le  was resc inded  
in  1980.

Out of the 2 ,350  r e g i s t e r e d  un lim ited  l i a b i l i t y  c r e d i t  
s o c i e t i e s  only 935 were fu n c t io n in g  in 1978. In 1979 s te p s  
were taken to r e a c t iv a t e  them: seminars were conducted to
educate the members on the importance of  t h r i f t  and s a v in g s ,  
s e l f - h e l p  and mutual a s s i s t a n c e .

The R eg is tra r  of  C o-operative  S o c i e t i e s  wrote in  h i s  1937-38  
Report, "Credit con tin u es  to  be the main l i n e  of  approach 
adopted by the Department in  Introducing c o -o p e r a t io n  to the  
p eop le .  Apart from i t s  remarkable e f f i c i e n c y  as a b a t t e r in g
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ram In a t ta ck in g  p overty ,  the  grea t  ed u cative  value of 
c r e d i t  s p e c i a l l y  recommends I t  as the b est  method of  
preaching the fundamentals of  c o -o p e r a t io n .  I t  s t r e s s e s  
hon esty ,  b u i ld s  up c h a ra c ter ,  d eve lop s  s e l f - h e l p ,  in c u lc a te s  
s e r v i c e ,  d isc o v e r s  lea d ersh ip  and g iv e s  a thorough tra in in g  
in  b u s in ess  h a b its  and b u s in e ss  management"(2).

The c r e d i t  c o -o p e r a t iv e  movement entered  a "period o f  
awakening" in  1980. Many o ld  s o c i e t i e s  were r e v i t a l i s e d  and 
new ones formed. Their number rose  from 995 in  1980 to  
1,758 in  198A. D i s t r i c t  l e v e l  o r g a n isa t io n s  of  c r e d it  
c o -o p e r a t iv e s  were formed in  two d i s t r i c t s  in  1979. Several  
other d i s t r i c t s  fo l low ed  l a t e r .  The apex o rg a n isa t io n  for  
c r e d i t  s o c i e t i e s  -  The F ederation  o f  C o-operative  T h r if t  and 
C redit  S o c i e t i e s '  Union -  was r e g i s t e r e d  in  1980.

Present s tr u c tu r e  of the Movement

The c r e d i t  c o -o p e r a t iv e  movement now has a t h r e e - t i e r  
o r g a n is a t io n a l  s tru c tu re :  primary s o c i e t i e s  a t  the base ,
d i s t r i c t  unions at the middle l e v e l  and the Federation of  
T h r i f t  and Credit S o c i e t i e s '  Unions at  the n a t io n a l  l e v e l .

Primary S o c i e t i e s

Primary c r e d i t  c o -o p e r a t iv e  s o c i e t i e s  are of  two ty p e s ,  
namely un lim ited  l i a b i l i t y  s o c i e t i e s  and l im ite d  l i a b i l i t y  
s o c i e t i e s .

Unlimited L i a b i l i t y  S o c i e t i e s

The Committee on the R e-o rg a n isa t io n  of the Co-operative  
Movement in  Sri Lanka has d escr ib ed  them as fo l lo w s :  "The 
c o -o p e r a t iv e  c r e d it  s o c i e t i e s  o f  u n lim ited  l i a b i l i t y  are the 
f i n e s t  form o f  j o i n t  economic s e l f - h e l p  that one can think  
o f .  They are based on mutual knowledge and t r u s t  and they  
lend without ta n g ib le  s e c u r i t y  purely  on the b a s is  of  the 
borrower's d e p e n d a b il i ty  to  use the loan c o r r e c t ly ,  h is  
honesty  and general conduct. There are only two s u r e t ie s
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who undertake to pay up I f  the borrower d e f a u l t s .  Their  
main task  i s  to su p erv ise  the use o f  t h i s  c r e d i t .  The 
members are j o i n t l y  and s e v e r a l ly  l i a b l e  to  an unlim ited  
ex ten t  for  the debts of t h e ir  s o c i e t y .  So n a tu r a l ly  they  
are ca re fu l  about e n r o l l in g  members and admit only  the 
cred it-w orthy  judged on the above stan d ard s .  This i s  a f in e  
example of men d e s i s t i n g  from e x p lo i t in g  one an o th er 's  needs 
and in stea d  j o in in g  hands to  s o lv e  the common need. The 
work they do not only he lps  the members econom ica lly  but 
a lso  r a i s e s  th e ir  moral standards , fo r  the whole e n te r p r ise  
i s  based on human values" ( 3 ) .

O b jec t ives  -  to  s a t i s f y  the economic, s o c i a l  and c u ltu r a l  
needs of th e ir  members in  accordance w ith  co -o p e r a t iv e  
p r i n c i p l e s .  In c u lc a t in g  the hab it  of t h r i f t  and promoting 
the p r a c t ic e  of mutual a s s i s t a n c e  and s e l f - h e l p .

Functions -  to  e s t a b l i s h  funds to meet the needs of the 
members, undertaking t h r i f t  and sa v in g s  programmes, to  
provide c r e d it  to  members and to  o rg a n ise  s o c i a l  and 
c u l tu r a l  a c t i v i t i e s .

The Main D if fe r e n c e s  Between Unlim ited  and Limited  
L i a b i l i t y  Credit C o-operatives

The l i a b i l i t y  of a member of a l im ite d  l i a b i l i t y  s o c i e t y  i s  
l im ite d  to  f i v e  times the value of h is  sh a r e s .  In unlim ited  
s o c i e t i e s  the members are j o i n t l y  and s e v e r a l l y  l i a b l e  to  an 
unlim ited  ex ten t  fo r  the debts  of t h e ir  s o c i e t y .

The by-laws of l im ite d  l i a b i l i t y  s o c i e t i e s  provide for  the 
appointment of  a manager for  handling f in a n c e s ,  which i s  
done by the treasu rer  in  un lim ited  l i a b i l i t y  s o c i e t i e s .

The net surplus of a l im ite d  l i a b i l i t y  s o c i e t y  can be used 
for  paying In te r e s t  on sh a r e s .

In a l im ite d  l i a b i l i t y  s o c i e t y  a member can withdraw h is

1 1 6



shares at the end o f  the year a f t e r  the audit  o f  accounts ,  
while  In an u n lim ited  l i a b i l i t y  s o c i e t y  he can withdraw them 
only  a f t e r  two years  has p assed .

The most notab le  d i s t i n c t i o n  of  the unlim ited  l i a b i l i t y  type 
of s o c i e t y  i s  the s tro n g  bond that e x i s t s  among members 
based on mutual t r u s t  and co n f id en ce .  The p r in c ip le  of open 
membership i s  g r e a t ly  con d it io n ed  by the r e s p o n s i b i l i t i e s  of  
unlim ited  l i a b i l i t y  f o r ,  although a person has the need, 
common to  the members in  genera l  and which the s o c i e t y  seeks  
to  s a t i s f y ,  u n le s s  he i s  of exemplary character  and i s  
a b s o lu te ly  tru stw orth y ,  he cannot be admitted to  the  
s o c i e t y .

The s tru c tu re  and a c t i v i t i e s  of both un lim ited  and l im ite d  
l i a b i l i t y  types o f  s o c i e t i e s  are s im i la r .  The c o -o p e r a t iv e  
t h r i f t  and sa v in g s  s o c i e t i e s  are a ls o  o f  un lim ited  
l i a b i l i t y .  With the expansion of  membership and a c t i v i t i e s ,  
e s p e c i a l l y  a f t e r  the opening of co -o p e r a t iv e  banks (which 
w i l l  be d isc u sse d  l a t e r )  some unlim ited  l i a b i l i t y  s o c i e t i e s  
have converted them selves in to  l im ite d  l i a b i l i t y  s o c i e t i e s .  
E a r l ie r ,  the l im i t e d  l i a b i l i t y  s o c i e t i e s  were u s u a l ly  
confined to urban areas and the unlim ited  to rural a rea s .  
This d i s t i n c t i o n  i s  s lo w ly  d isap p ear in g .  More and more 
l im ite d  l i a b i l i t y  s o c i e t i e s  have been organised and a number 
of un lim ited  l i a b i l i t y  s o c i e t i e s  have been converted in to  
l im ite d  l i a b i l i t y  in  rural areas In recent y ea rs .

D i s t r i c t  Unions

Encouraging and gu id in g  the member s o c i e t i e s  in  t h e i r  saving  
and other a c t i v i t i e s ,  arranging ed ucationa l programmes for  
primary members, o r g a n is in g  new primary s o c i e t i e s ,  and 
providing a forum fo r  e x p r e ss in g  views and exchanging id ea s  
are the main o b j e c t iv e s  of  the D i s t r i c t  Unions.
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The main o b je c t iv e s  of the Federation are promotion of 
c r e d it  c o -o p e r a t iv e s ,  p r o v is io n  of knowledge, guidance and 
f in a n c ia l  a s s i s ta n c e  to  member s o c i e t i e s  and a c t in g  as 
spokesman fo r  the c r e d i t  c o -o p era t iv e  movement o f  the  
country .

In furtherance of these  o b je c t iv e s  the Federation  i s  engaged 
In o rgan is in g  c r e d i t  c o -o p e r a t iv e s ,  carrying out ed u cation a l  
and tr a in in g  programmes, conducting seminars and conferences  
for  the exchange of id e a s ,  and producing ed u cation a l  
m a t e r ia l .

A c t i v i t i e s  o f  Credit C o-operatives  

Deposits

The s o c i e t i e s  accept d e p o s i t s  from non-members as w e l l  as 
from members. The main types are members' and non-members’ 
sav ing  and f ix ed  d e p o s i t s ,  members' compulsory d e p o s i t s  (a  
borrower should have d e p o s i t s  of not l e s s  than one tenth  of 
the amount borrowed), and c h i ld r e n 's  d e p o s i t s .

At the end of 1979 the t o t a l  d e p o s i t s  in the c r e d i t  
c o -o p e r a t iv e  s o c i e t i e s  was R s.73 .1  m i l l i o n .  At the end of  
1985 i t  had r i s e n  to R s.209 .4  m i l l i o n ,  an Increase of 186.4  
percent in  s i x  y ea rs .

Loans

The main purposes for  which loans are extended are
a g r ic u l t u r e ,  l i v e s t o c k  r a i s in g ,  small bu s in ess  a c t i v i t i e s ,  
purchasing of land, house c o n stru c t io n  and r e p a ir s ,
redeeming old d e b ts ,  education  of ch i ld ren  and f e s t i v a l s .

Loans above R s .5 ,0 0 0 / -  have to be secured by ta n g ib le  
c o l l a t e r a l .  The amount of loans extended to members in 1979 
was R s .4 5 .5  m i l l i o n ,  and the f ig u r e  rose to R s.265 .6
m i l l io n  in  1985, an in crea se  of  483.7 percent in  s i x  y ea rs .

The N a t i o n a l  F e d e r a t i o n
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Table 1

Growth of Credit Co-operatives (4) 
(Unit: Rs. million)

Year/TVpe No. of Membership Share Reserves Deposits Loans during
of Society Societies Capital acaimilated the year
1955 
UhUmlted 
limited 
Thrift & 
Saving

3,145 102,907 1.4
147 12,684 2.1

385 55,956 8.9

2.4
0.4

0.1
2.9

2.3
0.4

0.6
3.3

8.1
1.8

2.5
12.4

195>
Unlimited 3,581 115,874 1.9 2.8 2.8 9.2
Limited 162 15,024 1.4 .4 .1 1.3
Thrift &
Sa\d,ng 404 66,691 9.9 .2 .7 2.0
Total 4,147 197,589 13.2 3.4 3.7 12.5
1979
Ihllmlted 910 63,361 3.4 7.0 10.6 16.3
T.imited 287)

) 140,359 22.3 5.3 62.5 29.2
Thrift & )
Saving 84)
Total 1,281 203,720 25.7 12.3 73.1 45.5
19*
Unlimited 944 62,672 3.6 7.6 11.5 20.5
I.imlted )

) 371 143,884 31.0 6.5 66.5 77.6
Thrift &)
Saving )
Total 1,315 206,556 34.6 14.1 78.0 98.1
1985
Unlimited 1,661) 265,826)

\
73.0 40.3 209.4 265.6

1,1 ml ted 555)
)
)

Thrift &
)
)

Saving 56 31.809)
Total 2,272 297,635 73.0 40.3 209.4 265.6
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The bu sin ess  volume of c r e d it  c o -o p e r a t iv e s  has been rap id ly  
in c r e a s in g  s in c e  the r e v iv a l  progranune was I n i t i a t e d  In 
1979.

Some c r e d i t  s o c i e t i e s  g ive  loans under the "M illion  Houses 
Programme" of the Government. Under t h i s  programme the  
N ational Housing Development A uthority  provides housing  
loans for  low income groups. Funds are channeled through 
the D i s t r i c t  Unions. Approval of names submitted i s  made by 
a committee of lead ers  of p u b lic  o r g a n isa t io n s  w ith  the  
D i s t r i c t  Union, which then a p p lie s  fo r  funds from the 
N ational Housing Development A uthority .  When the loans are 
approved by the Authority the funds are re lea sed  to the  
s o c i e t i e s .  The dec id ing  power regarding to  whom to lend i s  
not e n t i r e l y  with the c o -o p e r a t iv e s .

Banking O ff ic e s

T r a d i t io n a l ly  c r e d it  s o c i e t i e s  hold meetings and tran sact  
b u sin ess  in  the v i l l a g e  school or other p u b lic  p la c e ,  or in  
the homes of o f f i c e  bearers e i th e r  weekly or monthly. In 
order to overcome the problem of paucity  of  funds generated  
by way of d e p o s i t s  and to be able to  provide adequate cr e d it  
to  members, a scheme of opening banking o f f i c e s  named 
"Co-operative Banks", was i n i t i a t e d  as a part of  the 
r e a c t iv a t io n  programme, and implemented in  1979. These 
banks work during s p e c i f i e d  working hours d a i ly  with paid 
employees. Only w e ll-ru n  s o c i e t i e s  have been s e l e c t e d  for  
opera tin g  banks.

By the end of 1984 127 s o c i e t i e s  had opened banks. 118 o f  
them were surveyed by the Department o f  C o-operative  
Development. The fo l lo w in g  ta b le  shows t h e ir  p r o g r e s s (5 ) .

S ix  d i s t r i c t  unions of c r e d it  c o -o p e r a t iv e s  have opened 
d i s t r i c t  c o -o p era t iv e  banks. Four other  d i s t r i c t  unions  
have s ta r te d  in te r - le n d in g  among c r e d i t  c o -o p e r a t iv e s  as a 
f i r s t  s tep  to  opening banks. The c r e d i t  co -o p e r a t iv e s  
d ep o s it  th e ir  surplus funds with the d i s t r i c t  bank of th e ir  
d i s t r i c t  which uses th e ir  funds for lending  to  s o c i e t i e s  
needing funds.
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T a b le  2

(U nit:  Rs .1 ,0 0 0 )

Before
opening
banks

After
opening
banks

Progress %

No. o f  Members 12,653 18,214 5,561 43

Members' shares 1,299 3,049 1,750 134

Members' d e p o s i t s 6,563 14,661 8 ,098 123

Non-members'
d e p o s i t s 858 5,971 5,113 595

Investments in  
other banks 2,196 6,314 4 ,118 187

Loans to  members 6,160 16,340 10,180 165

(Note: The scheme o f  opening banks s ta r te d  in  1979.
Therefore the period that  has been a v a i la b le  fo r  each 
s o c i e t y  to ach ieve  p rogress  through c o -o p e r a t iv e  banks 
ranged from a few months to  four y e a r s .  Three s o c i e t i e s  had 
functioned  for  four y e a r s ,  16 fo r  three  y e a r s ,  17 fo r  two 
years and the r e s t  for  l e s s  than two y e a r s ) .

With the opening o f  banks, fundamental changes in  the  
in te r n a l  working o f the s o c i e t i e s '  management and accounting  
systems have been made. The fa c t  that  they have a f ix ed  
place  of work and regular  working hours has been a po in t  of 
a t t r a c t io n .  C ertain  s e c t io n s  of the people  who were not 
a ttr a c te d  to  the c r e d it  c o -o p e r a t iv e s  e a r l i e r  have jo in ed  
them. The name "Co-operative Bank" too has g iven  the 
s o c i e t i e s  a new s t a t u s .
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Repayment In Credit C o-operatives

The repayment p o s i t io n  In c r e d i t  c o -o p e r a t iv e s  In the  
e a r l i e r  days was good. In un lim ited  l i a b i l i t y  c r e d i t  
c o -o p e r a t iv e s  loan re c o v e r ie s  were e x c e l l e n t ,  for  i t  was 
pointed out by the R eg istrar  in  1948 that over R s . l4  m i l l io n  
had been le n t  to and recovered from these  small s o c i e t i e s  
with a lo s s  of only R s .4 ,0 0 0 ,  an almost in c r e d ib le  record in  
view of subsequent developm ents"(6).

The main reason for the good repayment p o s i t i o n  i s  that  the 
loans are not financed by the Government, no p o l i t i c a l  
in f lu e n c e  i s  brought to bear on the s o c i e t i e s  in  granting  or 
recovering  o f  lo a n s ,  and the mutual knowledge and tr u s t  
among members compel them to repay what i s  borrowed out of 
the d ep os it  co n tr ib u t io n s  of f e l lo w  members.

J o in t  Purchases

Some s o c i e t i e s  are engaged in  j o i n t  purchases of
a g r ic u l tu r a l  inputs  and other requirements of members on 
th e ir  b e h a lf .  These goods are d i s t r ib u t e d  among the
members at c o s t  p r ic e .

S o c i a l ,  C u ltural and Welfare Work

In order to help  the members to lead a b e t te r  and f u l l e r  
l i f e  c r e d it  s o c i e t i e s  are engaged in  s o c i a l ,  c u l tu r a l  and 
w elfare  a c t i v i t i e s  such as m aintaining p re -sch oo l c la s s e s  
for  c h i ld r e n ,  Sunday sch o o ls  fo r  teach in g  r e l i g i o n ,  
d i s t r ib u t io n  o f  fr e e  school books, arranging t u i t i o n  for  
students  In h igher  c l a s s e s ,  medical a s s i s t a n c e  schemes, road 
b u i ld in g ,  org a n is in g  stage  p la y s ,  m u sica ls  e t c .  The primary 
s o c i e t i e s  conduct educationa l programmes fo r  members at  the 
base or v i l l a g e  l e v e l .  Training and ed u cation a l programmes 
at d i s t r i c t  l e v e l  for  members, lea d ers  and employees are  
conducted by the d i s t r i c t  unions in  c o l la b o r a t io n  with the 
Department of Co-operative Development.
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The c o -o p e r a t iv e s  in  Sri Lanka, as i s  the case in a l l  
develop ing  c o u n tr ie s ,  are to  a grea ter  or l e s s e r  ex ten t  
c o n tr o l le d  by the Government. The most undesirable  contro l  
i s  through nomination to  the Board of D ir e c to r s .  Credit 
c o -o p e r a t iv e s  in  Sr i Lanka are f r e e  from th is  type of 
c o n tr o l .  Government in te r v e n t io n  i s  through a u d it ,
promotional and su p erv isory  f u n c t io n s .  At present the
str u c tu r e  of  the c r e d i t  movement i s  complete with d i s t r i c t  
unions and the N ationa l F ed era t ion ,  and promotional work i s  
being undertaken by the movement with a c t iv e  co -o p era t iv e  
departmental a s s i s t a n c e .

A g r ic u ltu r a l  C redit A c t i v i t i e s  of  Multipurpose  
C o-operatives

Up to 1947 the c o -o p e r a t iv e  c r e d it  s o c i e t i e s  were the only  
source of  c o -o p e r a t iv e  c r e d i t  to  the peop le .  When the 
Government s ta r te d  a food production campaign in 1947 a f te r  
the food shortages  during the Second World War co -o p era t iv e  
a g r ic u l t u r a l  production and s a le  s o c i e t i e s  (CAPS) were 
entrusted  with a g r ic u l t u r a l  len d in g .  From 1957 multipurpose  
c o -o p e r a t iv e  s o c i e t i e s  (MFCS) became the main channel of 
government c r e d i t  to farm ers. The source of c r e d i t  for  the 
s o c i e t i e s  was the Department of  Agrarian S erv ices  e a r l i e r ,  
and from 1967 the P e o p le 's  Bank. Various c r e d i t  schemes 
financed  by the Government have been implemented to  provide  
production c r e d i t  by th ese  s o c i e t i e s .

These Government-financed "Expanded Credit Schemes" 
i n i t i a t e d  in  1963-64, "New A g r icu ltu ra l  Credit Scheme" in  
1967-68 and "Comprehensive Rural Credit Scheme" in  1972 were 
a l l  Intended to provide adequate and t im ely  c r e d it  to  
farmers to a s s i s t  them in  improving th e ir  production and 
in c r e a s in g  t h e ir  incomes. The Comprehensive Credit Scheme 
recogn ised  the need to lend for consumption purposes as 
w e l l .

G o vern m en t C o n t r o l  an d  A s s i s t a n c e
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Under the Expanded Credit Scheme of 1963-64 lo a n s  were g iven  
to  n o n -d e fa u lt in g  members of d e fa u l t in g  s o c i e t i e s .  The 
corporate r e s p o n s i b i l i t y  for the borrowings of a s o c i e t y  was 
se t  a s id e .  From 1967-68 when the new a g r ic u l t u r a l  c r e d i t  
scheme was in troduced , loans Issued by the P e o p le 's  Bank 
were guaranteed by the Central Bank of Sr i Lanka and 75 
percent of the amount of any loan not recovered w ith in  a 
reasonable period was made good by the Central Bank.

In 1973 the Government granted loan d e fa u l t e r s  a th ree  year 
ex ten s io n  period to  repay th e ir  a r r e a r s ,  and made them 
e l i g i b l e  for fr e sh  loans "to encourage the c u l t i v a t o r s  to  
repay th e ir  loa n s;  as a further  in c e n t iv e ,  the i n t e r e s t  of  
overdue loans was frozen" ( 7 ) .

From 1973 c o -o p e r a t iv e  rural banks s ta r te d  fu n c t io n in g  as  
the c r e d it  departments of multipurpose c o -o p e r a t iv e  
s o c i e t i e s .  In a d d it io n  to t h e ir  own c r e d i t  a c t i v i t i e s  
Government-financed a g r ic u l tu r a l  c r e d i t  was extended through 
them. In the operation  of Government c r e d i t  schemes n e ith e r  
the P eop le 's  Bank nor the multipurpose s o c i e t i e s  have any 
rea l  autonomy in  c r e d it  dec is ion-m aking . Loans are g iven  
according to Government c r i t e r i a .  There i s  a c le a r  
d i s t i n c t i o n  between th ese  loans and the loans proper of the 
co -o p e r a t iv e  rural banks.

In 1977, which was a general e l e c t i o n  year , len d in g  for  
paddy c u l t iv a t io n  was very l i b e r a l -  Rs.329 was l e n t  through 
c o -o p e r a t iv e s  and loans were given  i r r e s p e c t i v e  o f  whether 
borrowers had s e t t l e d  th e ir  e a r l i e r  loans  or n o t .  Only
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T a b le  3

Progress  In Rural Banking in  Multipurpose  
C o -o p e r a t iv e s (8 )
(U n it:  R s .m i l l io n )

1977 1980 1983 1985

MFCS 282 289 290 286

Rural Banks 641 746 804 914

No. of  sav ing  
accounts 803,528 1 ,160 ,299 1 ,612 ,485 1,439 ,077

Amount of 
d e p o s i t s 170.5 309.2 589.8 927.1

No. of  f ix ed
d ep o s it  accounts 2 ,393 9,180 24,765 24,702

Amount of  
d e p o s i t s 4 .9 59.2 128.2 160.5

No. o f  short-term  
loans 51,263 59,331 67,364 85,926

Amount le n t 55 .0 79.7 147.7 234.1

Pawnbroklng
accounts 264,437 242,340 339,818 397,851

Amount of  
advance 55.8 97 .0 243.9 340.7
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R s.57 .07  m i l l io n  were recovered by the end of 1978 ( 8 ) .  
R ecoveries  of  Government-financed loans have been 
c o n s i s t e n t l y  poor. Overdues have been h igh . Farmers 
thought that i t  was not n ecessary  to  repay loans taken from 
the Government. But for  loans to  be recovered, the lender  
should have the u n q u a lif ied  w i l l  to  recover the loan , and 
the borrower the u n q u a lif ied  in te n t io n  to  repay. The 
Central Bank guarantee damaged both. The p o l ic y  however 
changed in  1978 to  more s tr in g e n t  c o n d i t io n s .

Rural Banking in  Multipurpose C o-operatives

C o-operative  rural banks (CRB) were f i r s t  s ta r te d  in 1964 as 
banking departments in  the co -o p e r a t iv e  s o c i e t i e s  with the  
P e o p le 's  Bank extending both f in a n c ia l  and managerial 
support. Before 1971 f a i r l y  large  and econom ically  v ia b le  
m ultipurpose c o -o p e r a t iv e s  were s e l e c t e d  for e s t a b l i s h in g  
rura l banks. In 1971 near ly  4 ,000  multipurpose s o c i e t i e s  
were amalgamated in to  368 la rg e  s i z e  s o c i e t i e s  and they  
provided the necessary  framework for  the expansion of the  
Rural Bank Scheme on a n a t io n a l  s c a l e .  At present there are 
186 m ultipurpose c o -o p e r a t iv e s  with a membership of 
2 ,2 2 1 ,8 1 6  and a t o t a l  of 914 rural banks.

The c o -o p e r a t iv e  rural banks continue to be the channel for  
the Government-sponsored a g r ic u l tu r a l  loans for  c u l t iv a t io n  
of r ic e  and sev era l  other e s s e n t i a l  food crops .

Table 4

A g r ic u ltu r a l  Loans (Government f inanced) is su ed  by 
Multipurpose C o -o p e r a t iv e s (9 ) .

Rs. M il l io n

1977 - 329
1980 - 22
1983 - 40
1985 - 39,9
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Problems o f  Credit C o-op era tives  and Some S o lu t io n s  

Membership

Credit c o -o p e r a t iv e s  t r a d i t i o n a l l y  have been very sm all with  
a low average membership. There are only 2 ,216  c r e d i t  
s o c i e t i e s  with a membership of 265 ,826 . Consequently the 
t o t a l  savings generated has been low, l im i t in g  th e ir  a b i l i t y  
to  meet adequately  the  loan requirements o f  members. 
Therefore i t  i s  n ecessary  to in crease  the membership, but 
care has to be taken not to en large  the membership to an 
ex ten t  that w i l l  endanger the co -o p era t iv e  character  o f  the  
s o c i e t i e s .  In a d d i t io n ,  more s o c i e t i e s  should be formed to  
en large  the geographica l area covered by the Movement.

Future Plans and Some S uggest ions

Education

I t  i s  planned to  expand ed u cat ion a l and tr a in in g  programmes 
carr ied  out by primary s o c i e t i e s ,  d i s t r i c t  unions and the 
Federation  for Leaders, Members and Employees. The primary 
concern for  member ed u cation  through study c i r c l e s  and other  
methods w i l l  remain with the primary s o c i e t i e s .

As membership of most c r e d i t  c o -o p e r a t iv e s  i s  in c l in e d  to  be 
e ld e r l y ,  communication programmes are being Implemented to  
a t t r a c t  more women and c h i ld r e n  for  savings and other  c r e d i t  
co -o p era t iv e  programmes and to crea te  i n t e r e s t  among members 
and p o te n t ia l  members. Mass m eetings ,  study v i s i t s ,  sp o r ts  
f e s t i v a l s ,  th ea tre  shows, oratory  c o n t e s t s ,  c o -o p e r a t iv e  
fu n c t io n s ,  n e w s le t t e r s  and brochures are some of the 
s t r a t e g i e s  that are being resorted  to .

Funds

Inadequate funds have been a problem in  many s o c i e t i e s .  Now 
the c r e d it  c o -o p e r a t iv e  movement i s  attempting to b u ild  up a 
strong f in a n c ia l  b ase . I t  seeks to ach ieve  t h i s  by
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e s t a b l i s h in g  a t h r e e - t i e r  co -o p e r a t iv e  banking system at  
v i l l a g e ,  d i s t r i c t  and n a t io n a l  l e v e l s  to r e ta in  sav ings  
generated at primary l e v e l  w ith in  the movement, and use them 
for  the development of  the v i l l a g e s  by lending  them for  the  
economic a c t i v i t i e s  o f  primary members. C o-operative banks 
at v i l l a g e  and d i s t r i c t  l e v e l s  have been e s t a b l i s h e d .  These 
a c t i v i t i e s  are expected e v e n tu a l ly  to lead to the formation  
of a n a t io n a l  l e v e l  bank. As s o c i e t i e s  in c r e a s in g ly  r e c e iv e  
non-members' d e p o s i t s ,  such d e p o s i to r s  are being persuaded  
to  become members.

Supply A c t i v i t i e s

There i s  d iv ided  opin ion  on the view that  the s a le  of  
a g r ic u l tu r a l  Inputs and consumer goods should be undertaken  
by c r e d it  c o -o p e r a t iv e s .  Those who oppose t h i s  view po in t  
out that there are separate  c o -o p e r a t iv e  o r g a n isa t io n s  s e t  
up for th is  purpose, and the c r e d i t  movement w i l l  lo s e  the  
Independence i t  now enjoys i f  i t  en ters  t h i s  f i e l d .  They 
f e e l  that c r e d it  c o -o p e r a t iv e s  should implement a 
supervisory  system where farmers could be guided in  the use  
of lo a n s ,  and a s s i s t e d  in  obta in ing  th e ir  r e q u i s i t e s  through 
the e x i s t i n g  c o -o p e r a t iv e  o r g a n is a t io n s .

The present by-laws of c r e d it  c o -o p e r a t iv e s  provide fo r  the  
j o i n t  purchasing of a g r ic u l t u r a l  production and other  
r e q u i s i t e s  for  d i s t r ib u t io n  among members, and s e v e r a l  
s o c i e t i e s  are engaged in  such a c t i v i t i e s .  They should not 
go beyond t h i s .  Apart from the danger of  Government 
in te r fe r e n c e  s a l e s  a c t i v i t i e s  could cause l o s s e s  due to  
p r ic e  f lu c tu a t io n s  e t c .  , which would shake the confidence  of  
the d e p o s i to r s .

Channeling Government Loans

A s e c t io n  of the lea d ersh ip  of c r e d i t  c o -o p e r a t iv e s  are  
eager that the Government should channel i t s  loans to  
farmers for  a g r ic u ltu r e  and l i v e s t o c k  r a i s in g  through c r e d i t  
c o -o p e r a t iv e s .  However well-meaning t h i s  eagerness  i s ,  t h i s
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a c t io n  might do more harm than good. Although those  
advocating  such a p o l ic y  eq u a l ly  s tr o n g ly  advocate that the  
s o c i e t i e s  should be com plete ly  f r e e  to  handle th ese  loans 
according to  t h e ir  own procedures,  past  experience  has 
adequate ly  proved that Government money i s  accompanied by 
Government c o n t r o l .  Even fo r  housing loans channelled  
through c r e d i t  c o -o p e r a t iv e s  the f i n a l  a u th o r ity  of decid ing  
the p r i o r i t y  l i s t  o f  borrowers i s  not e n t i r e l y  with the 
c o - o p e r a t iv e s .

I t  would be w ise  to  keep the c r e d i t  c o -o p era t iv es  
independent o f  Government-financed c r e d i t  schemes. The 
network of m ultipurpose c o -o p e r a t iv e  rural banks are 
adequate to  handle Government lo a n s .  Credit co -o p e r a t iv e s  
should m aintain  t h e ir  independence from e x te r n a l  con tro l  and 
in t e r v e n t io n .

Linkage w ith  other  C o-op eratives

P r e se n t ly  c r e d i t  c o -o p e r a t iv e s  have no l inkage  with  other  
primary c o -o p e r a t iv e s  such as m ultipurpose , f ish e r m e n 's ,  and 
in d u s t r ia l  s o c i e t i e s .  These l in k s  should be e s ta b l i s h e d  to 
serv e  the members more e f f e c t i v e l y .

Before the formation of m ultipurpose c o -o p e r a t iv e s  Sri Lanka 
had experimented a "link-up" system which had been very  
s u c c e s s f u l  in  an area c a l le d  Palugama in  the h i l l  country.

"The V i l la g e  Credit S o c ie ty  i s  the s o l e  source o f  
c r e d i t  to members. Where c r e d i t  i s  required by a 
member fo r  buying consumer goods, pay orders are Issued  
by the c r e d i t  s o c i e t y  on the l o c a l  consumers s o c i e t y  of
which too the borrower i s  a member.......... The c red it
s o c i e t y  a c ts  as the c o l l e c t i n g  agent of the CAPS 
s o c i e t y .  The CAPS s o c i e t y  s e l l s  the produce of i t s  
members in the Colombo market and pays them through 
t h e ir  r e s p e c t iv e  c r e d i t  s o c i e t i e s .  The cred it
s o c i e t i e s  recover th e ir  dues before  making payment to 
the members. This system of c r e d it  In tegrated  with
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supply and s a le  saved the members from the c lu tc h e s  o f  
middlemen, and r e su lte d  in the improvement of l i v i n g  
standards"(10) .

The system was h igh ly  commended by co -o p e r a t iv e  e x p e r ts .  A 
s im ila r  l ink-up  could be e f f e c t i v e l y  implemented by the  
c r e d it  co -o p e r a t iv e s  w ith  the e x i s t i n g  multipurpose  
c o -o p e r a t iv e s  and other branches of co -o p era t iv e  a c t i v i t y  
such as supply of a g r ic u l tu r a l  inputs and consumer goods,  
and marketing of a g r ic u l t u r a l  produce. Such a system would 
enable c r e d it  c o -o p e r a t iv e s  to  arrange an in teg ra ted  package 
of s e r v ic e s  to th e ir  members, and yet  not in v o lv e  them selves  
in  bu sin ess  a c t i v i t i e s  which require  s p e c ia l  s k i l l s ,  and are 
r is k y ,  s p e c i a l l y  for a f in a n c ia l  i n s t i t u t i o n .
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CO-OPERATIVE BANKING: AN ALTERNATIVE RURAL BANKING SCHEME 
AS A STRATEGY FOR RURAL DEVELOPMENT IN NIGERIA

by C.C. Agu *

There i s  a growing r e a l i s a t i o n  by p o l i c y  makers and 
economists in  most deve loping  c o u n tr ie s  of  A fr ica  that a 
major fa c to r  of development programmes i s  "urban b ia s" .  As 
Paine (1 )  noted the urban b ias  development 'ra th er  than 
c a p ita l ism  or unequal in te r n a t io n a l  r e la t io n s h ip s  i s  now 
regarded by some as the most fundamental ex p lan at ion  for  the 
poverty and in e q u a l i ty  that  racks so many Third World 
cou n tr ies  to -d a y ,  and as the main co n tr ib u t in g  fa c to r  to the 
d e te r io r a t io n  in  the l i v i n g  standards of s u b s ta n t ia l  numbers 
o f  rural in h a b i t a n t s ' .

The key to  su s ta in ed  economic development i s  the re -ord er in g  
of the development e f f o r t s  in favour of the rural areas as 
an underdeveloped and n eg lec ted  rural economy w i l l  f r u s tr a te  
whatever im press ive  e f f o r t s  are made to achieve economic 
" ta k e -o f f" .

The problem of rura l  underdevelopment and hence general  
economic s ta g n a t io n  i s  inadequate f low  of f in a n c ia l  
resources to  the rural areas as w e l l  as the channeling of 
the a v a i la b le  resources  from the rural to the urban areas .  
M ob il isa t io n  and u t i l i s a t i o n  of own f in a n c ia l  resources are 
the most important p reco n d it io n s  for  modernising the rural  
areas and improving the l i v i n g  standard of many.

In N iger ia  the rura l  economy encompasses a s u b s ta n t ia l  
proportion of the co u n try 's  human and natural resources and

U n iv e r s i ty  o f  N ig e r ia ,  Nsukka/University  C ollege  of  
North Wales, Bangor.
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th e r e fo r e  requ ires  large  amounts of f in a n c ia l  resources too 
in  order to develop i t .  I t  i s  thus necessary  to  provide a 
channel for  m o b il is in g  and In v e s t in g  sav in gs  in  the rural 
a r e a s .  I t  i s  the contention  of t h i s  paper th a t  co -o p era t iv e  
banks, i f  r e -o r g a n ise d ,  can be the most re lev a n t  important 
f in a n c ia l  i n s t i t u t i o n s  to  encourage and m o b i l i s e  savings for  
productive  investment in  the rural a rea s .

S tructure  and D e f in i t io n  of Rural Areas

The d e f i n i t i o n  of rural areas poses problems in  developing  
c o u n tr ie s  p a r t ly  because of the degree o f  over lap  between 
urban and rural communities and p a r t ly  because of  the degree 
of u r b a n isa t io n  from country to country and even w ith in  a 
country .

Rural economy in  N iger ia  and in  many deve lop ing  African  
c o u n tr ie s  can b e t te r  be described than d e f in e d .  I t  can be
viewed as the se c to r  of the economy where a g r ic u ltu r e  forms
and main economic a c t i v i t y  of the population  i r r e s p e c t iv e  of  
the population  s i z e ,  while  other  a c t i v i t i e s  l ik e  
h a n d ic r a f t s ,  p e t ty  trading and other s m a l l - s c a le  production  
u n it s  form a second l in e  of a c t i v i t i e s  undertaken u su a lly  to  
augment the meagre Income from a g r ic u l t u r e .  In other words, 
a rural area i s  predominantly a g r ic u l tu r a l  when occupied by 
peasant farmers, a r t i s a n s  and sm all- t im e  occupational  
p r a c t i t i o n e r s  who l i v e  in  c lo s e  i n t e r r e la t io n s h ip s  w ith in
communities o f  varying p o p u la t io n s .  The ru ra l  Inhabitants  
depend mainly upon a g r ic u ltu r e  for th e ir  s u b s i s t e n c e ,  l i v e  
in  r e l a t i v e  i s o l a t i o n ,  have l i t t l e  a c c e ss  to  n a t ion a l  
resources  and very low in f lu e n c e  over th e ir  fu tu r e .  The
farmers operate uneconomic s i z e s  of  farm because of lack  of  
r e so u r c e s ,  p r im it iv e  technology and fragm entation o f land 
w ith in  the communities.

The rural area i s  further  defined by having a low standard 
of l i v i n g ,  low l e v e l  o f  p r o d u c t iv i ty ,  lack  of medical 
f a c i l i t i e s  and widespread i l l i t e r a c y .  Their q u a l i ty  of  l i f e  
le a v e s  the people se v e r e ly  disadvantaged and l e s s  able to
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improve t h e ir  co n d it io n s  w ithout o u ts id e  h e lp .  The low
standard of l i v i n g  i s  m anifested  in  very low incomes, poor 
housing and l im ite d  o p p o r tu n it ie s  for education . The wet
season i s  the most c r i t i c a l  time o f  the year for  the rural  
areas in  N ig er ia  e s p e c i a l l y  for  the poor p eop le ,  women and 
ch i ld r e n .  'Commonly at  (wet season) m a ln u tr i t io n ,  morbidity  
and m o r ta l i ty  peak; the c o s t s  of  s ic k n e ss  -  to  s o c i e t y  in  
l o s t  a g r ic u l t u r a l  production and to fa m i l i e s  in  food and
income foregone -  are at th e ir  h ig h e s t ;  s ic k n e ss  i s  l i a b l e  
to  make people permanently poorer and h ea lth  s e r v ic e s  are
l i k e l y  to be at th e ir  l e a s t  e f f e c t i v e " ( 2 ) .

The Concept and O b jec t iv es  of the Rural Banking Scheme

The rural banking scheme in  N ig er ia  was the Federal 
Government's r e a c t io n  to the dearth of rural c r e d i t  in  i t s  
e f f o r t s  to so lv e  the problem o f  rural underdevelopment. The 
main o b je c t iv e  of the rura l  banking scheme, th e r e fo r e ,  i s  to  
m o b il ise  and a l l o c a t e  loanable  funds in  the rural areas in  a 
continuous way and to  ensure that  such funds are employed 
p r o d u c t iv e ly .  I t  i s  envisaged  that the scheme w i l l  a c t i v e l y  
f a c i l i t a t e  the transform ation  of the rural environment by 
promoting the rapid expansion of banking f a c i l i t i e s ,  
s e r v ic e s  and banking h a b i t s  in  the rura l and near rural  
communities ( 3 ) .  The rural banks are expected to serve  as 
instruments fo r  the c r e a t io n  of c r e d i t  in  the rural a rea s ,  
which w i l l  take the form of eq u ity  and loans for s m a l l - s c a le  
farmers and entrepreneurs .

The rural banking scheme i s  not the cr e a t io n  of a new type 
of f in a n c ia l  i n s t i t u t i o n .  Rural banks are commercial banks
-  not separate  e n t i t i e s  but branches of the e x i s t i n g  
conmercial banks. G enerally  these  commercial banks
concentrate  th e ir  branches in  the urban areas where there  
are in d u s t r ia l  and commercial a c t i v i t i e s  and where p r o f i t s  
are h ig h e s t .  Because the rural areas do not provide the  
lu c r a t iv e  ventures  that  a t t r a c t  commercial banks, i t  
required the exh o r ta t io n  of the monetary a u t h o r i t i e s  -  the 
Government and the Central Bank of N igeria  -  to "force" the 
banks to e s t a b l i s h  branches in rural area s .
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Table 1

Rural Banking Programne: A llo ca tio n  o f Id e n tifie d  Centres

Banks

Allo
cation
under
first
phase

Completed 
at the 
end of 
December 
1980

Allo
cation
under
second
phase

1.
2.
3.

h.
5.
6.

9.
10.
11.
12.
13.
14.
15.
16.
17.

18.
19.

20.

African Continental Bank Ltd. 
Allied Bank (Nig.) Ltd.
Bank of Credit and Connerce 

International 
Bank of the North Ltd. 
Co-operative Bank Ltd. 
Co-operative Bank of 

Eastern Nigeria Ltd.
First Bank (Nig.) Ltd. 
l.B.W.A. Ltd.
Kaduna Co-operative Bank Ltd. 
Kano Co-operative Bank Ltd. 
Mercantile Bank (Nig.) Ltd. 
National Bank of Nigeria Ltd. 
New Nigeria Bank Ltd.
Nigeria Arab Bank Ltd.
Pan African Bank Ltd.
Savannah Bank of Nigeria Ltd. 
Societe Generale Bank (Nig.) 

Ltd.
Union Bank (Nig.) Ltd.
United Bank for Africa 

(Nig.) Ltd.
Vtema Bank Ltd.

16
6

6
5

7
40
11
3
6
3 

15
4 
7
5 
7

27

27
5

16
6

6
5

4
39
10
3
6
3 

15
4 
7
5 
7

27

27
4

19
7

6
19
8

8
37
13
6
6
6

19
9
6
6

11

6
36

32
6

Source: Central Bank of Nigeria, Annual Report and Statenient of
Accounts, December 1980, p.38.
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The s t i f f  r e s i s t a n c e  shown by the commercial banks had made 
i t  n ecessa ry  fo r  the Central Bank to  determine the rate  at 
which banks should e s t a b l i s h  branches in  the rural areas.  
The f i r s t  th in g  the Central Bank did was to  make a survey to 
i d e n t i f y  "unbanked" areas and the need for  1,126 rural 
branches ( s e e  Table 1 ) .  To e q u ita b ly  d i s t r i b u t e  the burden 
o f  rura l expansion among the commercial banks, i t  was 
decided to  a l l o c a t e  the i d e n t i f i e d  rural c en tres  to  the 
commercial banks on the b a s is  of a formula which r e la t e s  the 
number o f  each bank's rura l  branches to  i t s  t o t a l  branch 
network throughout the country ( 4 ) .  Furthermore, to 
f a c i l i t a t e  the ex ecu t io n  of the programme, the Central Bank 
decided to  phase the scheme. The f i r s t  phase was the period  
July  1977 to  June 1980.

The second phase was to  l a s t  from August 1980 to  December 
1983. Under the f i r s t  phase 200 rura l c e n tres  were 
i d e n t i f i e d  and a l lo c a t e d  to  the commercial banks for opening 
branches. Under the second phase 266 rura l  cen tres  were 
a l lo c a t e d  to  the commercial banks. The a l l o c a t io n  under the 
second phase i s  based on the r e l a t i v e  s i z e s  and branch 
network o f  the var ious  banks except  that no bank was 
a l lo c a t e d  l e s s  than s i x  branches ( s e e  Table 1 ) .

Appraisa l o f  Rural Banking Scheme

Considering the background of the rural economy in  N ig er ia ,  
i t  becomes doubtfu l whether commercial banks alone can cope 
with  the rura l  banking p o l i c y  and o b j e c t iv e s  without  
c r e a t in g  and accumulating adverse e f f e c t s  on the banks 
them selves and on the economy at l a r g e .  For in stan ce  
con s id er in g  the low c a p i t a l  b ase , the q u a l i ty  and quantity  
of human and m a ter ia l  resou rces  a v a i la b le  to commercial 
banks, the ra te  at  which the banks are expected to  expand 
in to  the rura l areas i s  l i k e l y  to  o v e r - s t r e tc h  th e ir  
resources  and could lead to  the f a i l u r e  of  a bank. This 
could in  turn lead to  a run on the other  banks which could 
s p e l l  economic doom for  the country .
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Furthermore, the strong r e s i s ta n c e  put up by the commercial 
banks to the monetary a u t h o r i t i e s '  p ersu a s io n ,  coers io n  and 
d ir e c t iv e s  to make them open up branches in  the rural areas  
i s  a good enough in d ic a t io n  that they were not prepared to  
undertake the type of r i s k  being "forced" on them. I t  i s  
f a i r l y  c le a r  that they are not prepared to  work towards the  
achievement o f  the o b j e c t iv e s  for  which they were 
e s ta b l i s h e d .  Even i f  commercial banks have comparatively  
s iz e a b le  resources  and tra ined  s t a f f  a t  t h e ir  d isp o sa l  th e ir  
pattern  of b u s in ess  and procedures are not attuned to  
d ea lin g  with  the rural and small s c a t te r e d  savers  and 
borrowers who engage In var ious  a c t i v i t i e s  and small  
production u n i t s .

In N iger ia  commercial banks te n a c io u s ly  continue to  adhere 
to the form of banking that became p reva len t  a f t e r  the 
i n d u s t r i a l i s a t i o n  of the United Kingdom in  the e ig h teen th  
and e a r ly  n in eteen th  c e n tu r ie s ,  which was "commercial", w ith  
the s o le  accent on short-term  c r e d it  to  trade and Industry ,  
the underlying theory being that c r e d i t  should be 
s e l f - l i q u i d a t i n g .  The im p l ic a t io n s  of t h i s  are that rural 
banks, l i k e  th e ir  parent urban commercial banks, r e fr a in  
from e x p l i c i t l y  f in a n c in g  f ix e d  c a p i t a l  formation because i t  
would lock up bank funds contrary to  the t e n e t s  o f  "sound" 
commercial banking as r e f l e c te d  in  the u n j u s t i f i a b l e  "golden 
ru le  of  banking"; and a l s o  because i t  would reduce 
borrowers' i n t e r e s t  in  the p ro sp er ity  of  t h e i r  e n t e r p r i s e s .  
This in  p a r t ic u la r  makes rura l  banking u n su ita b le  for  rural  
f in a n c in g  o f any development programme. Commercial bank 
c r e d it  cannot, th e r e fo r e ,  be used as e q u ity  c a p i t a l  fo r  
s m a l l - s c a le  farmers and rural en trep ren eu rs .

The concept of rural banking in  N iger ia  seems thus absurd. 
The banks may be rural in  the sense  that  a number of them 
are loca ted  in  rural areas but in op eration  they are n o t .  A 
rural bank i s  loca ted  in  a predominantly s u b s is te n c e  
a g r ic u l tu r a l  community for the purpose of m o b il is in g  and 
relending Id le  funds w ith in  the community w ith  the u lt im a te  
aim of d eve lop ing , modernising and r a i s in g  the standard of
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l i v i n g  of the ru ra l in h a b i ta n t s  as a prelim inary step  to the  
economic t a k e - o f f  o f  the* n a t io n a l  economy. I t  i s  not 
s u f f i c i e n t  to  have banks lo c a te d  in  rural areas -  they must 
be I n te r e s te d  in  p rov id in g  for  the f in a n c ia l  needs o f  the 
rura l areas in  t h e ir  quest to d eve lop .

U n fo r tu n a te ly ,  In N ig e r ia  rural banks are not separate  
e n t i t l e s  but branches o f  the o ld -e s ta b l i s h e d  commercial 
banks su b jec t  to the r u l e s ,  t r a d i t io n s  and p o l i c i e s  o f  th e ir  
in d iv id u a l  parent h ead q u arters ,  and guided in  th e ir  
op era t ion s  by the p r o f i t  maximisation m otive . The
development of  ru ra l  areas  i s  not th e ir  concern as such 
banks fo l lo w  b u s in ess  in s t e a d  of lead in g  b u s in e s s ,  and for  
th e ir  e x i s t e n c e  as a b u s in e s s  depend on the lu c r a t iv e  and 
f l o u r i s h in g  I n d u s t r ia l  and commercial b u s in esse s  o f  the 
urban a r e a s .  Such banks in  the rural areas could bring the 
sav ings  a lready  m o b il ised  by var ious  t r a d i t io n a l  c r e d it  
a s s o c ia t io n s  under t h e i r  c o n tr o l  fo r  onward transm iss ion  and 
Investment in  the urban c e n tres  in stead  o f m o b il is in g  
d isp ersed  in d iv id u a l  u n it  funds In to  a large  volume of 
sav in gs  to r e - le n d  to  the communities they are e s ta b l i s h e d  
to s e r v i c e .  But t h i s  would be unfortunate because i t  would 
make poor rura l communities permanently poorer and the 
a n t ic ip a te d  m odernisation  o f  the rural areas s t i l l  e l u s i v e .  
The op era tion s  of the ru ra l  banks so far  su ggest  that they 
act  as p r o f i t  c e n tr e s  fo r  t h e i r  parent banks, m o b i l i s in g  
resources  and t r a n s f e r r in g  them to  the urban areas for  
Investment in  more p r o f i t a b l e  l e s s  r isk y  commercial and 
in d u s t r ia l  v e n tu r e s .

A major o b s ta c le  which the rural banking scheme has not and 
i s  not l i k e l y  to  overcome i s  the banking c o l l a t e r a l  syndrome 
which d isc r im in a te s  a g a in s t  the small saver and borrower and 
hence a g a in s t  the m ajor ity  o f  the rural p o p u la tion .  Rural 
banks in  N ig e r ia  pursue an u n r e a l i s t i c  c o l l a t e r a l  p o l i c y  in  
the sense  that  I t  does not take in to  account the s o c i a l  and 
economic environment p e c u l ia r  to the communities In which 
they o p e r a te .  A r e a l i s t i c  c o l l a t e r a l  p o l ic y  should serve  to
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Improve cr e d it  worthiness and should not be used to r e s t r i c t  
c r e d i t  ( 5 ) .  The c o l l a t e r a l  s e c u r i t i e s  demanded by the rural  
banks are t i t l e  to  goods, n e g o t ia b le  s e c u r i t i e s  and l i f e  
insurance p o l i c i e s -  These are not only  fo r e ig n  to  the  
Nigerian economy but are unknown and u n a v a ila b le  in  the 
rural a rea s .  The type of c o l l a t e r a l  s e c u r i t i e s  a v a i la b le  in  
the rural areas are crops and, in  rare c a s e s ,  r e a l  e s t a t e ,  
p a r t ic u la r ly  arable  land, but u n fo r tu n a te ly  th ese  are 
"unacceptable" c o l l a t e r a l  s e c u r i t i e s  for  bank loans and 
advances.

C o-operative Banking as an A lte r n a t iv e  Scheme

The p ro v is io n  of banking s e r v ic e s  in  the rural areas i s  long  
overdue but the i d e n t i f i c a t i o n  of the type of bank to be 
involved  i s  very important in  order to  ensure a continuous  
f low  of c r e d it  at every sta g e  in  a way that w i l l  s u i t  the  
f in a n c ia l  needs of the rural economy in  i t s  quest to  
d evelop . I t  i s  the view of the w r iter  that the coimnerclal 
banks' branches are inadequate and should not be the main 
channel for  m o b il is in g  and in v e s t in g  rural sa v in g s .  The
only i n s t i t u t i o n s  that can s u c c e s s f u l ly  do the t r i c k  are
those f in a n c ia l  i n s t i t u t i o n s  which are com plete ly  rural  
based, which understand the development needs and problems
of the rural community and are prepared to a s s i s t  in  the
s o lu t io n  of the problems -  not n e c e s s a r i ly  for monetary 
p r o f i t  but more Importantly because they a f f e c t  the very  
b a s is  of th e ir  e x is te n c e  and growth as bu s in ess  
o r g a n isa t io n s .  I t  i s  a ga in st  t h i s  understanding that  
c o -o p era t iv e  banking i s  considered a b e t t e r  a l t e r n a t iv e  to  
rural banking and should be accorded p r i o r i t y  a t t e n t io n  by 
the monetary a u t h o r i t i e s .

A co -o p e r a t iv e  bank can be defined  as a f in a n c ia l  
i n s t i t u t i o n  s p e c i a l l y  s e t  up to  o f f e r  sav ing  and borrowing 
f a c i l i t i e s  for  the co -o p era t iv e  s o c i e t i e s  and th e ir  members 
at cheaper c o s t s  than those provided by the t r a d i t io n a l  
commercial banking i n s t i t u t i o n s  ( 6 ) .  A c o -o p e r a t iv e  bank i s  
meant to der ive  i t s  s trength  from the c o -o p e r a t iv e  movement
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and th ere fo re  to ob ta in  I t s  p r in c ip a l  f in a n c ia l  support from 
c o -o p e r a t iv e  s o c i e t i e s .  S ince  the co -op era t ive  s o c i e t i e s  
are expected to  c o n s t i t u t e  the pa ttern  of economic and 
f in a n c ia l  o rg a n isa t io n  in  the rura l  area s ,  a co -op erat ive  
bank tends to be I d e n t i f i e d  with  rural development and to be 
expected to  serve  as the main v e h ic l e  of i n s t i t u t i o n a l  
c r e d i t  to  farmers and o th er  s m a l l - s c a le  production u n i t s .

S tructure  of  C o-operative  Banking In N iger ia

C o-operative  banks as d e f in ed  do not e x i s t  In N ig e r ia .  This 
i s  because the s o - c a l l e d  c o -o p e r a t iv e  banks in  N iger ia  have 
l o s t  th e ir  rural o r i e n t a t io n  and consequently th e ir  
understanding of the s p e c ia l  problems of farming and of the 
requirements of s m a l l - s c a l e  trade and in d u s tr ie s  in  the 
rura l a r e a s .  The s tr u c tu r e  of  co -o p era t iv e  banking in  
N ig er ia  w i l l  confirm t h i s  a s s e r t io n .

There are four Government-owned co -o p e r a t iv e  banks and one 
Federal Government-owned q u a s i -c o -o p e r a t lv e  bank. 
C o-operative  banking In N ig er ia  s ta r te d  with the 
estab lish m en t of  C o-operative  Bank Limited in  1953. In the 
fo l lo w in g  year , the C o-op erative  Bank of Eastern N iger ia  was 
e s t a b l i s h e d .  The two banks c o n s t i tu te d  the c o -o p era t iv e  
banking system u n t i l  1974 when the Kaduna C o-operative Bank 
was founded and in  1976, the Kano Co-operative Bank. In 
a d d it io n ,  the Federal Government r e a l i s e d ,  b e la te d ly ,  the 
importance of  c o -o p e r a t iv e  f in a n c in g  to  rural development 
and accepted the recommendation of the Committee on the  
N igerian F in a n c ia l  System ' th a t  the N igerian A g r icu ltu ra l  
Bank should be re-named N ationa l Bank for A gricu lture  and 
C o-operative '  ( 7 ) .  Consequently the bank ws re-named the  
N igerian  A g r ic u ltu r a l  and C o-operative  Bank Lim ited, and 
'has been d ir e c te d  to  be re sp o n s ib le  for  f inancing  v ia b le  
c o -o p e r a t iv e  p r o je c t s  o f  var ious  kinds in add it ion  to i t s  
t r a d i t io n a l  fu n c t io n  of f in a n c in g  a g r ic u ltu r e  ( 8 ) ,

I t  i s  important to note th a t  the Co-operative Bank Limited,  
and the C o-operative  Bank o f  Eastern N igeria  were
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e s ta b l i s h e d  with the o b jec t  of  fu n c t io n in g  as t r u ly  
c o -o p era t iv e  f in a n c ia l  i n s t i t u t i o n s ,  drawing th e ir  resources  
from c o -o p era t iv e  s o c i e t i e s  and making the bulk of th e ir  
loans to the members. For in stan ce  the in te n t io n  of the 
Western N igerian Government in  e s t a b l i s h in g  the C o-operative  
Bank Limited, was s ta te d  as fo l lo w s :  "Since most of  the
developments envisaged for  the movement w i l l  b e n e f i t  the 
o v e r a l l  economy of the Region and concern persons of low 
income who are sc a r c e ly  touched by the op erations  of  the 
Commercial Banks and fo r  whom i t  Is  the r e s p o n s i b i l i t y  of  
the Government to provide some form of a id ,  i t  i s  expected  
that Government w i l l  use the bank as an instrument for  rural  
f in an ce  and pay for  the s e r v ic e s  rendered in t h i s  regard"
( 9 ) .

The two banks were forced to abandon th e ir  o b je c t iv e s  and 
r e s p o n s i b i l i t i e s  to  the rural areas and go commercial by the 
requirements of the 1952 Banking Ordinance which r e s t r ic t e d  
the use of the t i t l e  "bank" to  i n s t i t u t i o n s  r e g is te r e d  under 
the ordinance. D esp ite  not being so r e g is te r e d  the two 
co -o p era t iv e  banks continued to use the word "bank" u n t i l  
they were p ressu r ised  to take commercial banking l i c e n c e s  In 
1962.

Unlike the f i r s t  two banks, the Kaduna and Kano c o -o p era t iv e  
banks were r e g is te r e d  to  p lay  a dual r o le  v iz  as commercial 
and co -o p era t iv e  banks. The Kaduna Bank was to operate  
f u l l y  as a commercial bank, e s t a b l i s h in g  branches and 
corresp on d en ts , and as i t  develops carrying out a l l  and 
every type of banking b u s in ess  (1 0 ) ,  and the Kano 
C o-operative Bank was to a s s i s t  co -o p era t iv e  s o c i e t i e s  and 
a ls o  undertake other  commercial banking b u s in e s s .  The two 
d i f f e r e n t  and d i s t i n c t  r o le s  which the two banks were 
expected to play are c o n f l i c t i n g  and unreasonable because a 
t r u ly  co -o p era t iv e  bank can never be an e f f i c i e n t  commercial 
bank and in  the same way a commercial bank cannot be an 
e f f i c i e n t  co -o p e r a t iv e  bank.

I t  i s  thus c le a r  that the name 'c o -o p e r a t iv e  bank' in
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N iger ia  Is  m is le a d in g .  The banks are co -o p e r a t iv e  only in  
name, being In con cep tion  and operation  commercial banks. 
This can be i l l u s t r a t e d  further  by a cursory examination of  
the ownership and d ir e c t io n  of loans and advances of  some of 
the c o -o p e r a t iv e  banks. Table 2 shows the ownership of the 
C o-operative  Bank o f  Eastern N ig er ia .  As at  March 1978, the  
bank was owned by four groups of shareholders v i z .  the

Table 2

Ownership S tru ctu re  o f  the C o-operative Bank of Eastern  
N ig er ia  as at March 1978

Owners Shares Amount (N) %

Governments 350,000 700,000 46.26
C o-operative  S o c i e t i e s 166,083 332,166 21.94
Firms and Companies 18,603 37,206 2.45
In d iv id u a ls 221,871 443,742 29.35

TOTAL 756,557 1,513 ,114 100.00

Source: Ojo, A.T. and 'Wole Adewunmi, 1980, C o-operative
Banking in  N iger ia :  E vo lu tion ,  S tructure  and
O p era t io n s , 
p . 22

Lagos: U n iv ers ity  of  Lagos P ress ,

Government, C o-op erative  S o c i e t i e s ,  firms and companies, and 
i n d iv id u a l s .  The dominant shareholders are the s t a t e  
governments. I n d iv id u a ls  came second, and the co -o p era t iv e  
s o c i e t i e s ,  which are supposed to be the dominant owners of 
the bank, t h i r d .  The ownership s tru ctu re  matters very much 
in  in f lu e n c in g  the mode of operations and o b je c t iv e s  of the  
banks. S ince  the shares of the in d iv id u a ls  are more than 
those o f  the c o -o p e r a t iv e s  s o c i e t i e s  the bank i s  bound to
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operate as a p r o f i t  maximising e n te r p r is e  i . e .  as a 
commercial bank rather than as a c o -o p era t iv e  bank because  
i t  has to make enough p r o f i t s  to s a t i s f y  the i n t e r e s t  of  the  
m ajority  of  sh areh o ld ers .

Furthermore, i f  the d ir e c t io n  of loans and advances of the  
Co-operative Bank Limited i s  examined i t  w i l l  be seen in  
Table 3 that  a t o t a l  of l e s s  than 13 percent o f  the bank 
loans and advances went to co -o p era t iv e  s o c i e t i e s .

Table 3

Limited as at the end of March 1976

R ec ip ien ts Amount %

C o-operative apex i n s t i t u t i o n s
Other co -o p era t iv es
General commercial bank lending

2,623,341
1,084,937

25,493 ,568

8 .98
3.72

87 .30

TOTAL 29,201 ,846 100.00

Source: Ojo, A.T. and 'Wole Adewunmi, 1980, C o-operative
Banking in  N iger ia :  E vo lu tion .  S tructure  and
O p eration s , Lagos: U n iv e r s i ty  of Lagos P r e s s ,
p . 22

Ojo and Adewunmi noted that co -o p e r a t iv e  banks could not 
provide data in  resp ect  of the ex ten t  to which they have 
a s s i s t e d  the co -o p e r a t iv e  s o c i e t i e s .  The main reason given  
was that  'th e  banks fu n ct io n  in  the same way as the other  
commercial banks, p lac in g  l i t t l e  or no emphasis on f in a n c in g  
the co -o p e r a t iv e  s o c i e t i e s  and th e ir  members as such. Loans 
were given  to a l l  customers on more or l e s s  the same b a s is
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with l i t t l e  p r e f e r e n t ia l  treatment fo r  and no s p e c ia l  
a t te n t io n  paid to the need of c o -o p e r a t iv e s '  ( 6 ) .  Another 
reason fo r  not f in an c in g  the co -o p era t iv e  s o c i e t i e s  i s  the 
fa c t  that  the banks' resource^base i s  b u i l t  around d e p o s i t s  
from the genera l  p u b lic  j u s t  l i k e  the commercial banks. 
They have a l s o  tended to concentrate  th e ir  branch network in  
the urban areas to  the u t t e r  n e g le c t  of  the rural
communities which they are supposed to s e r v ic e .  
Consequently there i s  no d i s t i n c t i o n  between the 
c o -o p e r a t iv e  and commercial banks as to lending o p erat ion s ,  
investment of surplus funds, i n t e r e s t  ra tes  and so on.

Why C o-operative  Bank Then?

Attempts have been made to show that  co -o p era t iv e  banks in  
N iger ia  lea v e  much to be d es ired  in  the performance of th e ir  
fu n c t io n s  v i z .  d e a l in g  with primary co -o p era t iv e  s o c i e t i e s  
and doing most of th e ir  b u s in ess  with the co -o p era t iv e  
o r g a n is a t io n s ,  thus co n tr ib u t in g  to  the development of the  
rural a r e a s .  I t  i s  n e v e r th e le s s  the b e l i e f  of the w riter  
that i f  the Federal and S ta te  Governments re -o rg a n ise
c o -o p e r a t iv e  banking, ensuring that  the banks are
co -o p era to rs '  or p eo p le s '  banks and no longer commercial 
banks, and i f  the monetary a u t h o r i t i e s  pursue c o -o p era t iv e  
banking schemes (as  they do with the rural banking scheme) 
as a s tr a te g y  fo r  rural development, the scheme i s  l i k e l y  to  
succeed.

A number of reasons can be adduced to show why a 
c o -o p e r a t iv e  banking scheme i s  l i k e l y  to  succeed in  
transform ing the rural areas f a s t e r  and in  a more d e s ir a b le  
way than the rural banking scheme.

F i r s t ,  w ith  th e ir  rural o r ie n ta t io n  co -o p era t iv e  banks are 
in  a b e t te r  p o s i t io n  than rural banks to understand the
p e c u l ia r  problems of sav ings  and c r e d i t  in  the rural areas  
and hence the development needs of  the rural community. And 
as they draw th e ir  major f in a n c ia l  support from the rural  
c o -o p e r a t iv e  s o c i e t i e s  they are id e n t i f i e d  with rural  
development.
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Second, c o -o p e r a t iv e  banking tends to combine loan  
ex ten s io n s  with sav in gs  m o b i l i s a t io n ,  a p o l i c y  very much 
d es ired  In f in a n c in g  the rural areas as i t  makes rural  
c r e d it  programmes productive  and s e l f - s u s t a i n i n g .  In 
a d d it io n ,  the l in k a g e  of c r e d i t  ex ten s io n  w ith  sav ings  
m o b i l i s a t io n  prov ides  an in c e n t iv e  fo r  p a r t ic ip a t in g  
c o -o p e r a t iv e  s o c i e t i e s  and an avenue for  l o c a l  employment of 
funds harmonising w ith  p erception  of s e l f  or small group
i n t e r e s t .

The th ird  reason i s  the untapped p o t e n t ia l  for  sav in gs  In 
the rural a r e a s .  One reason u s u a l ly  o f fe r e d  to  defend the 
commercial operations  of c o -o p e r a t iv e  banks in  N iger ia  Is  
that the c o -o p e r a t iv e  movement i s  not strong  enough to  o f f e r  
the s i z e  of  f in a n c ia l  backing that w i l l  make the banks
permanently so lv e n t  ( 1 1 ) .  The argument i s  that  s in c e  the  
rural economy operates  at  near s u b s is te n c e  l e v e l  there  i s  
very l i t t l e  that can be squeezed out o f  Income and
consumption. The n o t io n  that because people  are poor they  
are incapable or u n w il l in g  to save does not seem to be
supported by e v id en ce .  In fa c t  a la rg e  volume of i d l e  funds 
e x i s t s  in  the rural economy of many A frican c o u n tr ie s .  For 
in s ta n ce  Roberts (12) found a s u r p r i s in g ly  high savings  
ca p a c ity  in  a study o f  239 rura l fa m i l i e s  in  Zambia. His  
study showed that  farmers saved, over a two year p er iod ,  
more than 30 percent o f  th e ir  income. Bauman
and H arteveld , (13) in  t h e ir  study of the Indian s t a t e s  of 
Tamil Nadu and Kerala showed that  the d e p o s i t s  made through 
c r e d i t  and sav ings  a s s o c ia t io n s  were equal to  20 percent of  
t o t a l  commercial banks d e p o s i t s .  In E th iop ia  the 1968-73  
Development Plan est im ated  the annual sav in gs  volume through 
r o ta t in g  sav ings  c r e d i t  a s s o c ia t io n s  to  be 8 to  10 percent  
of the country’ s GDP. S im ila r ly  the review of sm allholder  
c r e d i t  in  Kenya undertaken by the A frican Rural Development 
Study p o in ts  out that  the d ep o s it  by small farmers under the 
co -o p e r a t iv e  t h r i f t  scheme reached the q u ite  u n -a n t ic ip a te d  
f ig u r e  of  US $2 m i l l i o n  by 1973 which was the scheme's th ird  
year (1 4 ) .
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These s tu d ie s  point to the f a c t  that there might w e l l  e x i s t  
large  reserves  of f in a n c ia l  resources  in  the rural areas of  
N iger ia  a l s o  aw aiting  prod u ctive  m o b i l i sa t io n ;  the prime 
problem of development i s  how to  gather them and u t i l i s e  
them p r o d u c t iv e ly .  The s o lu t io n  i s  the estab lishm ent of 
rural based f in a n c ia l  i n s t i t u t i o n s  to m ob il ise  and channel 
these  f in a n c ia l  resources to the d es ired  p r o je c ts  in  the  
rural a r e a s .

a-

C o-operative  banks being the co -o p e r a to r s '  or peoples' bank 
enjoy d e p o s i to r s '  confidence  more than commercial banks as  
the s u i t a b le  rural-based  f in a n c ia l  i n s t i t u t i o n ,  w i l l  pave 
the way fo r  the c r e a t io n  o f  more c r e d i t  unions and 
multipurpose c o -o p e r a t iv e  s o c i e t i e s  that  may be b e tter  
placed to  p a r t ic ip a te  f u l l y  in  the development of the rural  
area s .

Co-operative  banks, l i k e  the rural commercial banks, are 
operated by e s ta b l i s h e d  o r g a n isa t io n  capable of  undertaking  
planning, promotion, im plementation and con tro l  fu n c t io n s .  
But un like  commercial banks which obta in  th e ir  d e p o s i t s  from 
the general pub lic  and apply them accord in g ly  to commercial 
p r o f i t a b i l i t y ,  the a p p l ic a t io n  of resources by co -o p era t iv e  
banks i s  lo c a l i s e d  by t h e ir  geograph ica l source . The 
l o c a l i s a t i o n  and s t r a t i f i c a t i o n  o f resources and loans by 
co -o p e r a t iv e  banks should ensure proper con tro l  by the  
s o c i e t i e s  and hence the communities on which the banks 
depend. In ad d it io n  such l o c a l i s a t i o n  of resources  w i l l  
tend to compel the c o -o p e r a t iv e  banks to  d ev ise  a wide range 
of s e r v ic e s  to deal with the needs of the rural communities 
in  which they operate and on which they depend for  continued  
e x is t e n c e  as a b u s in ess  concern. In other words
co -o p e r a t iv e  banks w i l l  be more prepared to  play the r o le  of  
co u n se l lo r  as w e l l  as f in a n c ie r ,  and ac t  as r e a l  partners of  
e n t e r p r i s e s .

The next important reason why a c o -o p e r a t iv e  banking scheme 
i s  an a l t e r n a t iv e  fo r  rura l  f in a n c in g  and provides a 
s tr a te g y  for rural development i s  that i t  f i l l s  the 
f in a n c ia l  gap -  the n e g le c t  of  c e r ta in  se c to r s  of the 
economy, sm a llh o ld ers ,  and r e la te d  production u n it s  in the 
p ro v is io n  o f f in a n c ia l  resou rces  -  created by the
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c o n serv a t iv e  p r a c t ic e s  of commercial banks and th e ir  rural 
branches* In doing t h i s  co -op era t ive  banks o f f e r  new 
o p p o r tu n it ie s  for small rural savers by expanding the range 
of f in a n c ia l  s e r v ic e s  a v a i la b le  to  the community, and for  
small c r e d i t  borrowers by granting loans for  p r o je c ts  which 
b e n e f i t  the immediate community.

In d ea l in g  with the commercial banks, the small farmers and 
other rura l  borrowers face  a number of hindrances such as 
com plicated , cumbersome and time-consuming loan p rocess ing  
procedures; i n e f f e c t i v e  su p erv is io n ,  inadequate or complete  
absence of  f in a n c ia l  p r o jec t io n /p la n n in g  and m isd irected  
conception  o f the nature of farm c r e d it  ( 1 5 ) .  Added to t h i s  
are the h igh ra tes  of in t e r e s t  charged by commercial banks 
on loans and low ra te s  paid on sa v in g s .  The adoption by 
c o -o p e r a t iv e  banks of p erson a l,  n o n -r ig id  non-involved  
procedures w i l l  be more appealing to the needs of the rural  
farmers and other s m a l l - s c a le  borrowers and s a v e r s .  To the 
average rural entrepreneur i t  i s  more important that h is  
loan i s  adequate for i t s  purpose and given  without d e la y .  
The problem of f in a n c in g  rural development should not be 
confined to meeting the needs for c r e d it  and other inputs  at 
a p a r t ic u la r  time but should be extended to meeting these  
needs adequately  at every s tage  of  the s e c t o r ' s  
development.

On the quest ion  of high i n t e r e s t  co st  of borrowing, i t  
should be emphasised that the main o b je c t iv e  of  a 
c o -o p e r a t iv e  bank i s  to o f f e r  greater  a ccess  to saving and 
borrowing f a c i l i t i e s  to co -o p era t iv e  s o c i e t i e s  and th e ir  
members at r e l a t i v e l y  cheaper c o s t s  than those provided by 
commercial banks. The small farmer and other  small  
borrowers w i l l  obv iously  prefer  co -o p era t iv e  banks with  
sim ple and low co st  cr e d it  d e l iv e r y  system to the commercial 
banks. I t  i s ,  however, a mistake to assume that as long as 
i n t e r e s t  ra te s  are low farmers w i l l  borrow. What matters  
fo r  rural development and small borrowers i s  not n e c e s s a r i ly  
the rate  of in t e r e s t  but whether or not c r e d it  i s  a v a i la b le .
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On t h i s  Ragazzl (16) r i g h t l y  observed that the p o p u la r ity  of  
the Informal money market, d e sp ite  the usurious r a te s  of  
I n t e r e s t ,  i s  ev idence  o f  the importance of a v a i l a b i l i t y  
rather than c o s t ,  in  determining the demand for  and supply  
of rural c r e d i t .

F in a l ly ,  c o -o p e r a t iv e  banking i s  very w e l l  su i te d  to  deal  
with the problem o f  the commercial banking c o l l a t e r a l  
syndrome which in h i b i t s  lend ing  to  customers who do not have 
"acceptable" c o l l a t e r a l s  | eo pled ge . With co -o p e r a t iv e  
banking c o l l e c t i v e  guarantee arrangements for  rural loans  
w i l l  be p o s s i b l e .  In a d d i t io n ,  as partners in  rural  
e n t e r p r i s e s ,  c o -o p e r a t iv e  banks w i l l  be b e t te r  d isposed  to  
accept c o l l a t e r a l  s e c u r i t i e s  a v a i la b le  in  the rura l areas  
such as crops or c a t t l e  and rea l  e s t a t e s .

Conclusion

For any meaningful economic development to take p la ce  In 
N ig er ia ,  the rural areas which comprise a g rea ter  proportion  
of the country should be modernised and deve loped . Lack of 
f in a n c ia l  resources  has been one of the g r e a t e s t  o b s ta c le s  
to rural development. The rural banking scheme which was 
devised  as a channel fo r  supplying c r e d i t  to  the rura l areas  
i s  not su ited  to  perform the fu n c t io n .  C o-operative
banking could provide an a l t e r n a t iv e  scheme because i t  
embraces the s o r t  o f  f in a n c ia l  i n s t i t u t i o n s  that are su ite d  
to the f in a n c ia l  and other  promotional needs of  the rura l  
a r e a s .

The Federal and S ta te s  Governments should be aware that  at 
p resent there  are no co -o p e r a t iv e  banks op era tin g  in  the  
country. A r e -o r g a n isa t io n  and esta b l ish m en t  of
co -o p era t iv e  banking i s  n ecessa ry .  The monetary a u t h o r i t i e s  
should pursue with grea t  vigour the c o -o p e r a t iv e  banking  
scheme as a s tr a te g y  for  rural development. This does not 
imply abandoning the e x i s t e n t  rural banking scheme -  i t  
should be a complement to  a w ell -d ev e lo p ed  c o -o p e r a t iv e  
banking scheme.
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CROP AND LIVESTOCK INSURANCE FOR DEVELOPING COUNTRIES 

by Trevor Lucey*

Farming i s  a r isk y  b u s in e s s .  Crops can be devastated  by a 
host of  c a la m it ie s  such as h a l l ,  windstorms, f lo o d in g ,  p es ts  
or d i s e a s e s .  I t  i s  l o g i c a l  to  assume then, that measures 
designed to  provide g r ea ter  s e c u r i ty  fo r  producers would 
have a p o s i t i v e  impact on" farmers' Incomes and on
a g r ic u l t u r a l  production . Yet, exp er ien ces  with crop 
Insurance have been mixed. Large and c o s t l y  p u b l ic ly -  
adm inistered insurance schemes in  se v e r a l  developing  
c o u n tr ie s  have only p a r t i a l l y  achieved th e ir  o b j e c t iv e s ,  and 
c r i t i c s  have suggested  that  the resources  could have been 
more e f f e c t i v e l y  a l lo c a t e d  elsewhere in  the a g r ic u l tu r a l  
s e c t o r .

However, there  have a ls o  been s u c c e s s fu l  e x p e r ie n c e s ,  and
the l e s s o n s  learned have pointed to  ways of b u ild in g  up 
p r a c t i c a l  and v ia b le  insurance schemes in  deve lop ing  
c o u n t r ie s .  The purpose of t h i s  paper i s  to  h ig h l ig h t  some 
of the key I s s u e s ,  o u t l in e  the pros and cons of a l t e r n a t iv e  
methods, and su ggest  l i n e s  of approach which have the 
g r e a t e s t  chances of s u c c e s s .

The s u b je c t  o f  crop and l i v e s t o c k  Insurance i s  not new to  
the In te r n a t io n a l  Federation of A g r ic u ltu r a l  producers  
(IFAP). I t  has been, and i s ,  a to p ic  of  importance for  farm
le a d e r s  who d isc u sse d  the matter at  the IFAP General
Conferences (World Farmers' Congress) in  New Delh i in  1984, 
and aga in  In Bonn in  1986. These m eetings are not 
t h e o r e t i c a l  debates between academics. They are events  for  
p r a c t i c a l  people  who are looking fo r  p r a c t i c a l  s o l u t i o n s .  
Moreover, the va lue  of  such exchanges of  exper ience  has been 
to  expose the p i t f a l l s  and not to cover them o v er .  Major 
p o in ts  emanating from the meetings are that:

I n te r n a t io n a l  Federation  of A g r ic u ltu r a l  Producers 
(IFAP), P a r is .
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Crop and l i v e s t o c k  insurance schemes w i l l  on ly  succeed  
i f  farmers' o rg a n isa t io n s  are f u l l y  in vo lved  in  the
planning and dec is ion-m aking .

C o-operatives  and farmers' mutuals have a key r o le  to  
play  in the implementation of insurance schemes.

Of a l l  the o p t io n s ,  the most f e a s ib l e  and promising i s  
the l in k in g  o f  crop insurance with a g r ic u l t u r a l  c r e d i t .

The key terms are thus C o-operatives  -  Credit -  Insurance .

Background

The lack  of Insurance f a c i l i t i e s  for sm all farmers in
d eve loping  co u n tr ie s  provides testimony to  the d i f f i c u l t i e s  
of operating  v ia b le  crop and l i v e s t o c k  insurance schemes. 
However, the e x is t e n c e  of  d i f f i c u l t i e s  must not be an excuse  
to  postpone the In troduction  of crop insurance and thus 
sh irk  r e s p o n s ib i l i t y  in r e la t io n  to a se r io u s  problem. The 
importance o f  a g r ic u l t u r a l  c r e d i t  i s  now u n iv e r s a l ly  
accep ted , but the q u est ion  of p r o te c t in g  farmers from 
a g r ic u l tu r a l  ' in s e c u r i t y '  has been la r g e ly  n e g le c te d .  Crop 
insurance i s  a necessary  part of the i n s t i t u t i o n a l  
in fr a s tr u c tu r e  e s s e n t i a l  for  the development o f  a g r ic u l tu r e  
which i s  b a s i c a l ly  a high r i s k  venture.

Farmers are not insurance e x p e r t s ,  and complex programmes -  
o f te n  i n i t i a t e d  by governments and carried  out by m i n i s t r i e s  
or p a r a s ta ta ls  -  have freq u en tly  been misunderstood by
producers. In many in s t a n c e s ,  insurance has simply been 
p erce ived  as an a d d i t io n a l  ta x .  This bad brand image i s  a 
major handicap fo r  insurance in  the rural environment. 
Moreover, i t  i s  w e l l  known that  rural pop u la tion s  tend to 
harbour a deep d i s t r u s t  o f  c i t y  d w e l le r s ,  so c e n t r a l i s e d
c i ty -b a s e d  in su rers  are poorly  accepted by farm ers. The 
most s u c c e s s fu l  insurance schemes are those which have been  
b u i l t  up on a s t e p -b y - s t e p  b a s i s ,  by o r g a n isa t io n s  in  which 
farmers are w e l l  represented  and in  which they have 
con f id en ce .
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APPROACHES TO INSURANCE SCHEMES

There are many options  of how to operate  crop and l iv e s t o c k  
in surance. Questions which are sometimes posed include:

Which r i s k s  can most e f f e c t i v e l y  be covered?

Is  crop insurance the means for deve lop ing  a g r ic u ltu r e  
or does i t  become n ecessary  when a g r ic u l tu r e  develops?

Should Insurance cover y te ld  s h o r t f a l l s  or should I t  be 
designed as "whole income" insurance?

Is  I t  f e a s i b l e  to cover t o t a l  l o s s e s ?

Is  i t  b e t te r  to  cover s in g le  crops or s e v e r a l  crops  
taken together?

How, and by whom, should Insurance programmes be 
administered?

Is  i t  b e t te r  to  handle crop insurance w ith in  a framework 
or r i s k - s p e c i f i c  insurance for f i r e ,  t h e f t ,  acc id en t and 
l i f e  Insurance?

Yield  versus  t o t a l  income In su ran ce . Comprehensive farm 
income insurance i s  fraught w ith  d i f f i c u l t y .  The most 
workable schemes focus on y ie ld  and not on p r ic e  v a r ia t io n s .  
Crop Insurance should aim at Insuring s p e c i f i c  crops a g a in s t  
natura l hazards, and cannot s u b s t i t u t e  fo r  inadequate  
p r ic in g  p o l i c i e s .

A farmers' gross  Income i s  the product of  the u n it  p r ice  
rece ived  fo r  a l l  commodities grown m u lt ip l ie d  by the y i e ld s  
per u n it  area of these  commodities. A p r ic in g  p o l ic y  which 
guarantees producers a remunerative return  fo r  th e ir  
commodities i s  e s s e n t i a l ,  and t h i s  needs to  be backed up by 
e f f e c t i v e  marketing and input supply s e r v ic e s  to  farmers.  
The problems of Inadequate p r ice  and marketing arrangements
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in  many deve lop ing  co u n tr ie s  are w e l l  known. But attempts  
by Third World governments to r e d i s t r ib u t e  Incomes from the 
urban to  rural s e c to r  through crop Insurance have not been 
s u c c e s s f u l :  Insurance cannot cover over inadequate p r ic in g  
p o l i c i e s .  Problems o f  p r ice  f lu c t u a t io n  must be handled 
through p r ic e  and marketing p o l i c y .

F u ll  versus  p a r t ia l  indem nity. Experience has shown th a t ,  
even w ith  su b s id ise d  schemes, i t  i s  not a f e a s ib l e  
p r o p o s it io n  to  insure  100 percent a g a in s t  l o s s e s  due to  
y ie ld  s h o r t f a l l s .  Premiums become p r o h i b i t i v e l y  h igh .  
Given that an a c t u a r ia l ly  f a i r  premium for  a l l - r i s k  crop 
insurance i s  g e n e r a l ly  between s i x  and f i f t e e n  p ercen t ,  then  
farmers would have to pay premiums o f  between ten and twenty 
percent i f  insurance i s  to be s e l f - f i n a n c i n g .  At t h i s  c o s t ,  
i t  i s  not su rp r is in g  that farmers have proved u n w il l in g  to  
purchase a l l - r i s k  crop Insurance v o lu n t a r i ly .

In p r a c t i c e ,  i t  i s  necessary  to  make a small production  
s h o r t f a l l ,  up to  a s p e c i f i e d  l i m i t ,  n o n - in d em n if ia b le .  This 
reduces the premium and a l s o  the frequency with which 
indemnity becomes payable . Under a drought insurance scheme 
operated by a p r iv a te  firm in  Zambia for commercial farmers,  
the p o l i c y  only  covers v a r ia b le  c o s t s  o f  the crop.  
Management, c a p i t a l  c o s t s  and p r o f i t  l o s s  are not covered.

S in g le  crop versus m ult i-crop  in su r a n c e . P a r t ic u la r ly  for  
la r g e r  farmers. Insurance for  a s p e c i f i c  crop i s  a f e a s ib l e  
p r o p o s i t io n .  One s u c c e s s f u l  case  i s  for  tobacco in  
Zimbabwe. In t h i s  programme, s e l e c t e d  farmers have 
them selves become a s s e s s o r s  w ith  the r e s u l t  that  
a d m in is tr a t iv e  c o s t s  have been kept very low. The b u ild in g  
up o f  s u b s ta n t ia l  c a p i t a l  d e p o s i t s  has enabled c la im s to be 
met in  f u l l .

However, there  are advantages in  having a crop insurance  
scheme for  a l l  major crops in  an area taken to g e th e r .  Such 
schemes are g e n e r a l ly  of grea ter  re levan ce  to  sm all farmers.  
A d m in is tra t iv e ly  i t  i s  s im pler  than tak ing  s e v e r a l  crops
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se p a r a te ly ,  most of a l l  because the c o e f f i c i e n t  of  v a r ia t io n  
In the o v e r a l l  p r o d u c t iv i ty  o f  a l l  crops taken togeth er  Is  
much sm aller  than the y i e l d  v a r i a b i l i t y  of in d iv id u a l  crops.  
Such a scheme would in v o lv e  a s i n g l e  premium and a s in g le  
Indemnity, based on a w eighted  average of the production  
in d ic e s  o f ,  sa y ,  three  major cro p s .

In d iv id u a l versus  area approach. With the excep t ion  of 
r e l a t i v e l y  sm all schemes for  commercial farmers, insurance  
systems ta i lo r e d  to  each in d iv id u a l  farmer are g e n e r a l ly  not 
p r a c t ic a b le .  The in d iv id u a l  approach tends to be
a d m in is tr a t iv e ly  ex p e n s iv e ,  l i a b l e  to  e n d le ss  d isp u te  and 
fraught w ith  dangers o f  fraud.

The area approach o b v ia te s  the main d i f f i c u l t i e s  o f  the 
in d iv id u a l  approach. I t  does not require a s c e r t a in lg  the 
crop outputs of  in d iv id u a l  farm ers. A l l  that i t  needs are 
e s t im a tes  of average annual y i e l d s  of  cr o p (s )  over  
p re fera b ly  homogeneous, areas on a y e a r - to -y e a r  b a s i s .  In 
e f f e c t ,  the area approach i s  a f a i r  b e t t in g  system .  
P a r t ic ip a t io n  could be e n t i r e l y  vo lu n tary . So long as 
indem nit ies  are paid pro ra ta  to  premiums rece ived  and are  
e n t i r e l y  based on the outcome of the chance system, i t  does 
not matter who p a r t i c ip a t e s  and by how much.

Voluntary versus  compulsory in su r a n c e . The grea ter  the  
number of farmers who purchase insurance schemes in  a g iv en  
a rea ,  the lower the a d m in is tr a t iv e  (and hence premium) c o s t s  
per p a r t ic ip a t in g  farmer. This i s  the main argument fo r  
compulsory in su ran ce ,  e s p e c i a l l y  in  areas where there  are 
la rg e  numbers o f  small producers,  for  example in  Japan where 
the average farm s i z e  i s  1.1 h e c t a r e s .  A g r icu ltu ra l  Mutual 
R e l i e f  A sso c ia t io n s  have been s e t  up in  Japanese v i l l a g e s  
and towns. When an a s s o c ia t io n  i s  e s t a b l i s h e d ,  a l l  farmers 
in  the d i s t r i c t  where p lan ted  acreage of an in su rab le  crop 
i s  above a c e r ta in  minimum a u to m a t ic a l ly  become a s s o c ia t io n  
members. Thus, in  e f f e c t ,  Japanese crop insurance i s  
compulsory. The programme i s  g e n e r a l ly  rated as reasonably  
s u c c e s s f u l .  However, T. Yamauchi (1 )  concluded that "the
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most d i f f i c u l t  problem has been how to so lv e  farmers' 
com plaints a g a in s t  compulsory Insurance. These complaints  
arose  mainly from the d i s p a r i t y  between the insurance  
b e n e f i t s  rece iv ed  by farmers in  unstable  areas and those  
r ece iv ed  by the farmers in  s ta b le  areas" .

In deve lop in g  c o u n tr ie s ,  in troducing  compulsory insurance  
can cr e a te  such a n eg a t iv e  a t t i t u d e  by farmers, coupled with  
a f e e l i n g  of lack  of Involvement, that the drawbacks of  
compulsory insurance for  a l l  farmers In the reg io n ,  
g e n e r a l ly  outweigh the p o t e n t ia l  or t h e o r e t i c a l  advantages.

C r o p / l iv e s to c k  versus m u l t lp le - r l s k  a g r ic u l tu r a l  Insurance . 
A g r ic u ltu r a l  development i s  a dynamic p r o c e s s .  As a 
co u n try 's  a g r ic u ltu r e  moves away from su b s is te n c e  to become 
m ark et-or ien ted ,  so the needs for  insurance change and 
e v o lv e .

Insurance i s  important fo r  the emergent farmer who i s  being  
encouraged to  move away from su b s is te n c e ,  towards 
in t e g r a t io n  in  the market economy. This e s s e n t i a l  
t r a n s i t i o n  in  a g r ic u l t u r a l  development i s  In var iab ly  
a s s o c ia te d  with  g r ea ter  r i s k s ,  for  example through crop 
s p e c i a l i s a t i o n ,  adoption of h ig h e r -y ie ld in g  tech n iq u es , and 
o b ta in in g  c r e d i t  to carry out th ese  in n o v a t io n s .  Increased  
r i s k  on the one hand needs to  be counterbalanced by 
compensatory Insurance measures on the o th er .  Without such 
a ssu ran ce ,  farmers w i l l  continue  to  act c o n s e r v a t iv e ly ,  and 
r e s i s t  change.

In a d d it io n  to  crop Insurance, cover a g a in st  l i v e s t o c k  
l o s s e s  are Important. The l o s s  of  an ox or cow may have  
dramatic consequences fo r  the farmer who Is  n on eth e less  
o b l ig e d  to  keep up loan repayments, even though he can no 
longer  make use o f  the draught animal or obta in  milk from 
the cow. L iv esto ck  in su ran ce ,  however, i s  g e n e r a l ly  at  
l e a s t  as d i f f i c u l t  to  adm in ister  as crop Insurance, and 
there  are very few s u c c e s s f u l  examples. In Egypt, there  I s  
a system whereby su b scr ib ers  pay a small monthly sum for  
which they r e c e iv e  f r e e  v e te r in a r y  s e r v ic e s  and q u a n t i t i e s
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of s u b s id ise d  feed stu ffs>  in  excess  of the standard quota.  
In the event o f  death 75 percent of  the estim ated p r ic e  of  
the animal may be claim ed.

For the commercial farmer, who has s p e c ia l i s e d  in to  
producing fewer commodities but at  a higher r i s k ,  crop 
insurance needs are c le a r .  Insurance can enable him/her to  
e s t a b l i s h  a cropping plan fo r  high p r o d u c t iv i ty  and which 
f u l l y  r e f l e c t s  market requirem ents.

Farmers are confronted with many a sp ec ts  o f  in s e c u r i ty  
because t h e ir  l i v e s  and property are threatened by a 
m ultitude o f  r i s k s .  In the case  of  crop and l i v e s t o c k  
in su ran ce ,  H a z e l l ,  Pomareda and Valdes (2 )  conclude that:  
"Insured r i s k s  should be r e s t r i c t e d  to na tu ra l  hazards such 
as h a i l ,  f lo o d  and hurricane damage. Such r i s k s  avoid the  
problem of moral hazard, and they can be e a s i l y  monitored 
and the damage a s se s se d  at reasonable c o s t .  Much of the  
data fo r  a c t u a r ia l  c a lc u la t io n s  i s  a l s o  o f te n  a v a i la b le  from 
l o c a l  weather s t a t i o n s ,  and the r i s k s  can be eva lu a ted  at  a 
re g io n a l  rather  than at the farm l e v e l" .

A fu rth er  co n c lu s io n  i s  that there i s  con s id era b le  scope for  
the development o f  other  types o f  r i s k - s p e c i f i c  insurance  
fo r  Third World farmers. Inc lud ing  a cc id en t  and l i f e  
Insurance, t h e f t  insurance for  l i v e s t o c k  and machinery, and 
f i r e  Insurance for  b u i ld in g s .  An approach to implementing 
a g r ic u l t u r a l  in su ran ce ,  as opposed to  purely  crop in su ran ce ,  
i s  g iven  in  a l a t e r  s e c t io n  of t h i s  a r t i c l e  which draws on 
the s u c c e s s f u l  ex p er ien ce  o f  farmers' m u tu a ls /c o -o p e r a t iv e s  
in  France.
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rPRDPEKIY

-  buildings
-  livestock
-  crops

-PERSONS

LIHIRD PARTIEŜ

Figure 1 

Agricultural Risks

■•Natural-

Qljnate -  Lightening, fire, hall, windstorm, 
tornado, drought, flood, etc. 
Livestock (e.g. foot & nnuth)

Sickness
Plants (e.g. mildew)

Vermin -  rats, locusts
Wild animals -  snakes (e.g. cattle)

-Hanan factor

-Social & political: theft, war, changes in legislation 
(e.g. ownership r i^ t s  etc.)

■Economic

■Natural.
-Human factor
-Political-----
-Social---------
.Economic-

'lack of infrastructure (e.g. roads, storage & 
marketing facilit ies , purchase of inputs) 
Price fluctuations, capital obsolescence 
Economic progress (e.g. conpetition)
No markets, buyer Insolvency

Death, sickness, accident 

. Civil war
Vbrkmen's compensation
Inability to work (e.g. unenployment)

/Liability.
Accident -  damage to persons or property 
Damage to the environoent 
Product liability

-TP insolvency- -To repair damage to
-  person
-  p rc ^ r ty

Source: J.Y. Nouy
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CREDIT INSURANCE

Many th e o r e t ic a l ly - s o u n d  insurance schemes never get o f f  the 
ground because of  the formidable task  of c o l l e c t i n g  premiums 
from sm all farmers on a regular b a s i s .  In some c a s e s ,  for  
example fo r  commercial farmers, t h i s  problem has been 
a l l e v i a t e d  through compulsory p a r t ic ip a t io n  of a l l  farmers 
c u l t i v a t i n g  a s p e c i f i c  crop in  a s p e c i f i c  area. But for the 
m ajor ity  o f  farmers, i t  i s  by no means c e r ta in  that  
c o l l e c t i o n  o f  premiums w i l l  be ea sy ,  even with compulsory 
p a r t i c i p a t i o n .  Many farmers would simply view th is  as an 
a d d it io n a l  tax  to be avoided i f  at a l l  p o s s ib l e .

Largely  fo r  the above reason, the l in k in g  o f  insurance  
schemes w ith  short-term  a g r ic u l tu r a l  c r e d i t  appears to be by 
fa r  the most r e a l i s t i c  and p r a c t ic a b le  approach to pursue. 
With c r e d i t  insurance, the e n t ir e  amount of  the loan i s  
normally in su red ,  and premiums can be deducted from the loan  
advance. Therefore i f  a farmer obta ins c r e d it  with which to  
purchase f e r t i l i z e r ,  the value of the loan i s  autom atica lly  
in creased  by a small amount to cover the insurance elem ent.  
Assuming a l l  goes w e l l  and a reasonable crop i s  harvested in  
the a rea ,  the f u l l  amount of the loan i s  repaid . I f ,  
however, y i e l d s  are badly a f fe c te d  by drought, the loan (or 
at l e a s t  a major part of i t )  i s  not repayable. F in a l ly ,  i f  
any farmer who i s  not a borrower d ec id es  to have h is  crops 
Insured and i s  w i l l i n g  to pay the premium, the scheme could  
be extended to  him on a voluntary b a s i s .

Thus In teg ra ted  with a g r ic u ltu r a l  c r e d i t ,  the crop insurance  
w i l l  in v o lv e  hardly any a d d it io n a l  ad m in is tra t iv e  c o s t s .  
Moreover, the crop insurance e f f e c t i v e l y  p ro tec ts  the 
a g r ic u l t u r a l  c r e d it  s tru ctu re  from a g r ic u l tu r a l  hazards. At 
the  same t im e, i t  avoids the farmer g e t t in g  in to  long-term  
debt due to  non-repayment o f  lo a n s .  For the emergent farmer 
who i s  moving Into the commercial s e c t o r ,  i t  i s  important to  
m aintain c r e d i t  w orthiness at  the bank. Crop insurance can 
play  a v i t a l  r o le  here .
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Credit Insurance can act as a c a t a ly s t  fo r  a g r ic u l tu r a l  
development by extending the c r e d i t  market to  groups of 
borrowers who p rev iou s ly  could not obta in  c r e d i t .  This may 
happen i f  Insurance s u f f i c i e n t l y  lowers the d e fa u lt  r i s k  of  
honest borrowers or i f  i t  converts a s s e t s  that p rev iou sly  
had no c o l l a t e r a l  value in to  accep tab le  c o l l a t e r a l .

Premium ra tes  should be s e t  at a l e v e l  which b e n e f i t s  the 
borrower and keeps the borrower/lender r e la t io n s h ip  i n t a c t ,  
rather than simply p ro tec t in g  the lend ing  i n s t i t u t i o n  with  
the farmer paying the p r ic e .  In a d d it io n ,  the c r e d i t  
insurance system w i l l  obv iously  only  operate e f f e c t i v e l y  
where there i s  already good ad m in is tra t iv e  co n tro l  over loan  
repayments. In Kenya, the minimum guaranteed return scheme 
(GMR) was d iscontinued  in  1979 mainly because of  the poor  
repayments of  loans by farmers who had good crops and 
a ga in st  whom l i t t l e  or no e f f e c t i v e  a c t io n  was taken to  
enforce  repayments. The scheme, fo r  maize and wheat o n ly ,  
operated as an Insurance a g a in st  the repayment of  a crop 
loan in the event of the harvested gra in  being l e s s  than the 
amount borrowed. The compulsory premium was four percent of
the value of the loan and a government subsidy made up any
s h o r t f a l l  in  the c o s t  of the scheme. In rec o g n it io n  of the
p o te n t ia l  o f  th is  system i f  adm inistered e f f e c t i v e l y ,  i t  has
r e c e n t ly  been re introduced.

B r a z i l ' s  crop Insurance programme (PROAGRO) was e s ta b l ish e d  
in  1973 as a voluntary scheme to  a s s i s t  farmers in  repaying  
th e ir  loans in  the event of c e r ta in  natural d i s a s t e r s .  The 
programme su ffered  heavy lo s s e s  during the f i r s t  few y e a r s ,  
and has survived with the aid of  large  government su b s id ie s  
(58 percent o f  PROAGRO's revenue in  1980). A number of  
s u b s ta n t ia l  changes have been made s in c e  1980. Beforehand, 
i t  a t tr a c te d  only a small number of farmers who tended to be 
h ig h -r is k  producers. I t  i s  now compulsory for  a l l  farm 
production lo a n s .  Instead of  a standard premium o f  one 
p ercen t ,  the premium now in crea ses  with the proportion of  
the loan covered and frequency of c la im s .
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F in a l ly ,  experience  of c r e d i t  Insurance in  Japan has been
p o s i t i v e .  T. Yamauchi (1)  concludes th a t  "A short-term  
c r e d i t  system linked  to  crop insurance contributed
im portantly to  in c r e a se s  in  the production o f  s ta p le  food in  
the ea r ly  postwar years".

ORGANISATION AND FINANCE

Role of  government. Farmers' o rg a n isa t io n s  could v a l id ly  
argue that f in a n c ia l  a s s i s ta n c e  from government, in  s e t t i n g  
up insurance schemes or in  su b s id is in g  premiums, i s  an 
investment for  ach iev ing  higher production and avoid ing  
expensive  im portation  of food commodities. Indeed, some 
degree o f  government su b s id is a t io n  seems to  be a
p recon d it ion  to the f in a n c ia l  v i a b i l i t y  of  crop insurance  
schemes, p a r t ic u la r ly  in  the i n i t i a l  s t a g e s .  However, 
s u b s id ie s  should be used for the farmers' b e n e f i t ,  and not 
simply supporting in c r e a s in g ly  c o s t ly  a d m in is tra t iv e
system s, as has been the case in  some c o u n tr ie s .  
Furthermore, i f  s u b s id ie s  become a very large  part of  the 
insurance scheme's Income, the q uest ion  a r i s e s :  i f  the
government funds were not being used for insurance , would 
they n e v e r th e le s s  be employed for ag r icu ltu re?  I f  s o ,  are 
there  b e t te r  ways of  using the funds?

As fa r  as o rg a n isa t io n  i s  concerned, one point i s  c l e a r .  I f  
crop and l i v e s t o c k  insurance schemes are adm inistered  
e x c lu s iv e ly  by government o f f i c i a l s ,  the chances of  su ccess  
are very small indeed . R. Roberts (3 )  s t a t e s  that  "Crop 
insurance in  developing cou n tr ies  i s  too f u l l  of 
o p p o r tu n it ie s  for  n egative  p o l i t i c a l  in f lu e n c e  fo r  i t  to  be 
handled by a g en c ies  vulnerable  to p o l i t i c a l  p u l l" .  Roberts 
draws on the exper ience  o f  Costa Rica to  i l l u s t r a t e  t h i s  
p o in t .  In the 1981/1982 crop season a drought in  the r ic e  
producing areas r e su lte d  in  lo s s e s  estim ated at nearly  three  
times the o f f i c i a l  reserves  (US$ 1.9m). Some A5 percent had 
been taken by the government for other purposes, lea v in g  a 
fund of US$ Im to  meet indem nities  of  f i v e  times th is  
amount.
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Co-operatives and farmers' m utuals. The most promising  
organ isat ion s  for  adm inister ing  crop and l i v e s t o c k  insurance  
are those in which farmers are w e l l  rep resen ted .  These 
include a g r ic u l tu r a l  c o -o p e r a t iv e s ,  farmers' mutuals, and 
ce r ta in  cred it /b an k in g  i n s t i t u t i o n s  o p era t in g  in rural  
area s .  For e f f e c t i v e  low -cost a d m in is tr a t io n ,  the
organ isa t ion  needs to be c lo se  to farmers and have th e ir  
confidence . I f  commercial companies, u s u a l ly  based in  
c a p i ta l  c i t i e s ,  found i t  worth th e ir  w hile  to provide crop 
insurance s e r v ic e s  to  small farmers, they would a lready be 
doing so .  C learly  such schemes need to  be b u i l t  on e x i s t i n g  
rural o r g a n isa t io n s .  Moreover, the most s u c c e s s fu l  
insurance schemes are those where the i n i t i a l  impetus has 
come from farmers and th e ir  o r g a n is a t io n s ,  and not from 
government.

Mixed c a p i ta l  v e n tu r e s . I n te r e s t in g  compromises with great  
p o te n t ia l  include mixed c a p i ta l  ventures in  var io u s  p o s s ib le  
combinations, between p u b lic /co m m erc ia l /co -o p era t iv e  
o rg a n isa t io n s .  Experiences in t h i s  domain are r e l a t i v e l y  
new, and i t  remains to be seen i f  they can indeed reach a 
mass market, or i f  they w i l l  in s tead  remain confined  to
r e l a t i v e l y  few la r g e - s c a le  farmers.

In Ecuador, the Compania Nacional de Seguros Agropecuarios  
was e s ta b l ish e d  as a normal insurance agency. The s tock  was 
purchased by both p u b lic  and p r iv a te  e n t i t i e s .  At the
o u t s e t ,  the p u b lic  s ec to r  held an overwhelming c a p i t a l  
p o s i t io n .  In a d d it io n ,  the c e n tr a l  bank supplied  the  
reserv e .  However, the by-laws are open to  (and management 
openly seek s)  new in v e s to r s  from the p r iv a te  s e c t o r .  
C o-operatives ,  mutual aid a s s o c ia t io n s ,  organised  producers,  
and other s e r v ic e  or f in a n c ia l  i n s t i t u t i o n s  can supply  
c a p i ta l  and p a r t ic ip a te  as members o f  the board of
d ir e c t o r s .  The insurer  i s  in  the p r iv a t e ,  n o n -p ro f it  
s e c to r ,  and as such operates  as an Independent e n t i t y
c o n tro l led  by i t s  board of d ir e c to r s  and regu la ted  by the 
insurance laws of the country. The in su rer  i s  thus o u ts id e  
the government hierarchy and operates  under i t s  own ru le s  
and by-laws.
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In B o l iv ia ,  a s l i g h t l y  d i f f e r e n t  approach to the  
m ixed -cap ita l  venture i s  being tr ie d  -  a p r iv a te  s e c t o r ,
n o n -p r o f i t ,  mutual in su r e r .  Aseguradora B o liv ian a
Agropecuaria began as a government i n s t i t u t i o n  but i s
evo lv in g  toward a mutual i n s t i t u t i o n  in  which the insureds  
themselves are the owners of  the company. However, a 
p r o fe s s io n a l  management i s  re ta ined  to fu n ct io n  as an
intermediary and to p ro tec t  the company's a s s e t s .

YIELD STATISTICS

R elia b le  e s t im a tes  of  y i e l d s ,  which can be obtained when 
necessary at very short n o t i c e ,  are a p r e r e q u is i t e  to  an 
e f f e c t i v e  crop insurance system . Indeed, the lack  o f  such 
u p -to -d ate  y i e ld  s t a t i s t i c s  in  the developing c o u n tr ie s  has 
been a major co n s tr a in t  h indering the development of
e f f i c i e n t  crop insurance programmes. However, new
te c h n o lo g ic a l  in novations  could d r a s t i c a l l y  Improve t h i s  
s i t u a t i o n .  Since the 1984 drought year in  A fr ic a ,  the Kenya 
Rangeland E co lo g ica l  Monitoring Unit (Kremu) has been 
p e r fe c t in g  new technology for  y ie ld  determ ination .

F i r s t ,  sample a e r ia l  photographs of s e le c te d  areas are 
taken. These are to  determine the percentage of land area 
in  a d i s t r i c t  under the crop ( e . g .  m aize) .  A second process  
of determining the y i e ld  per acre fo l lo w s .  This i s  done by 
the use of airborne d i g i t a l  photometers. To get as accurate  
r e s u l t s  as p o s s ib l e ,  a d i s t r i c t  i s  d iv ided in to  g r id  c e l l s ,  
some of them f i v e  k ilom etres  square and o th e r s  ten  
k i lo m etres .  The average y i e ld  o f  each ' c e l l '  i s  worked out 
and from i t  the d i s t r i c t  average i s  taken.

The t o t a l  land area in  the d i s t r i c t  under maize i s  obtained  
through another a e r ia l  photographic p r o c e ss .  This i s  used 
w ith  the other inform ation to  work out the expected y i e l d .

The methods were t e s t e d  in  1984 when e ig h t  major maize 
growing d i s t r i c t s  in  Kenya were surveyed and proved 
s u c c e s s f u l .  The method was i n i t i a l l y  developed to  survey
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maize y i e l d s ,  but I t  w i l l  a l s o  be u s e f u l  in  fo r e c a s t in g  the 
y ie ld  of other g r a in s .  This system has many advantages over  
t r a d i t io n a l  ground su rveys ,  because i t  i s  f a s t .  Whereas i t  
takes at l e a s t  f i v e  weeks to  survey 300 f i e l d s ,  a e r ia l  
survey takes only nine hours. I t  i s  a l s o  p o s s ib le  with  
a e r ia l  photography to  survey areas th a t  are in a c c e s s ib le  by 
road.

FARMERS* MUTUALS: LESSONS FROM FRANCE (A)

I t  i s  c l e a r ly  n e ith er  p o s s ib le  nor ap propriate  to  transpose  
insurance s tr u c tu r e s  from an i n d u s t r ia l i s e d  country to  a 
developing country . However, there are s tron g  p a r a l l e l s  
between the a g r ic u l t u r a l  insurance problems faced  by French 
producers a hundred years ago and the s i t u a t i o n  in  some 
develop ing  c o u n tr ie s  today. The Assurances M utuelles  
A g rico les  (AMA) was created by sm all farmers who had no 
access  to insurance at  the beginning o f  the tw entie th  
century . I t  i s  today an a g r ic u l tu r a l  o r g a n isa t io n  with a 
long h is to r y  of s u c c e s s ,  from which l e s s o n s  can be learned.  
AMA has adm ittedly b en efited  from S ta te  support in  the form 
of su b s id ie s  and tax  a llow an ces ,  but i t  has nonethe less  
shown i t s  a b i l i t y  to respond to  farmers' needs for s e c u r ity  
and provide economic impetus to  the ru ra l  community.

In 1980, a g r ic u l tu r e  was the main economic a c t i v i t y  and 
employed about A5 percent o f  the working population  in  
France. Side by s id e  with a m inority  o f  b ig  landowners, 
farms were sm all ,  prov id ing  a small average income, because 
the bulk of  th e ir  production was intended for  lo c a l  
consumption.

The economic developments in  the n in e te e n th  century caused  
upheavals in  t r a d i t io n a l  s tr u c tu r e s  and new id e a s ,  l inked  
w ith  the advantages o f  a s s o c ia t io n ,  began to  p enetrate  the 
cou n trys id e .  In the f i e l d s  of  Insurance, the farmers 
spontaneously  created  mutual Insurance o f f i c e s ,  known as 
" ca isse s"  (5 )  to  guarantee th e ir  l i v e s t o c k ,  and other  
" ca isses"  fo r  mutual a s s i s t a n c e .  These o f f i c e s  were created  
with no l e g a l  support.
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The meagre c a p i t a l  o f  the peasants c o n s is ted  of th e ir  
dw ellings  and the barn con ta in in g  grain  and fodder. But the  
most r isky  investment was the purchase of draught anim als,  
whose death could compromise the economic su rv iv a l  of  the 
farm. Farmers' fe d e r a t io n s  encouraged the crea t io n  of lo c a l  
insurance " c a is se s"  in  the form of mutuals, whose members 
could e x e r c is e  a personal and permanent con tro l  on each 
o th er .  Their operation  was both simple and pragmatic: the
necessary  funds were c o l l e c t e d  by the President a t  the 
General Meeting in  order to compensate v ic t im s  of l o s s e s  on 
the sp o t ,  and when there was a su rp lu s ,  i t  was d is tr ib u te d  
to  the members.

This system of r e c ip r o c a l  insurance can only cover l im ited  
r is k s  such as l i v e s t o c k ,  w h ile  h a i l ,  a major r i s k ,  cannot be 
covered because i t  req u ires  a wide spread o f r i s k .  The 
su ccess  of  these  " c a is s e s "  was n on eth e less  considerab le  
because the op erating  system was simple and c o s t s  were not 
increased by overheads. The persons who c o n tr o l le d  them had 
confidence in  the system because they took an a c t iv e  part in  
i t .

A law of Ju ly  4th 1900 a llow ed the crea t io n  of A g r icu ltu ra l  
Mutual Insurance o f f i c e s  in  the form of a farmers' 
fe d e r a t io n .  Farmers' mutual o f f i c e s  could henceforth  be 
created  without any a d m in is tr a t iv e  f o r m a l i t ie s  and would be 
exonerated from the tax  on insurance p o l i c i e s .

These o f f i c e s  were ab le  to group together  for re insurance at  
a reg ion a l and n a t io n a l  l e v e l .  They were thus ab le  to  
insure  r i s k s  l i k e  f i r e  and h a l l  which require a wide spread  
o f  r i s k .

Gradually, l o c a l  o f f i c e s  were s e t  up in  numerous v i l l a g e s  
s p e c i a l i s i n g  in  in d iv id u a l  r i s k s .  The " l iv e s to ck "  o f f i c e s  
developed rap id ly  u n t i l  1910, because they were 
s e l f - s u f f i c i e n t .  The f i r e  o f f i c e  appeared l a t e r ,  as and 
when in te r n a l  reinsurance allowed a wider geographic spread 
of r i s k s .  The h a l l  o f f i c e s ,  which require a n a t io n a l  spread 
of r i s k ,  only began to develop a f t e r  1935.
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The lo c a l  " c a ls s e s " . These are administered by unpaid 
d ir e c to r s  dem ocratica lly  e le c te d  by the members. An 
honorary secre tary  Is resp on s ib le  for c o l l e c t i n g  premiums, 
underwriting r isk s  and s e t t l i n g  c la im s.  A l l  the premiums 
are c o l le c te d  at the beginning o f the year . Farmers are 
f r e e  to jo in  or not to jo in  these lo c a l  " ca ls se s" .

Regional " c a ls s e s " . Like the lo c a l  " c a ls s e s " ,  these  
s p e c i a l i s e  by c la s s  of insurance ( h a i l ,  f i r e ,  l i v e s t o c k ,  
a c c id e n t ) .  Their purpose i s  to re insure  the lo c a l  " ca lsses"  
and they are created by the lo c a l  " c a is se s"  on the 
i n i t i a t i v e  of a g r ic u ltu r a l  fe d e r a t io n s .

They are a lso  administered by unpaid and e le c te d  d ir e c t o r s .  
They p r o g r e ss iv e ly  re c r u it  paid personnel to  organise  the 
l o c a l  " ca is se s" ,  manage Insurance a p p l ic a t io n s  and claims  
f i l e s ,  c a lc u la te  reg ion a l t a r i f f s  on the b a s is  of  
s t a t i s t i c s ,  and manage the reinsurance a c t i v i t i e s .

Central " c a l s s e s ". The cen tra l  " c a ls s e s " ,  a l s o  s p e c i a l i s e  
by c la s s  of insurance, and are administered by unpaid 
e le c te d  d ir e c to r s .  Their main purpose i s  to re in su re  the 
reg ion a l " ca lsses"  under an in te r n a l  re insurance scheme 
provid ing  a nation a l spread of r i s k .  They were created  
between 1906 and 1925 by the reg ion a l " c a is s e s " .  They made 
p r o g r e s s iv e ly  greater  c a l l  on outward reinsurance and a lso  
acted  as spokesmen for the a g r ic u l tu r a l  p r o fe s s io n .

A g r icu ltu ra l  developments led to  Increased needs for  
Insurance (o f te n  linked with the development o f  c r e d it  
f a c i l i t i e s )  which were not s a t i s f i e d  by the t r a d i t io n a l  
companies because th e ir  a c q u is i t io n  c o s t s  were too high and 
because the peasants had no confidence  in the c i t y .

The m utualist  s tructure  made i t  p o s s ib le  to  teach farmers 
the mechanisms of insurance In a c l im ate  o f  mutual 
c on f id en ce .  I t  a lso  favoured human promotion: tens  of
thousands of farmers have become d ir e c t o r s .  In t h i s  way, 
they have come to f e e l  r e sp o n s ib le  for the o rg a n isa t io n  and 
have been trained in management techn iques .
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In 1983, the AHA c o n s is te d  o f  26 ,000  lo c a l  " c a is s e s " ,  68 
r eg ion a l " ca isse"  and one c e n tr a l  " c a is se  I t  covered
over 70 percent of  French farmers and i t s  premium income 
amounts to  FF 8.A5 b i l l i o n  or 7 .2  percent of  the n o n - l i f e  
Insurance market in  France.

The s tr u c tu r e  has gra d u a lly  been adapted to  new 
requirements: the " c a is se s"  s p e c i a l i s i n g  in  d i f f e r e n t
c la s s e s  of insurance have p r o g r e s s iv e ly  merged and each  
lo c a l  "ca isse"  can now cover a l l  n o n - l i f e  r i s k s ,  which are  
then re insured by the reg io n a l  and c en tra l  " c a is se " .

Whereas the f i r s t  r isk s  insured were very small ( l i v e s t o c k ,  
for  example, a t  the beginning of the c en tu ry ) ,  AMA now 
covers major r i s k s  by in te r n a l  reinsurance ( th e  big  
co -o p e r a t iv e  a s s o c i a t i o n s ) ,  new r i s k s  ( c r e d i t  insurance)  and 
s p e c i f i c  s o p h is t ic a te d  crop insurance programmes (tob acco ,  
fo r e s t r y ,  seed-corn  and poppy).

Conclusion

The aim of t h i s  paper i s  to put a l t e r n a t iv e  crop insurance  
approaches in to  p e r s p e c t iv e .  S p ec ia l  emphasis i s  placed on 
the r o le  of c o -o p e r a t iv e s ,  farmers' mutuals and the l in k in g  
of crop insurance with c r e d i t .  Whichever approach i s  
adopted, i t  i s  Important to  bu ild  up insurance systems on a 
s t e p -b y - s t e p  b a s i s ,  fo r  in s ta n c e  from s m a l l - s c a le  p i l o t  
schemes in  s e le c t e d  ru ra l  a r e a s ,  in v o lv in g  the f u l l  
p a r t ic ip a t io n  of  farmers.

In the case  of su b s is te n c e  farmers and the la n d le s s ,  i t  has  
been suggested  that  more c a r e f u l ly  targeted  r e l i e f  measures 
and food-for-w ork  schemes may be more appropriate  than  
insurance as such. Furthermore, the whole concept of  
insurance i s  a l i e n  to many sem i-su b s is te n c e  farm ers. In 
In stan ces  where natural hazards are seen as "Acts of  God" -  
as parts  of l i f e  which have to  be accepted -  education  to  
a l t e r  a t t i t u d e s  and overcome taboos may be a p r e r e q u is i t e  to  
crop insurance.
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When a widespread d i s a s t e r  s t r i k e s ,  i t  i s  doubtfu l  that  
conventional crop insurance i s  an appropriate remedy. For 
such ca se s ,  emergency or d is a s te r  funds are more s u i t a b l e .  
These can be financed by an annual lev y  on marketed 
production, counterpart funds created by the s a l e s  of  
emergency food a id ,  nation a l government f in a n c e ,  
in te r n a t io n a l  funding ( e . g .  Stabex payments under the Lome 
Conventions), or a combination of  a l l  four . In T u n is ia ,  fo r  
example, a levy  i s  imposed on a g r ic u ltu r a l  commodity s a l e s  
for a d i s a s te r  fund. As with crop insurance, c o - o p e r a t iv e s ,  
farmers' mutuals and other farmers' o rg a n isa t io n s  have a 
ro le  to play in  e s t a b l i s h in g  and op erating  e q u ita b le  
d is a s t e r  funds.
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BRITISH CREDIT UNIONS IN 1985: AN ANALYSIS

by R.D. Donnelly *

Credit unions are v i r t u a l l y  unknown in  the United Kingdom 
o u ts id e  Northern Ire la n d . They are perhaps the best  kept 
f in a n c ia l  s e c r e t  in the country. I f  more people knew of 
them there would be many more because the b a s ic  message of 
c r e d i t  unions -  savings and t h r i f t  a l l i e d  to low co st  c r e d it
-  a f f e c t s  everyone reg a rd less  o f  creed, co lou r ,  s ta tu s  or 
p o l i t i c a l  persuasion .

In other  parts o f  the world such as the U.S.A. and Canada
they are an important and in te g r a l  part of the f in a n c ia l
system . Although c r e d i t  unions in  the U.K. have grown over 
the l a s t  f i v e  years they are s t i l l  very sm all .  The purpose 
of t h i s  study i s  to examine what progress they made, th e ir  
p o s i t io n  in  September 1985 ( th e  l a t e s t  date for  which
r e l i a b l e  information i s  a v a i la b le )  and to consider  what
problems they face in th e ir  future  development.

The present study of the p o s i t io n  of B r i t i s h  c r e d i t  unions  
i s  the f i r s t  o f  i t s  k ind . The f ig u r e s  used in  t h i s  a r t i c l e  
come from the 1985 annual returns of  the c r e d i t  unions which 
they are required to send to the R egistry  of  Friendly  
S o c i e t i e s  by the 31 March a f t e r  the year end concerned.

The survey covers 49 c r e d i t  unions out of  the 64 in  
membership of the A sso c ia t io n  o f  B r i t i s h  Credit Unions Ltd. 
The other 15 had e i t h e r  not submitted returns or were of 
such small s i z e  as to  be s t a t i s t i c a l l y  in s ig n i f i c a n t  
comprising l e s s  than 9 percent of  c r e d it  union t o t a l  
membership. There are a few other small c r e d i t  unions not 
in  membership of the A sso c ia t io n  but again they are 
s t a t i s t i c a l l y  i n s i g n i f i c a n t .

A sso c ia t io n  o f  B r i t i s h  Credit Unions L td . ,  
Skelmersdale.

1 7 1



In 1985 the t o t a l  number of members in c r e d i t  unions  
a f f i l i a t e d  to the A sso c ia t io n  of B r i t i s h  Credit Unions was 
17,727 o f which 16,125 or 91 percent are covered by th is
survey.

Credit Unions -  What are They?

Credit unions are f in a n c ia l  c o -o p e r a t iv e s .  They are 
regulated by the R eg is tra r  of  Friendly S o c ie t i e s  under the  
In d u str ia l  and Provident S o c ie t i e s  Act 1965 and the Credit  
Union Act 1979. Their precursors in  the U.K. were c a l le d
"menages" in  Glasgow, " tontines"  in  L iverp oo l,  and many
other names in  other  p la c e s .  They provide two b a s ic  
s e r v ic e s  to th e ir  members: convenient sav ings and cheap
lo a n s .  In a d d it io n  some c r e d i t  unions o f f e r  b i l l - p a y in g  
s e r v ic e s  and cheap l i f e  assurance to members. These members 
save on a regular b a s is  and loans are a v a i la b le  of up to  
£2,000 over th e ir  share l e v e l .  The maximum le v e l  for
shareholding i s  a t  present £2,000 making the maximum
p o ss ib le  loan £4 ,000 . The rate  of in t e r e s t  charged i s  a 
maximum of 1 percent per month on the d e c l in in g  balance,  
that i s  12.68 percent APR. *

The cr e d it  union i s  c o n tr o l le d  by a board o f  d ir e c to r s  
e le c te d  at the annual general meeting of the members. 
A pplicat ions  for  loans are considered by the Credit  
Committee, a l s o  e l e c t e d  by members, who report to  the board 
on the s t a t e  of the loan p o r t f o l i o .  In tern a l  audit i s  
conducted by the Supervisory Committee, again e l e c t e d ,  whose
fu n ction  i s  to ensure that the c r e d it  u n io n 's  system of
con tro ls  i s  working. Almost a l l  B r i t i s h  c r e d i t  unions are 
v o lu n t e e r - s t a f f e d ,  opening at most s i x  hours per week, in  
church h a l l s ,  community cen tres  and c i t i z e n s '  advice  
bureaux.

Most cr e d it  unions in  B r ita in  are members of the A sso c ia t io n  
of B r i t i s h  Credit Unions Ltd. (ABCUL), which in  1985 had 64

annual percentage r a te .
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members. This c en tra l  body provides Insurance bonding, 
managerial and data p rocess in g  s e r v ic e s .  About fourteen  
other  c r e d i t  u n ions , with very small memberships, belong to 
the Federation  o f  Credit Unions, a very c a th o l ic  
o r g a n isa t io n  providing s im ila r  s e r v ic e s  to th e ir  members. 
The A s s o c ia t io n  o f  B r i t i s h  Credit Unions i s  a f f i l i a t e d  to  
the World Council of Credit Unions: the Federation i s  not.

C redit Unions In te r n a t io n a l ly

Vfhile c r e d i t  unions may be small in  Great B r ita in  t h i s  i s  
not the case in  other c o u n tr ie s .  Credit unions are large  
f in a n c ia l  i n s t i t u t i o n s  in  many c o u n tr ie s ,  p a r t ic u la r ly  in  
the o ld  Commonwealth and the United S ta te s .  They are a lso  
very la r g e  in  Ir e la n d ,  the Caribbean and parts of A frica  and 
A sia .  The fo l lo w in g  ta b le  in d ic a te s  the p o s i t io n  of the
World C redit Union Movement in 1985.

The period of  rapid advance in the g lob a l c r e d it  union
movement i s  in  the United S ta te s ,  Canada and A u stra l ia  but 
i s  ev id en t  in  A fr ica  and A sia .  This i s  recognised  by the
World Council and aid for such development i s  granted by the
Council and by the Credit Union N ational A sso c ia t io n  of the 
United S t a t e s .

Credit Unions in  the  United Kingdom

In the United Kingdom c r e d i t  unions made very l i t t l e  
p r o g r e s s ,  w ith  the ex cep t io n  of Northern I r i s h  c r e d it  
u n io n s ,  u n t i l  very r e c e n t ly .  There are many reasons for  
t h i s  lack  o f  development. The p r in c ip a l  reasons were the 
B r i t i s h  p e o p le 's  lack  of need for c r e d i t  pr ior  to  the 1970s, 
and the d i f f e r e n t  methods by which such c r e d i t ,  where i t  was 
needed, could be made a v a i la b le  to a l l .  Of course the price  
could be h igh  but funds were always a v a i la b le  when they were 
required  and the w ell -d ev e lo p ed  f in a n c ia l  s e c to r  in the 
country provided a s a f e ,  c e r ta in ,  and lo c a l  base for  
s a v in g s .  The consumers' co -o p e r a t iv e s  a l s o  provided a sa fe  
base for  working c la s s  sa v in g s ,  and when th e ir  preponderance 
i s  considered  i t  i s  not su rp r is in g  that the c r e d i t  union 
movement deve lop in g  elsewhere never got o f f  the ground in  
the U.K.
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By the l a t e  1970s the p o s i t io n  had a l t e r e d .  The population  
of the U.K. was now much more of a consumer s o c i e t y  and used 
to  employing c r e d it  as a means of s a t i s f y i n g  m aterial  
d e s i r e s .  Banks had begun to withdraw from large  parts of  
our c i t i e s  and were becoming more Involved with the 
w holesale  money market than the r e t a i l  s e c t o r ,  and 
independent r e t a i l  co -op era t ive  s o c i e t i e s  which paid  
dividends in to  share accounts and thus accrued sav ings  had 
v i r t u a l l y  ceased to e x i s t .  By t h i s  time considerab le  
numbers of  people from Ireland and the new Commonwealth had 
emigrated to  the U.K., bringing with them the good news of  
cr e d it  unions and how to organise them, and so  c r e d i t  unions  
began to appear in  th is  country. By the time of the passing  
the Credit Union Act in  1979 there were 59 c r e d i t  unions  
a sso c ia te d  to  the Credit Union League of Great B r ita in  (now 
the A sso c ia t io n  of B r i t i s h  Credit Unions L td .)

Table 2 

Credit Unions in  1979

Number of  
Credit Unions 59

Members 10,300

A sse ts 1 ,034 ,000

Shares 964,000

Loans 834,000

Reserves 33,000

Average shares per member 93

Average membership of c r e d it  unions 174

Source: Credit Union League o f Great B r i t a in .
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The f i r s t  l e g i s l a t i o n  d ir e c t ly  concerned with c r e d i t  unions 
was the Credit Union Act 1979. At the pass ing  of th is  Act, 
the p o s i t io n  of the c r e d it  union movement was as o u t l in ed  in  
Table 2.

The idea underly ing  the cr e d it  union movement i s  that cr e d it  
unions are not p r im arily  b u s in esse s  but a s s o c ia t io n s  of  
peop le ,  c l o s e l y  kn it  by family or other bonds, who help each 
other in  times of  need. In order to  preserve the bond i t  i s  
recommended th at  membership of a c r e d i t  union should not  
exceed 200 p e o p le .  I f  more than 200 people want to j o i n ,  
then a second c r e d it  union should be s e t  up. Unfortunately  
many c r e d it  unions tended to be the property of  one fam ily  
or ,  even worse, an in d iv id u a l ,  and when the 1979 Act 
Introduced the requirement for  11 "competent o f f i c e r s "  these  
c r e d i t  unions had to s tru g g le  to  su rv iv e  and indeed many did  
not: a f t e r  1979 over 40 c r e d it  unions c lo sed  down.

The P o s i t io n  of a l l  Credit Unions in  1985

Since 1980 membership of c r e d i t  unions has grown by 72 
p ercen t.  More im portantly ,  shareholding has advanced by 241 
percen t ,  a s s e t s  by 257 percent and loans by 301 p ercen t .  
Reserves have grown s ix f o ld  in  the f i v e  years under study  
and the average sharehold ing , though s t i l l  too  sm all ,  has 
doubled. In 1985 there  were 64 c r e d i t  unions and, for such  
a small c o l l e c t i o n  of people t h i s  i s  no mean achievement and 
in d ic a t io n s  are that further  s u b s ta n t ia l  growth has occurred  
s in c e  then.

Table 3

Membership S iz e  and Savings In 1985

G row th  S i n c e  1980

Total membership 16,125
Average membership 329
Percentage of membership in

in  a f f i l i a t i o n  with ABCUL 91
Total shareholding £3,334 ,045
Average shareholding £206.76
T ota l a s s e t s £3 ,745 ,883
Reserves £206,314

176



Credit unions In the U.K. are divided in to  three ca teg o r ie s  
according to th e ir  common bond. The m ajority are community 
c r e d it  unions where people  have a communality of in t e r e s t  by 
v ir tu e  of l i v i n g  in  a small t i g h t l y - k n i t  d i s t r i c t .  Next are  
the a sso c ia te d  c r e d i t  unions formed round a p ro fe ss io n  such 
as ta x i  d r iv in g  or a s p e c i f i c  club or i n s t i t u t i o n .  They are  
fo llow ed by the num erica lly  sm a lle s t  group, the employee 
c r e d it  unions, where the common bond i s  the place of 
employment. There are 32 community cr e d it  unions, ten  
a sso c ia ted  c r e d i t  unions and seven employee c red it  unions  
included in  the r e s u l t s  ( e ig h t  of the missing cr e d it  unions  
were wound up during the year and the remainder were in  the 
process of c l o s i n g ) .

Table 4 shows the d i f f e r e n c e  between types of  cr e d it  union 
with respect to th ese  f i g u r e s .

Table 4

Community, A sso c ia ted  and Employee Credit Unions;
Membership. Shareholding A sse ts  and Reserves -  September

1985

Community A ssociated Employee

Numbers 32 10 7

Members 8,617 3,979 3,529

Average Membership 269 398 504

Shares £1 ,309 ,485 £1,309,911 £714,639

Average Shareholding £151,970 £329,200 £202,500

Reserves £86,298 £99,026 £20,990

Reserves for  members £12.79 £24.89 £5.95
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As a general r u le  i t  can be said that su ccess  depends on 
membership s i z e ,  member shareholding and good management. 
However, Table 4 shows that the employee and more e s p e c ia l l y  
the a sso c ia te d  c r e d it  unions are s e t t i n g  the pace. Average 
membership and average savings are both much higher in  the 
l e s s  numerous types of c r e d it  union than in  the community 
ones. Reserves fo r  members in the a sso c ia te d  c r e d it  unions  
are double those  o f  the community unions. The very low 
f ig u r e s  in  employee c r e d i t  unions i s  accounted for by the 
fa c t  that a l l  co n tr ib u t io n s  are made by p a y ro l l  deductions  
and there i s  thus l e s s  need for reserves to  be held to  cover 
bad d e b ts .  With the payroll  system bad debts are la r g e ly  
covered by funds held for the employee such as ly in g  in  time 
wages, redundancy payments or other d ism is sa l  b e n e f i t s ,  and 
from which any loan outstanding to  the c r e d i t  union can be 
c lea red  before  the employee r ece iv es  h is  parting  payment.

None of the c r e d i t  union sec tors  have enough members or 
enough savings but what movement there i s  can be found in  
the employee and, more e s p e c i a l l y ,  the a s so c ia te d  s e c t o r s .  
One reason why community cred it  unions are lagging  behind 
might be the in s i s t e n c e  on keeping membership low as a 
p o l ic y  to conform with "small i s  b ea u t ifu l"  ph ilosophy. Of 
the 32 community c r e d it  unions whose members t o t a l l e d  8 ,617 ,  
one -  Dalmuir Credit Union Ltd. -  accounted fo r  1,363  
members or 15 .8  percent of a l l  community c r e d i t  union 
members.

Lending P o l i c i e s

Credit unions e x i s t  because people need to  borrow money, not 
to  save i t .  Nobody in  the U.K. would j o i n  a c r e d i t  union to  
save , under present  l e g i s l a t i o n .  People j o in  to  borrow and 
because they wish to finance that borrowing at the lowest  
p o s s ib le  ra te  of  I n t e r e s t .

In 1985 c r e d i t  unions in  the sample le n t  out £ 4 ,117 ,141 ,  
made up of 10,501 lo a n s ,  the average loan being fo r  £255.32.  
I t  i s  in t e r e s t in g  to  note that th is  i s  only £48.56 more than 
the average sh areh o ld in g , thus making the r i s k  fa c to r  in
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c r e d i t  union management very sm a ll .  Of a l l  the loans  
granted in  the year 6 ,000  were for  l e s s  than £250; 2,763 for  
sums between £251-£500 and 1,168 for  sums between £501 and 
£1 ,000 . Only 6 percent of  a l l  loans made (570) were for  
sums In excess  of  £1,000 w ith  83 percent being for  sums of
l e s s  than £500. This 83 percent used 50 percent of  the
t o t a l  funds len t  out.  Two p o in ts  emerge from th i s :

1. The loan p o r t f o l io  i s  badly balanced, impairing  
c o n t r o l s .

2 .  The paperwork burden i s  increased  dram atica lly  -  as a 
loan for £100 requ ires  the same paperwork as a loan for  
£2,000 -  and crea tes  d isco n ten t  w ith in  management.

The p o s i t io n  i s  not much improved when the f ig u r e s  are 
broken down in to  s e c t o r s .

A l l  c r e d i t  unions lend at the lower end of the a v a i la b le  
range (community c r e d it  unions g iv e  82 percent of th e ir  
loans to  members for sums of l e s s  than, £500), the average  
loan being £172 .38 . This imbalance i s  even more marked 
amongst employee cr e d it  unions where 92 percent of funds are 
l e n t  in  sums up to £500, the average loan being £323 .17 .  
Only among a sso c ia te d  c r e d i t  unions i s  there any su ggest ion
that c r e d i t  unions are moving away from the f i r s t  category
of loan . Even here 54 percent o f  funds are for  loans of 
l e s s  than £500, with an average loan of £374.75.

Several con c lu s ion s  can be drawn from the loan f ig u r e s .  
F ir s t  i s  the p o s i t i v e  fa c to r  that  c r e d i t  unions do f u l f i l  an 
important r o le  that other  f in a n c ia l  i n s t i t u t i o n s  do n o t .  
I . e .  the granting  of small unsecured loans to people who 
might not otherwise get loans except at  very high ra te s  of 
i n t e r e s t  as they would be regarded as a high r i s k .  Yet 
c r e d i t  unions in v est  in  th e ir  members' ch aracters  every day 
and as w i l l  be seen below, they do not in  genera l  have 
s e r io u s  problems of bad debt.  Where they do i t  i s  g en era l ly  
due to bad management and bad loans p o l i c i e s  rather than bad
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investm ent. Credit unions e x i s t  to  provide a large  number 
of small loans to as many members as p o s s ib le  and have th is  
as a c e n tr a l  part of th e ir  loans p o l i c y ,  but i t  has the 
unfortunate consequence of l im ite d  growth: i f  the maximum
loan a c r e d it  union w i l l  grant i s  r e s t r i c t e d  in order to 
s a t i s f y  the maximum number of members, there  i s  l i t t l e
in c e n t iv e  to add to shareholding.

The second fa c to r  re in fo r c e s  the tendency to stagnation  
introduced by the f i r s t ,  in  that such a lending p o r t f o l io  
and r e s t r i c t i v e  lending  p o l i c i e s  cut c r e d it  unions o f f  from 
that s e c t io n  o f s o c i e t y  which i t  needs most to a t t r a c t ,  i . e .  
those  people who have experienced a r e a l  growth in  
d isp o sa b le  income over the l a s t  s i x  y ea rs ,  who have the 
a b i l i t y  to save and the d es ire  to borrow coupled with the 
a b i l i t y  to  repay. Yet these  are e x a c t ly  the people c red it  
unions do not se r v e .  During the l a s t  s i x  years home 
ownership in Great B r ita in  has r isen  from 56 percent to  62 
p ercen t ,  the h igh est  recorded, la r g e ly  due to people in
these  groups buying homes for  the f i r s t  t im e. But high 
c o s t s  of mortgages coupled with i n f l a t i o n  has meant that  
such people could not get th e ir  c r e d it  needs served by a 
c r e d it  union. These people a l s o  require loans to improve 
th e ir  houses, put in  cen tra l  h ea t in g ,  double g la z in g ,  or to  
purchase a car .  During th is  period (197 9 -1 9 8 5 ) ,  the average  
loan in  a c r e d i t  union rose from an es t im a te  of £148 to
£255, t o t a l l y  Irre lev a n t  to the needs of modern working 
p eop le .  I t  has been contended that those requ ir ing  larger  
loans can use banks or b u ild in g  s o c i e t i e s .

This a t t i t u d e  towards loans has done more than anything e l s e  
to  r e s t r i c t  the growth of c r e d i t  unions because i t  denies
the primacy of sa v in g s .  Without savings there  can be no
loans y e t  in  c r e d i t  unions there i s  l i t t l e  in c e n t iv e  to
sa v e .  The s i t u a t io n  i s  exacerbated by the low l e v e l  of
dividend paid on share c a p i ta l  which i s  examined below.

The in d iv id u a l  s i t u a t io n  of the d i f f e r e n t  types of cr e d it  
unions i s  no d i f f e r e n t .  The a s s o c ia t io n a l  c r e d it  unions
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have moved some way up the lending s c a l e .  The nodal loan  
fo r  these c r e d i t  unions was between £251 and £500. More 
su r p r is in g ly  the employee c r e d it  unions have not taken t h i s  
t e n t a t iv e  s tep  upwards in  s i z e  of loan . No employee c r e d i t  
union gave a loan over £2,000 and only 8 percent o f  loans  
granted exceeded £500. In general the lending  p o l i c y  of 
employee c r e d i t  unions i s  s im i la r  to community c r e d i t  unions  
and in  a t  l e a s t  one case  i s  more r e s t r i c t i v e .  Employee 
c r e d it  unions in  Great B r ita in  are un like  those  in  other  
parts of the world. In America employee c r e d i t  unions are  
promoted by the employer as an employee b e n e f i t :  in  the
U.K. the employer does not encourage c r e d it  unions although  
i f  the workers want to s e t  up a c r e d it  union, the employer 
w i l l  meet the l e g a l  requirements regarding p a y ro l l  
deductions and o f f i c e  space .

Management

A ll  c r e d it  unions except f i v e  are managed by v o lu n te e r s .  
Even where personnel are employed th e ir  ro le  i s  supportive  
rather than m anagerial. There was no p r o fe s s io n a l  
management of  c r e d i t  unions in  the U.K. at September 1985. 
D esp ite  t h i s  c r e d i t  unions have to  su rvive  in the market 
place  and manage t h e ir  a f f a i r s  to the s a t i s f a c t i o n  of the  
R egistry  o f  F r iendly  S o c i e t i e s  under the requirements of the 
1979 Act. F a ilu re  to do so  would r e s u l t  in  a governmental 
order, known as S ec t io n  19, r e s t r i c t i n g  the a c t i v i t i e s  of 
the cr e d it  union, being app lied  by the R e g is tr y .  During the 
year October 1984 to  September 1985 no such orders were 
i s s u e d .  The e f f i c i e n c y  with which c r e d it  unions conduct 
t h e ir  a f f a i r s  (which in c lu d e  dividend on sh a r e s ,  the  r a t io  
of expenses to Income, the actua l in t e r e s t  y ie ld e d  on loans  
as a g a in st  the n o t io n a l  12.68 percent and the l e v e l  of 
r e se r v e s )  should be no d i f f e r e n t  from any other b u s in e s s .

Dividend on Shares

The return to savers  in a c r e d it  union i s  very low. In 1985
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i t  was 3 .25 percent gross on average. The l e g a l  maximum 
under the 1979 Act i s  8 percent gross  and Indeed several  
w ell  run c r e d it  unions did pay the maximum, but many more 
paid none at a l l .  The a s s o c ia t io n a l  c r e d it  unions paid the 
maximum average, 4 percent g ro ss ,  while  employee groups paid 
3 .3  percent gross  and community groups 2 .5  percent g ro ss .  
This lack of return r e s t r i c t s  the amount in v e s t e d ,  though a 
ce r ta in  proportion of personal d isp osab le  income (PDI) i s  
l i k e l y  to be placed in  a low in t e r e s t  bearing account i f  the 
opportunity co st  o f  doing so i s  outweighed by the other  
b e n e f i t s  accruing to  the in v e s to r ,  in  t h i s  c a s e ,  cheap 
lo a n s .  U nfortunately  the percentage of PDI so  placed w i l l  
be r e la t iv e ly  low i f  the amount a v a i la b le  fo r  loan becomes 
l e s s ,  or l e s s  r e le v a n t ,  to the needs o f  the member.

However, to o f f s e t  the poor return on shares are the fa c ts  
that a) most people do not jo in  c r e d it  unions pr im arily  to  
save; b) sav ings are of such a low l e v e l  the l o s s  of  say A 
percent that could be made through a l t e r n a t i v e  investments  
i s  meaningless; c )  in  many housing schemes where cred it  
unions operate there  i s  no a l t e r n a t i v e  f in a n c ia l  
in s t i t u t io n ;  and d) a 4 percent lo s s  on d iv idend i s  o f f s e t  
against 20 percent saved on loan charges .  Provided cr e d it  
unions are content to  be small per iphera l I n s t i t u t i o n s  these  
arguments make s e n s e .  But i f  there i s  any d e s ir e  to grow 
they are i r r e l e v a n t .  I f  the need to  a t t r a c t  savings by 
paying meaningful ra te s  of in t e r e s t  i s  not recogn ised  by the  
regu la tors  as w e l l  as by c r e d it  union boards there  i s  l i t t l e  
future beyond present  l e v e l s  of development fo r  B r i t i s h  
c r e d it  unions.

Income and Expenses

Income for  c r e d i t  unions comes from the loans  made to  
members. The i n t e r e s t  they pay n o t io n a l ly  approximately  
12.68 percent APR or 1 percent per month on the  outstanding  
balance) plus entrance fe e s  and an annual s e r v ic e  fe e  are  
the main elements o f  income, the grea ter  part being from the 
in te r e s t  on lo a n s .  As the rate of i n t e r e s t  i s  f ix ed  the
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t o t a l  income i s  not very f l e x i b l e .  From that income 
expenses for many headings have to  be met, inc lud ing
a u d it in g ,  in su ra n ces ,  data  p rocess in g  where appropriate ,  
committee members' ex p e n se s ,  rent of  prem ises, normal o f f i c e  
expenses,  and p r o v is io n  for  r e s e r v e s ,  bad and doubtful  
d eb ts .  While in  1979 i t  might have been p o s s ib le  to  pay 
these  expenses and a d ividend of 8 percent out of a 
p o te n t ia l  income o f  12 .68  percent on lo a n s ,  i t  was 
in p o s s ib le  in  1985. I t  i s  th ere fo re  not su rp r is in g  to  find  
that a l l  c r e d i t  unions have expenses to Income r a t io s  w ell  
in  excess  of the AO p ercen t  which fo re ig n  c r e d it  unions 
would regard as h ig h .  The U.K. average i s  68 .7  percent  
(employee 57 .9  p e r c e n t ,  community 68.12 percent and 
a s s o c ia t io n a l  7 7 .3A p e r c e n t ) .  Only i f  the government agrees  
to  a llow  c r e d i t  unions to  vary the ra te  of  in t e r e s t  
chargeable on loans in  order that  a meaningful dividend can 
be paid to  savers  can t h i s  p a r t ic u la r  problem be so lv ed .

Looking at the sep ara te  types of c r e d it  union, employee 
c r e d i t  unions have the low est  r a t i o ,  because of  the help  
they get with overheads. A ssoc ia ted  c r e d it  unions have the 
h igh est  r a t io  because two of the ten surveyed pay f u l l  time 
s t a f f ,  h igher r e s e r v e s ,  and have more adequate p ro v is io n  for 
bad d eb ts .

In a l l  c r e d i t  unions there  i s  considerab le  need for  
improvement because i f  the dividend on shares i s  not
increased  there w i l l  be a d im in ish in g  pool from which loans  
can be f in an ced .  More a t t e n t io n  should be g iven to  income 
g en era t io n ,  for example in creased  entrance f e e s ,  r e a l i s t i c  
annual s e r v ic e  charges fo r  members, e t c .  The c o s t  of 
s e r v ic in g  accounts in  a community c r e d it  union i s  £11 .53 , in  
employee c r e d i t  unions £12 .06  and in  a s s o c ia t io n a l  unions an 
e x cep t io n a l  £19 .97 . In most cases  no annual fee  i s  charged
but i f  i t  were the d iv idend  rate  paid on shares could be
higher which could a l s o  be an in c e n t iv e  to members to use  
the  c r e d it  union.
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Credit unions a l l  charge 1 percent per month on the 
outstanding ba lance . However, cr e d it  unions not u s in g  data  
p rocess ing  use the ta b le  published by the A sso c ia t io n  of 
B r i t i s h  Credit Unions L td . ,  which g iv es  a s l i g h t l y  lower 
return as in t e r e s t  accrues on bands i . e .  £49 -  £53 balance  
i s  charged the same i n t e r e s t  ra te ,  that i s  12p per week. 
This reduces the a c tu a l  ra te  of in t e r e s t  to  12 p ercen t .  
Therefore a w e l l  managed c r e d i t  union should g e t  a 12 
percent return on money le n t  out to members.

The f ig u r e s  for  the movement as a whole are 10.7 p ercen t ,  
g iv in g  a s h o r t f a l l  o f  10.8 percent,  and for  each sub group

R e tu r n s  on L o a n s

Employees Credit Unions 
A ssoc ia ted  Credit Unions 
Community Credit Unions

11.1 percent  
11.4 percent  
10.3 percent

g iv in g  s h o r t f a l l s  o f  8 p ercen t ,  5 percent and 14 percent  
r e s p e c t iv e ly .

Figure 1

Number of Credit Unions Achieving Stated  Returns of  I n t e r e s t
on Loans
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As can be seen from Figure 1 there i s  a wide v a r ia t io n  but 
in  gen era l  terms most c r e d i t  unions perform s a t i s f a c t o r i l y  
in  t h i s  r e s p e c t .

The Level o f  Reserves

The l e g a l  requirement la id  down in  the Credit Union Act of 
1979, i s  that  c r e d i t  unions must bu ild  up reserves  to a 
l e v e l  whereby they are equal to 10 percent o f  a s s e t s  as a 
minimum. In p r a c t ic e  t h i s  has not y e t  been achieved but 
progress  i s  being made. The f ig u r e s  for the year ended 
September 1985 are 5 .5  percent for  a l l  c r e d i t  unions, 5 .9  
percent fo r  community c r e d i t  un ions, 6 .7  percent for  
a s s o c ia t io n a l  c r e d i t  unions and only 2 .6  percent for  
employee c r e d i t  u n ions .

C redit  Unions and the Banks

C redit  unions are not in com petit ion  with the banks as they 
provide  an important s e r v ic e  which the banks would f ind  too 
c o s t l y  to  provide -  a c o l l e c t i n g  point for  small sa v ers .  
They save the banks the expense of  handling very small 
a c c o u n ts .  By doing so they provide banks with one large  
account in s tea d  o f  three  or four hundred small accounts .  
The banks used by the c r e d i t  union movement are as shown in  
Table 5.

Table 5 

Where C redit  Unions Bank

Bank Amount of  Share Percent of
C apital Share

Capital

C o-operative 596,053 16
N ationa l Westminster 1 ,363 ,270 37
Royal Bank o f  Scotland 930,049 25
Others 839,288 22
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Two I n te r e s t in g  f a c t s  a r is e  from t h i s ,  f i r s t  the poor 
showing of the Co-operative Bank, and second the very good 
showing of the N ational Westminster Bank. The Co-operative  
Bank has only one account of s ig n i f i c a n c e  r ep resen t in g  over 
90 percent of I t s  t o t a l  take.

In contrast  the N ational Westminster Bank i s  held in  high 
regard by c r e d it  un ions. When c r e d it  unions f i r s t  came to  
t h i s  country many banks were s u s p ic io u s ,  and some not 
In te r e s te d .  The N ational Westminster made c r e d i t  unions 
welcome, and holds the lo y a l t y  of many c r e d i t  u n ions .

The P o s i t io n  of B r i t i s h  Credit Unions In 1985

While th is  study i s  not exhaustive  and th ere  are a l l  the 
reserv a t io n s  a s so c ia te d  with  sampling, the  con c lu s ion s  
reached here can be regarded as at l e a s t  g iv in g  a p ic tu re  of  
B r it i s h  c r e d it  unions at September 1985. That p ic tu r e  shows 
that cr e d it  unions while  growing are s t i l l  p er ip h era l in  
th e ir  m arg ln a l i ty .  They are s t i l l  b a s i c a l l y  len d in g  clubs  
with r u le s ,  to n t in e s  with s tr in g s  a t ta c h e d .  There can be 
l i t t l e  doubt that Is  how many of th e ir  members see  them and 
how they wish them to remain. There i s  no d e s ir e  on the  
part of most c r e d i t  union o f f i c e s  to  adopt growth as th e ir  
prime target  as they perce ive  i t  would be almost im possib le  
for  many of them to  handle. The study a l s o  i l l u s t r a t e s  that  
where there are competent o f f i c e r s  c r e d i t  unions can and do 
grow. These c r e d i t  unions are more l i k e l y  to  be found in  
the a s s o c ia t lo n a l  group than in  the o ther  areas where 
however they are not unknown. Indeed a n a ly s i s  o f  the returns  
on an in d iv id u a l  b a s is  demonstrates the fa c t  th a t  i t  i s  the 
q u a l i ty  of management rather than type of common bond that  
determines su ccess  or f a i l u r e .

Given an improvement in  management the g r e a t e s t  b o tt len eck  
c r e d it  unions have to n e g o t ia te  Is that  o f  a t t r a c t in g  more 
savings and that i s  Incapable of  s o l u t i o n  w ithout a 
re-examination of th e ir  lending p o l i c i e s .  I f  c r e d i t  unions 
are to prosper they must a t tr a c t  more s a v in g s .  In order to
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do that they must r e f l e c t  the cr e d it  needs of the w idest  
p o ss ib le  cross  s e c t io n  of the population and not concentrate  
on one area to the e x c lu s io n  of  a l l  o th e r s .  In order to do 
that the average loan has to  be much larger  and the running 
of the c r e d i t  union has to be more e f f i c i e n t  in  order to pay 
a higher d iv idend.

There Is  evidence that the con tro l  of bad and doubtful debts 
could be Improved e s p e c i a l l y  in  community c r e d it  unions 
where there are s t i l l  to be found those who view c r e d it  
union almost as a r e l i g io u s  experience  rather than a 
business  a c t i v i t y .  A s h o r t f a l l  of over 14 percent in loan  
In te r e s t  i s  dangerously high and could lead to c lo su re  in  
some cases  I f  remedial a c t io n  i s  not taken.

There Is  s t i l l  great p o te n t ia l  for the growth of c r e d it  
unions. The movement and i t s  con su ltan ts  would be w e l l  
advised to concentrate  on improving the marketing and 
managerial c a p a c i t i e s  of those  c r e d it  unions in  a l l  three  
types of  bond, which already show they can handle growth, 
rather than concentrate  on one p a r t ic u la r  type of common 
bond. There i s  e x p e r t i s e ,  p o t e n t ia l ,  and a b i l i t y  in  a l l  
types of c r e d it  union and these  q u a l i t i e s  have to be 
nurtured and developed so that the e n t ir e  c r e d it  union 
movement may move from i t s  present p o s i t io n .

At September 1985 the average cred it  union was involved  in  
granting small loans to people who might not otherw ise  have 
been able  to  obta in  c r e d it  at reasonable ra tes  from other  
so u rces .  While t h i s  a c t i v i t y  i s  noble and worthwhile , the 
wider population  of Great B r ita in  remains unaware o f c r e d it  
unions and th e ir  p o t e n t i a l .  I t  i s  th is  lack  of  awareness  
and th e ir  lack  of re levance to modern needs that has to  
change.
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THE CO-OPERATIVE MOVEMENT IN GRENADA: ADMINISTRATION AND
DEVELOPMENT

by S. Jayahanthan *

Co-operative Movement -  An Overview

D espite  the d i f f e r e n c e s  In t h e i r  p o l i c i e s ,  a l l  s u c c e s s iv e  
governments In Grenada have g iv en  due Importance t o ,  and 
provided the Impetus fo r  c o -o p e r a t iv e  development. For 
reasons enumerated l a t e r  In t h i s  paper the c o -o p e r a t iv e  
movement as a whole did not emerge as vibrant as d es ired  and 
did not th ere fo re  g r e a t ly  a f f e c t  the economic and s o c i a l  
development of  the Grenadian community. C a su a lt ie s  among 
co -o p e r a t iv e s  In the e a r ly  s ta g e s  in  a developing country  
are not unusual but In Grenada the m orta lity  rate  has been 
remarkably h igh .

The most important i n s t i t u t i o n  that provides supporting  
s e r v ic e s  to the co -o p e r a t iv e  movement i s  the Department of  
C o-operatives  which i s  a d iv i s io n  of the M inistry o f  Labour, 
C o-operatives ,  S o c ia l  S ecu r ity  and Local Government. This  
aspect  w i l l  be d e a lt  w ith  l a t e r  on in  d e t a i l .  From w ith in  
the movement the C o-operative Credit Union League, to  which 
the c r e d i t  unions are a f f i l i a t e d ,  looks a f t e r  the  
development and the general w e lfa re  of the cred it  u n ions .

The f i r s t  s o c i e t y  to  be organised  was a c r e d it  union known 
as the Public  S ervice  Credit Union, s ta r ted  in  1946. This  
i s  one s o c i e t y  that has stood  the t e s t  of time and remains 
today as one of the b es t  s o c i e t i e s ,  providing very good 
s e r v ic e s  to  i t s  members. I t  was r e g is te r ed  a long with  
another s ix t e e n  s o c i e t i e s  in  1958 consequent to the  
enactment of the C o-operative  S o c i e t i e s  Ordinance which took

Adviser on C o -o p era t iv es ,  Grenada
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place in  1955. (In  Grenada the c o -o p e r a t iv e  movement was 
born before the enactment of the c o -o p era t iv e  law ).

Up to the time of  w r it in g  a t o t a l  number of 119 s o c i e t i e s  
have been r e g i s t e r e d ,  but only 36 s o c i e t i e s  are 
fu n c t io n in g .  Of the 36 s o c i e t i e s  20 are c r e d i t  un ions.

There are a ls o  e ig h t  s o c i e t i e s  in  the making, u su a l ly  
referred to as p r e -c o -o p e r a t iv e s .  These would under normal 
circumstances e v en tu a l ly  q u a l i fy  for r e g i s t r a t i o n .

The function ing  s o c i e t i e s  can be c l a s s i f i e d  as fo l lo w s :

a) A gr icu ltu ra l  workers: 2
b) A g r icu ltu ra l  marketing: 1
c) Handicraft and in d u s tr ia l : 4
d) F is h e r ie s : 3
e) Restaurant: 2
f ) B uild ing  construction: 1
g) Commercial transport: 1
h) Food processing: 1
1) Auto mechanic: 1
J) Credit unions: 20

36

Those shown at a ) ,  c ) ,  e ) ,  f ) ,  and 1) are s o c i e t i e s
prim arily  intended to provide employment to  i t s  members who 
are workers. Two f i s h e r y  s o c i e t i e s ,  one transport s o c ie t y  
c o n s is t in g  of v e h ic l e  owner d r ivers  as members, and the auto  
mechanic s o c ie t y  were re g is te r ed  during the period between 
October 1985 and August 1986. The f i r s t  th ree  hold much 
promise and i t  i s  hoped that they w i l l  emerge as e f f i c i e n t  
and v ia b le  s o c i e t i e s .

The a g r ic u l tu r a l  marketing s o c i e t y  r e fe r s  to the Minor Spice  
Co-operative Marketing S o c ie ty  r e g is te r e d  in  1971. The 
s o c ie t y  handles the c o l l e c t i o n  and marketing o f  a l l  minor 
sp ic e s  produce l i k e  c lo v e s ,  cinnamon e t c .  (o ther  than 
nutmeg). The trade in minor s p ic e s  by t h i s  s o c i e t y  i s  a
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monopoly provided by a s p e c ia l  a c t  passed by the Peop le 's  
Revolutionary Government. Although there are about 2,600  
farmers engaged In the production of minor s p ic e s  having 
d ea lin g s  with the s o c i e t y ,  on ly  349 persons are members of  
the s o c i e t y .  Being a monopoly, a l l  trade from members as 
w e ll  as non-members i s  handled s o l e l y  by the s o c i e t y .  As a 
matter o f  p ra c t i ce  over the years a l l  minor sp ic e  farmers 
who use the s e r v ic e s  o f  t h i s  s o c i e t y  have been allowed to  
take part in  the proceed ings  at  general meetings of the 
s o c i e t y  and are e n t i t l e d  to  r e c e iv e  patronage refunds.

This anomalous s i t u a t i o n  of  non-members taking part in  
decision-m aking w ith  no r i s k s  e n ta i le d  Is a matter 
recognised  as one to  be r e c t i f i e d  in  due course.

The p o s i t io n  in  regard to  the membership and c a p i ta l  shown 
by the fo l lo w in g  Table i s  I n t e r e s t in g .  One w i l l  d iscern  
from the f ig u r e s  that th ere  are heavy arrears in the payment 
of shares e s p e c i a l l y  in  the n o n -cred it  union type of 
s o c i e t i e s .  In the e n t i r e  c o -o p e r a t iv e  s e c to r  the t o t a l  
membership rep resen ts  7 percent of the population (115,000)  
o f  Grenada. The t o t a l  membership in  s o c i e t i e s  other than 
c r e d i t  unions represent on ly  0 .5  percent and t h i s  po in ts  to 
the  vast  scope for promoting c o -o p e r a t iv e s  in se c to r s  l ik e  
a g r ic u l t u r e ,  f i s h e r i e s ,  h a n d ic r a f ts  e t c .  Consumer s o c i e t i e s  
and a g r ic u l tu r a l  supply c o -o p e r a t iv e s  are conspicuous by 
t h e i r  absence in  Grenada a t p r e se n t .

The A rt isa n a l  F i s h e r ie s  Development P roject  s e r v ic e s  
in d iv id u a l  fishermen as w e l l  as f i s h e r y  c o -o p e r a t iv e s .  The 
o r g a n isa t io n  provides:

necessary  Inputs such as o i l ;
f i s h in g  equipment a t  s u b s id ise d  p r ic e s ;

-  genera l su p e r v is io n  and advice  on operations In
gen era l;

-  te c h n ic a l  advice  and a s s i s t a n c e  In improving techniques
and methods of  f i s h in g ;
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loans for  the purchase of  englngs and boats;  
a guaranteed market for  the produce -  in  other words 

the o rgan isa t ion  takes over the ex cess  unsold f i s h  and 
s e l l s  them; and 

cold storage f a c i l i t i e s .

Table 1 

Membership and Capital

Registered Societies Number Members Share Capital 
E.C. $

A. Credit unions 20 7,798 6,186,561.00

B. Other types:

a) Agricultural
workers 2 8 150.00

b) Agricultural
marketing 1 349 3,095.00

c) Hanllcraft and 
industrial 4 38 687.00

d) Fisheries 3 75 2,000.00

e) Restaurant 2 15 1,200.00

f) Building
construction 1 11 1,000.00

g) Cooinercial
transport 1 80 4,550.00

h) Food processing 1 15 -

i) Auto mechanic 1 14 2,000.00

N.B. Ihe Co-operative Credit Union league has not been included 
being a secondary society.
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A ll  s o c i e t i e s  r e g i s t e r e d  are of the l im ited  l i a b i l i t y  type 
although the law a l lo w s  the  formation of s o c i e t i e s  where the  
l i a b i l i t y  of  members i s  u n l im ited .

SECTORAL VIEW

Credit Unions

The c r e d i t  union s e c t o r  rep resen ts  the s tro n g es t  arm of the 
co -o p era t iv e  movement. I t s  growth has been slow but not 
s tea d y .  Only about 20 percent of  the fu n ct io n in g  c r e d it  
unions work at a l e v e l  o f  normal e f f i c i e n c y  -  genera l  
e f f i c i e n c y  i s  not as rosy  as the p ic tu re  shown by the  
f ig u r e s  o f  t o t a l  membership and t o t a l  share c a p i t a l .  The 
card ina l o b j e c t iv e s  of  the  c r e d i t  unions are to  promote 
t h r i f t  among t h e i r  members and to provide loans  for  
productive and provident purposes. By far the g r e a te s t  
f in a n c ia l  b e n e f i t  to  members i s  insurance p r o te c t io n  on 
lo a n s ,  and the p r o t e c t io n  on the l i v e s  of members to  the 
ex ten t  o f  th e ir  sa v in g s  which i s  doubled in  the event of  
death . Higher needs than the l e v e l  serv iced  by the c r e d it  
unions are at  presen t  met by commercial banks. Seven o f  the  
c r e d i t  unions are employee based and the r e s t  are community 
based.

In most s o c i e t i e s  the volume of business  i s  q u ite  inadequate  
to  have paid f u l l - t i m e  o p e r a t io n a l  management s t a f f ;  they  
have to  depend on the  voluntary  se r v ic e  g iven  by e le c te d  
o f f i c e r s .  In f a c t  the sm alln ess  of most c r e d i t  unions has 
been over the p a s t  years  viewed with s e r io u s  concern.

The R eg is trar  of  C o -o p era t iv e  S o c ie t i e s  in  h is  Annual Report 
fo r  the year 1977 s t a t e d  "The only rea l  hope of su ccess  for  
some o f  the sm all c o -o p e r a t iv e s  i s  to  be found in  
amalgamation. At p resen t  t h e i r  operations are too sm all to  
be meaningful and t h e ir  modest e x is te n c e  tends to  g iv e  th e ir  
members the f a l s e  im pression  that c o -o p e r a t iv e s  were 
intended to be on ly  sm all and i n s ig n i f i c a n t  groups o f  poor 
persons" .

19 3



The b ig g es t  problem fa c in g  the c r e d it  union movement i s  that  
of delinquency in  the repayment of loans by members. The 
cause has popularly been a t tr ib u te d  to the in e f f e c t iv e n e s s  
of  the a r b i t r a t io n  procedure as la id  down in  the  
Co-operative Law. The R eg istrar  in  1977 fu r th er  s ta ted  
"This has created se r io u s  c o l l e c t i o n  problems in  
co -o p era t iv e  s o c i e t i e s .  I t  s t r ik e s  at the root of  
development and expansion". I f  t h i s  problem gnawed the  
R egistrar  in 1977 the s i t u a t io n  i s  even worse today with the 
progress ive  in crease  in the l e v e l  o f  delinquency . P resen t ly  
an average of about 25 percent of the t o t a l  share c a p i ta l  in  
the c r e d i t  union sec to r  i s  in  d e fa u lt  of payment, so that  
the operation a l e f f i c i e n c y  of the c r e d it  union movement i s  
r e s t r i c t e d  to  that ex ten t  f i n a n c i a l l y .  Although the 
R egis trar  has the power to  s e t t l e  a d isp u te ,  or appoint an 
a r b itr a to r  to do so ,  and the award i s  enforced as i f  i t  were 
a judgment of a c i v i l  cou rt ,  there has been u n certa in ty  
about the procedure to be fo llow ed in  the enforcement of  the  
award i f  the defendant (d e fa u l t e r )  f a i l s  to  honour i t .  
However a procedure has now been decided upon to  be fo llow ed  
by the R eg istrar  who w i l l  take the case of an "un-honoured" 
award to court for the enforcement to be put to the t e s t .

The C o-operative Credit Union League which provides  
insurance s e r v ic e s ,  t r a in in g ,  s ta t io n e r y  s u p p l ie s ,  
management a s s i s t a n c e ,  f i e l d  s e r v ic e s  and promotional  
s e r v ic e s  to c r e d i t  un ions, i s  managed and run w e l l  w ith in  
i t s  l i m i t a t io n s .  I t  i s  ab le  to  pay for proper management 
out o f  grants and t e c h n ic a l  a s s i s ta n c e  r ece iv ed  from 
overseas o r g a n isa t io n s .  The League i s  a f f i l i a t e d  at the  
r eg ion a l l e v e l  to  the Caribbean Confederation o f  Credit  
Unions (CCCU) formed in  1972 and now based in  Barbados. The 
CCCU i s  a su ccessor  to the West Indian Conference o f  Credit  
S o c i e t i e s  formed in 1959 fo r  the promotion of c r e d i t  unions  
in  the reg ion .

A gricu lture

I f  harnessed properly the g r e a te s t  p o t e n t ia l  for
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co -o p era t iv e  development l i e s  in  the f i e l d  of a g r ic u l t u r e ,  
not on ly  because a g r ic u ltu r e  i s  the main and the most s ta b le  
occupation but a lso  because of  the large proportion of  
sm allh o ld in g s .  There are 7 ,643  sm allho ld ings out of a t o t a l  
of 13,546 a g r ic u l tu r a l  h o ld in g s .  The small farmer i s  best  
a s s i s t e d  through c o -o p e r a t iv e s .

Major cash crops l ik e  banana, nutmeg and cocoa at  no s ta g e  
of production operate through the co -op erat ive  movement 
today. There are only  three  a g r ic u ltu r a l  s o c i e t i e s  
fu n c t io n in g .  One i s  a marketing s o c i e t y ,  namely the Minor 
Spices  Co-operative Marketing S o c ie ty  referred to  e a r l i e r .  
This s o c i e t y  i s  involved  in  the marketing of minor s p ic e s  
mainly in  the export market. I t  does not o f fe r  s e r v ic e s  
such as the p ro v is io n  o f  f e r t i l i z e r s ,  loans and other inputs  
for improvement of production . The s o c ie t y  i s  working at a 
l e v e l  o f  normal e f f i c i e n c y .

The other  two s o c i e t i e s  are T iv o l i  Young Workers 
C o-operative S o c ie ty  r e g is t e r e d  in  1975 with a membership of 
14 and The United Workers A g r icu ltu ra l Productive S o c ie ty  
r e g is te r e d  in  1981. These two s o c i e t i e s  now fu n ct io n  at a 
low l e v e l  of e f f i c i e n c y .  They were formed with the main 
o b je c t iv e s  o f  provid ing  employment to  young people but as 
has been the fa t e  of a l l  c o l l e c t i v e  worker productive  
s o c i e t i e s ,  these  too are on th e ir  way out.  In the  
soc io-econom ic  environment in Grenada c o l l e c t i v e  production,  
e s p e c i a l l y  in  a g r ic u l t u r e ,  w i l l  not y ie ld  p o s i t iv e  r e s u l t s  
for  i t  i s  d i f f i c u l t  to  s u s ta in  the momentum in  c o l l e c t i v i s m .  
For any progress  there  should be a strong element of  
in d iv id u a l  ownership.

Around 1965 there  were 16 banana marketing s o c i e t i e s  of 
which 11 were fu n c t io n in g  when the Marketing Board began to  
d ea l in  farm products . They handled a su b s ta n t ia l  portion  
o f  the banana trade but w ith  the advent of the boxing p la n ts  
placed at vantage p o in ts  farmers found i t  more to  t h e ir  
advantage to d e l iv e r  to the boxing p lants  d i r e c t ,  rather  
than through th e ir  c o - o p e r a t iv e s .  This p r o g r e s s iv e ly
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reduced the a c t i v i t i e s  o f  the c o -o p e r a t iv e s  and u lt im a te ly  
the majority became dormant.

Another s o c ie ty  worth mentioning was the S t .  D avid's  Cocoa 
Fermentery Co-operative S o c ie ty  r e g is t e r e d  in  1962. This 
s o c i e t y  rendered va luable  s e r v ic e s  to i t s  members e s p e c ia l ly  
in  process ing  and marketing but i s  now, l i k e  other  
a g r ic u ltu r a l  s o c i e t i e s  such as c i t r u s  growers s o c i e t i e s ,  
poultry  and l i v e s t o c k  s o c i e t i e s ,  d e fu n c t .

Export marketing and other s e r v ic e s  r e la t in g  to  the major 
trade crops l i k e  banana, nutmeg and cocoa are now looked  
a f te r  by the re sp e c t iv e  s ta tu to r y  b o d ie s .

F ish e r ie s

The other area where there i s  ample scope for  c o -o p era t iv e  
development i s  in  f i s h e r i e s .  The main cen tres  of  f i s h in g  
are S t .  George's, Gouyave, Sauteurs and G r e n v i l l e .  Almost 
the e n t ir e  f i s h  caught come from small boats which are  
e i th e r  owned by Ind iv idual fishermen or by non-fisherm en,  
some owning more than one boat.

The problems faced by fishermen are in  the procurement of  
gear, ta c k le ,  g a s o l in e ,  lu b r ic a n ts  and co ld  storage  
f a c i l i t i e s .  Some of th ese  have been to  a measurable extent  
provided by the A rt isa n a l  F is h e r ie s  P ro jec t  a t  su b s id ised  
r a t e s .  The P rojec t  has been in  the recent past  a c t iv e ly  
engaged In organ is ing  fishermen in to  groups w ith  a view to  
forming c o -o p e r a t iv e s .  The Soubise Fishermen's C o-operative  
S o c ie ty  in  G ren v il le  and the S t .  Mark's Fishermen's  
Co-operative S o c ie ty  in  V ic t o r ia ,  both r e g i s t e r e d  in  June 
1986, were two such groups, formed fo r  e a s i e r  access  to  
g a s o l in e  and other su p p l ie s  and to  fr e e  them selves  from the  
c lu tch es  of vendors. The Fontenoy Fishermen's C o-operative  
r e g is te r e d  in 1980 i s  fu n c t io n in g  but at a low l e v e l  of 
e f f i c i e n c y .

The Co-operative Department co -o r d in a te s  with the A rt isa n a l
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Fisheries P r o je c t ,  the former concen tra tin g  on the  
co-operative a sp ec ts  and the l a t t e r  on the t e c h n ic a l
a s p e c t s .

In d u str ies

The part played by the co -o p era t iv e  in d u s t r ia l  s e c to r  has 
been n e g l i g i b l e .  P resen t ly  there  are two s o c i e t i e s  engaged 
in  woodwork, one in  p r in t in g ,  and a women's s o c i e t y  in
sewing and the manufacture o f  garments. There i s  a l s o  one 
s o c ie t y  invo lved  in the production of c r a f t s .  The members 
in  th ese  s o c i e t i e s  own the equipment, procure raw m a ter ia ls  
and s e l l  the products c o -o p e r a t iv e ly .  The c a p i t a l  for the 
formation of th ese  s o c i e t i e s  has come from o u ts id e  so u r c e s .

Some o f  the fa c to r s  that retard the progress  o f  th ese  
s o c i e t i e s  are the small membership -  and lack  o f assured  
markets for  the products , which are in  com petit ion  with  
s im ila r  products manufactured by the p r iv a te  s e c to r  and 
im ports. Having recognised  some of these  problems an 
in te n s iv e  tr a in in g  programme funded by the Canadian Union of  
C o-operatives  through the Agency for Rural Transformation
based in  Grenada i s  being undertaken, co-ord inated  by the 
C o-operative Department.

School C o-operatives

According to  the Annual Report of the R eg istrar  there were 
32 u n -r e g is te r e d  but recognised  school sav ings  s o c i e t i e s .  
There were a l s o  two r e g is t e r e d  schoo l c o -o p e r a t iv e
s o c i e t i e s .  There i s  no evidence that school c o -o p e r a t iv e s  
have rec e iv ed  the a t t e n t io n  of the C o-operative  Department 
(except in  the p ro v is io n  of s ta t io n e r y  e t c . ) ,  in  the manner 
that other  types are looked a f t e r .  S t .  Joseph 's  Convent in  
G ren v il le  has come up with the idea of e s t a b l i s h in g  a 
c o -o p e r a t iv e  c o n s i s t in g  of se n io r  s tu d en ts  and teach ers  as 
members to  run a tuck shop and for  the supply o f  b a s ic  items  
of s t a t io n e r y .
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Although the co -o p e r a t iv e  movement in  th is  country i s  fo r ty  
years old i t  has not grown in to  the v i r i l e  and healthy  
movement that might be expected of long years of exper ien ce .  
I t s  impact on the economic and s o c i a l  development of  the 
Grenadian community i s  n e g l i g i b l e ,  and does not match the 
enthusiasm and encouragement shown by s u c c e s s iv e  governments 
fo r  co -o p era t iv e  development.

In the c r e d it  union s e c t o r ,  the enormous volume of loans in 
d e fa u lt  of repayment by members and the delay  in  a u d i t s  are 
two of  the main fa c to r s  th a t  have thwarted th e ir  further  
p r o g r e s s .

In the e n t ir e  co -o p e r a t iv e  movement only about 6 percent of 
the s o c i e t i e s  fu n ct io n  at a l e v e l  o f  normal e f f i c i e n c y .  The 
r e s t  are e i th e r  m arginally  e f f i c i e n t  or are working below 
e f f i c i e n c y  l e v e l .  (The four newly r e g is te r e d  s o c i e t i e s ,  
namely the two f i s h e r y  s o c i e t i e s  one at V ic to r ia  and the 
other in  G re n v i l le ,  the Commercial Transport Co-operative  
and the South S t .  George's Auto Mechanic S o c ie ty  have not 
been taken in to  reckoning fo r  t h i s  purpose as t h i s  i s  too 
e a r ly  a s ta g e  to determine t h e i r  l e v e l s  of e f f i c i e n c y ) .

Some of the most important fa c to r s  that have retarded the 
progress  of the growth of c o -o p e r a t iv e s  may be sa id  to  be:

a) Lack of  management s k i l l s .  Incompetent management has 
r e su lte d  in  in f e r i o r  s e r v ic e s  to members, the 
consequent dwindling of t h e ir  l o y a l t i e s  and confidence  
in  the s o c i e t y ,  and e v e n tu a l ly  th e ir  withdrawal.

b) Lack o f education  and tr a in in g  g e n e r a l ly  among 
committees of  management, co -o p e r a t iv e  le a d ers  and 
members. This inadequacy i s  f e l t  not only in  the area 
of c o -o p era t iv e  id e o lo g y  and p r a c t ic e s  but a l s o  in  the  
area of operations  and te c h n ic a l  management.

CO-OPERATIVE DEVELOPMENT: PRESENT SITUATION
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c) The s i z e  of  s o c i e t i e s .  This means inadequate  
r e s o u r c e s ,  the most important o f  which i s  c a p i t a l ,  to  
enab le  the s o c ie t y  to  operate v ia b ly  as an economic 
v en tu re ,  e s p e c i a l l y  in  the n o n -cred it  union types of  
s o c i e t i e s ,  where there has been over the years an 
a b so lu te  lack  of s t r e s s  on the need to build  up own 
c a p i t a l .  In stea d ,  what Is  ev ident i s  a great deal of  
dependence on c a p i ta l  from o u ts id e  so u rces .

d) Major p o l i t i c a l  changes and the consequent changes in  
the approach and a t t i t u d e  to  co -o p era t iv e  development.

e )  P e r io d ic  migration abroad of a large  number of persons,  
e s p e c i a l l y  in  the lower income groups, but a l s o  those  
who could provide the necessary  lead ersh ip  and 
i n i t i a t i v e  in  the running of c o -o p e r a t iv e s .

f )  I l l - c o n c e i v e d  formation and hasty  r e g i s t r a t io n .  
C o-op eratives  have sometimes been formed, not to  
s a t i s f y  the f e l t  needs of the members, but to  obtain  
s t a t u t o r y  r e c o g n it io n  In order to rece iv e  a id  and 
d onations and/or because I t  was convenient for some 
o r g a n is a t io n s  to dea l w ith  bodies r e g is te r e d  as 
c o - o p e r a t iv e s .

g)  Inadequate su p erv is io n  and guidance over the yers from 
the government agency for  c o -o p era t iv e  development 
which i s  p r e se n t ly  the Department o f  C o-op era tives .  
This in c lu d e s  de lays  in  a u d it in g  and the r e su lta n t  
i n a b i l i t y  of  s o c i e t i e s  to hold th e ir  annual general  
m e e t in g s .  The annual genera l  meeting i s  the most 
important event each year in  the l i f e  o f  a co -o p era t iv e  
s o c i e t y .  The matter of  departmental a s s i s ta n c e  i s  
fu r th e r  d iscu ssed  la t e r  on.

Department o f  C o-operatives  and Superv is ion

Unlike I t s  counterparts in  the r e s t  of the Caribbean region
the C o-op erative  Department In Grenada has had a rather

199



chequered e x i s t e n c e .  After  more than 20 years of i t s  
e x i s t e n c e ,  with the R eg istrar  of C o-operatives as i t s  Head, 
the Department was done away with during the time of the 
P eop le 's  Revolutionary Government and in  i t s  p la ce  was 
i n s t a l l e d  the National Co-operative Development Agency 
(NACDA), a s ta tu to r y  body to look a f t e r  the a f f a i r s  o f  the 
c o -o p era t iv e  movement.

NACDA came Into e x is te n c e  on the 21st  A p r i l ,  1980. The 
s ta tu to r y  functions  of the R egistrar  under the C o-operative  
Law came to  be performed by the General S ecretary  to  NACDA. 
The main thrust of NACDA was (a) to  bring as much land under 
c u l t iv a t io n  as p o s s ib le  and (b) to provide employment to 
youths.  To t h i s  end, in  the formation of s o c i e t i e s  emphasis 
was la id  on the c o l l e c t i v e  worker type of production  
s o c i e t i e s .  35 s o c i e t i e s  were re g is te r ed  during i t s  tenure  
o f  o f f i c e  and most of them are today d e fu n c t .  In the f in a l  
a n a ly s i s ,  the a sp ir a t io n s  of NACDA were not r e a l i s e d  due 
perhaps to the fa c t s  that there was no demand for c o l l e c t i v e  
farms as most small farmers owned in d iv id u a l  p lo t s  and the 
youths were not g iven  enough in c e n t iv e s  for  the 
c o -o p era t io n .

Subsequently , a f t e r  the f a l l  of the P eo p le 's  R evolutionary  
Government, NACDA was l iq u id a te d  during the term of o f f i c e  
o f  the Government of the Interim Council, and in  A pril  1984 
the Department o f  Co-operatives was r e s to r e d .  In December 
1984, when the New National Party Government took o f f i c e ,  
c o -o p era t iv e  development was looked a f t e r  by the M in istry  of 
Labour, C o-op eratives ,  S o c ia l  S ecu r ity  and Local Government. 
At present the Department i s  headed by the R eg is tra r  and 
a s s i s t e d  by seven other o f f i c e r s  of whom one i s  the Senior  
Auditor, f i v e  are f i e l d  o f f i c e r s  and one i s  c le r k  to the 
Senior Auditor.

There i s  a lso  an Adviser assigned for a period of  two years  
under the Commonwealth Fund for Technical Co-operation to  
a s s i s t  the Department in co -op erat ive  l e g i s l a t i o n ,  education  
and tr a in in g .
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In a developing  country l i k e  Grenada one of the most 
important resources  fo r  the development o f  the co -o p e r a t iv e  
movement i s  an e f f i c i e n t  C o-operative  Department. Another 
Important resource i s  an e f f i c i e n t  secondary s o c i e t y  engaged 
In provid ing  s e r v ic e s  to  the primary s o c i e t i e s .  The 
Co-operative Department and the secondary s o c i e t i e s  should  
be partners in  providing supporting s e r v ic e s  to the primary 
s o c i e t i e s .  One v i t a l  area where s e r v ic e s  could be provided  
by a secondary s o c i e t y  i s  in  s u p e r v is io n .  The id e a l  would 
be to  work towards a s i t u a t i o n  where the development 
se r v ic e s  provided by secondary s o c i e t i e s  would be 
p r o g r e ss iv e ly  increased  w hile  those  by the Department would 
be p r o g r e s s iv e ly  d ecreased . In Grenada, to reach t h i s  id e a l  
s i t u a t io n  i t  w i l l  take many more y e a r s ,  but as far  as c r e d it  
unions are concerned the  secondary s o c i e t y  of c r e d it  un ions,  
namely the C o-operative  Credit Union League, Is  to  a 
considerab le  ex ten t  s e l f - r e l i a n t  In s e r v ic in g  c r e d i t  un ions,  
thus enabling  the C o-operative  Department to concentrate  
more on other types of s o c i e t i e s .

The e f f i c i e n t  fu n c t io n in g  of the C o-operative  Department 
today i s  constra ined  mainly by lack  of ex p er ien ce ,  tr a in in g  
and adequate transport f a c i l i t i e s  to  meet the s o c i e t i e s '  
needs for  su p e r v is io n .

Supervisory s e r v ic e s  in the f i e l d  should cover:

h e lp in g  a n e w ly -r e g is te r ed  s o c i e t y  to  take proper  
d e c is io n s  both a t  committee meetings and at the  
o p era t io n a l  l e v e l s  w ith  p e r io d ic  v i s i t s ;

devoting  a l l  the t im e, energy and other resources  on 
the su p e r v is io n  and In te r n a l  development o f  e x i s t i n g  
s o c i e t i e s  Instead of promoting new s o c i e t i e s .  However, 
i f  req u ests  for  new s o c i e t i e s  a r i s e  the Department 
should examine th e ir  economic f e a s i b i l i t y  and long-term  
v i a b i l i t y ;
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attending a s o c i e t y ' s  committee meeting in  order to  
a s s i s t  the committee to take proper d e c i s io n s  for  proper 
management, and to a s s e s s  areas of weakensses;

v i s i t i n g  the s o c i e t y  to  fo l lo w  i t s  progress  and supply  
advice and guidance on any problems and d e f e c t s ;

examining the books and working procedures and providing  
on -th e-jo b  t r a in in g  In matters l ik e  account keeping;

reporting problems encountered to  the R eg is tra r  for  
so lu t io n ;

reporting back to  the R eg istrar;

ensuring that books are ready for a u d it .

R e g is tra t io n  of s o c i e t i e s ,  in s p e c t io n s ,  e n q u ir ie s ,
sett lem ent of d i s p u t e s ,  l iq u id a t io n  are some o f  the other  
fu n ction s  that the R eg is trar  has to perform and th ese  are
s t a t u t o r i l y  provided fo r .

The fo l lo w in g  tasks  l i e  immediately before the Department:

to bring to a l e v e l  o f  e f f i c i e n c y  s o c i e t i e s  which are at 
present working below t h i s  l e v e l ;

to  improve and expand s o c i e t i e s  working at a l e v e l  of 
normal e f f i c i e n c y ;

to  rev ive  defunct s o c i e t i e s  that could be v ia b le ;

to  l iq u id a te  defunct s o c i e t i e s  that have no p rospects  of  
re v iv a l;

to a s s i s t  in the formation of new s o c i e t i e s  which would
be econom ically  v ia b le  and f e a s ib le ;
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to  make working procedures more e f f i c i e n t  so as to  
d isp en se  com plete ly  with 'Management by C r is is" ;

-  to  provide formal and in - s e r v ic e  tr a in in g  to the 
o f f i c e r s .

The Department should develop a sense of d e f i n i t e  d ir e c t io n  
to  provide lea d ersh ip  for i t s  growth and development.

C o-operative  Audit

One o f  the most important r e s p o n s i b i l i t i e s  o f  the Department 
of  C o-op era tives  I s  the audit  o f  the accounts of  
c o -o p e r a t iv e  s o c i e t i e s  every year at  the end o f  the 
f in a n c ia l  year of each s o c i e t y .  Over the years the  
c o -o p e r a t iv e  movement in Grenada has accumulated a backlog 
of a u d i t s .  At the end of the 1985 the Department had on i t s  
hands a t o t a l  of 78 au d its  to  be done and by December 1986 
some 112 a u d its  of  which only 34 have been completed. The 
performance for the year 1986 i s  a 30 percent in crease  over 
that  of l a s t  year due mainly to the manner in  which the 
au d it  work had been monitored and a ls o  to  the frequent 
deployment of f i e l d  o f f i c e r s  whenever p o s s ib le  to do audit  
work.

Due to  d e lays  In au d it in g  many s o c i e t i e s  have had to put o f f  
t h e i r  annual genera l m eetings .  This problem has been more 
s e r io u s  in  the c r e d i t  unions s e c to r :  in  some s o c i e t i e s
committees became e i t h e r  d i c t a t o r i a l  or n o n -fu n c t io n a l ,  
o f f i c e r s  committed m alpractices  and the general membership 
became a p a th e t ic  and d i s in t e r e s t e d  in  the a f f a i r s  o f  the  
s o c i e t y .  Having viewed t h i s  problem with concern the 
M in ister  i n i t i a t e d  a temporary amendment to  Rule 19 ( c a l l i n g  
fo r  an AGM as soon as the audit i s  rece ived  by the  
Committee), v a l id  fo r  a period of 18 months, to enable  
c r e d i t  unions to hold th e ir  annual general meetings without  
the  r e c e ip t  of  the aud it  report .

Delays in  the audit  of s o c i e t i e s  have been due to shortage
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of s t a f f ,  i n a b i l i t y  of  o f f i c e r s  of  the s o c i e t y  to  do 
accounting and prepare t r i a l  ba lances ,  Inadequate deployment  
of e x i s t in g  s t a f f  to  perform audit  fu n c t io n s ,  de lay  in  
p o st in g  of accounts in the s o c i e t i e s ,  I n a b i l i t y  to  trace  
documents, and the auditor  having to perform the fu n ct io n s  
o f  a book-keeper and aud itor .

Education and Training

I t  would be id e a l  i f  the functions  of education and tr a in in g  
for  co -o p era t iv es  were in  the hands of the c o -o p e r a t iv e  
movement i t s e l f .  As t h i s  w i l l  not be p o s s ib le  in  Grenada 
fo r  qu ite  some tim e, education and tra in in g  has to  be the  
J o in t  r e s p o n s ib i l i t y  of the C o-operative Department, the 
secondary s o c i e t i e s  and vo lu n teers  from w ith in  the  
movement.

Although one of the most important needs of the c o -o p e r a t iv e  
movement in  Grenada i s  education and tr a in in g ,  n e i th e r  the 
Co-operative Department nor the Credit Union League i s  in a 
p o s i t io n  to meet t h i s  need f u l l y  due to lack  o f  tra ined  
p erson s, tra in in g  equipment, and tr a in in g  m a t e r ia l s .  The 
Department a lready provides a regular weekly ten  minute 
radio  programme c a l le d  "Co-operative S p o t l ig h t"  and 
pu b lish es  a q uarter ly  n e w s le t ter  termed "The C o-operative  
Review". And there i s  now a general agreement between the  
Co-operative Department and the Credit Union League that in  
fu ture  both orga n isa t io n s  w i l l  c o l la b o r a te  to  share the 
r e s p o n s i b i l i t i e s  o f  education and tr a in in g  fo r  c r e d it  
u n io n s .

Training programmes would id e a l ly  a l s o  Include inputs  from 
the M inistry of  A g r icu ltu re ,  the A rtisan a l F i s h e r ie s  Unit  
and other re levant o rg a n isa t io n s  for te c h n ic a l  knowledge.

Co-operative L e g is la t io n

The co -o p era t iv e  law of Grenada i s  c o n s t i tu te d  o f  the  
Co-operative S o c i e t i e s  Ordinance No. 15 of 1955 and No. 7 of
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1968, the s ta tu to r y  ru le s  made under the Ordinance (1957) 
and the by-laws of co -o p era t iv e  s o c i e t i e s .  The Peoples'  
Revolutionary Government, by pass in g  a sp e c ia l  prov is ion s  
act, provided for  the monopoly of  the Minor Spices Farmers 
Co-operative S o c ie ty  to trade in minor s p i c e s .  During this 

period minor amendments were a l s o  made to  the Ordinance 
reducing the minimum number of members c o n s t i tu t in g  a 
co-operative s o c ie t y  from ten to five.

The C o-operative S o c ie t i e s  Ordinance of Grenada i s  based on 
what i s  c a l le d  the "Indian C la s s ic a l  Pattern" and i s  
th erefore  in  many ways s im ila r  to  the b a s ic  co -op era tive  law 
of many developing cou n tr ies  which were formerly B r i t i s h  
C o lo n ie s .

The present Act has the fo l lo w in g  Important fea tu res:

I t  provides a general l e g a l  framework for a l l  types of 
s o c i e t i e s  f u n c t io n a l ly .

-  I t  provides for the r e g i s t r a t io n  o f  two types of 
s o c i e t i e s  s t r u c t u r a l ly ,  namely (a )  "a s o c ie t y  which has 
as i t s  ob ject the promotion o f  the economic in t e r e s t  of 
I t s  members in accordance with co -o p era t iv e  p r in c ip le s " .  
I . e .  a primary s o c ie t y  and (b) "a s o c i e t y  e s ta b lish e d  
with  the ob jec t  of f a c i l i t a t i n g  the op erations  o f  such a 
so c ie ty "  i . e .  a secondary s o c i e t y .

I t  confers  a v a r ie ty  o f  powers on the R eg istrar  of 
C o-operatives  in c lu d in g  the power of r e g i s t r a t io n .  
In sp e c t io n ,  in q u iry ,  a u d i t ,  s e t t lem en t  of d isp u te s ,  
c a n c e l la t io n  of r e g i s t r a t io n  of s o c i e t i e s  and 
l iq u id a t io n .

The need for the r e v is io n  of the c o -o p e r a t iv e  law in  Grenada 
had been long f e l t  and i s  in preparation  by the Adviser on 
C o -o p e r a t iv e s .
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The fo llow in g  main new fea tu res  are Included in the draft
act:

a) In the matter of r e g i s t r a t io n  of primary s o c i e t i e s  a 
primary s o c ie t y  has been described in  g rea ter  d e t a i l .

b) Primary s o c i e t i e s  are formed not only to  promote the 
economic i n t e r e s t s  o f  members but a lso  to promote th e ir  
s o c ia l  and c u ltu r a l  i n t e r e s t s .

c) I t  provides for the q u a l i f i c a t i o n  of members to be more 
re levan t to the s e r v ic e s  and o b je c ts  o f  the s o c i e t y .

d) I t  provides for  the requirement to  conform to  
co -op era t ive  p r in c ip le s  but the p r in c ip le s  have not 
been mentioned.

e) I t  provides for the crea t io n  of  probationary  
s o c ie t  i e s .

f )  I t  provides for the amalgamation of two or more 
s o c i e t i e s .

g) I t  provides for the withdrawal of  shares by members in  
c r e d it  unions as i s  the p r a c t ic e  obtained at present  
in  cr e d it  unions.

h) I t  exempts s o c i e t i e s  from paying income ta x .

i )  I t  provides for the crea t io n  of a c o -o p e r a t iv e  fund.

j )  Consequent to an aud it  i t  requ ires  the R eg is tra r  to
communicate d e fe c t s  revealed  for remedial a c t io n  by 
s o c i e t i e s  w ith in  a s t ip u la te d  time.

k) I t  provides for the removal of an in e p t ,  i n e f f i c i e n t  or
corrupt committee a f t e r  due in sp e c t io n  and appointment 
in  i t s  place of a committee c o n s i s t in g  o f nominees of  
the R egistrar  to fu n ct io n  for  a maximum period of two 
y e a r s .
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1) In the case of d i s p u te s ,  employees past and presen t  and
past  o f f i c e r s  are Included as p a r t ie s  su b jec t  to
a r b i t r a t io n .

In August 1984 the Caribbean Confederation of Credit Unions 
mooted the idea  of the r e v is io n  of C o-operative Acts 
obtained in  i t s  18 member t e r r i t o r i e s  and appointed a task  
force  to  come up with a model Act that could be adopted by 
meinber t e r r i t o r i e s  with the necessary  m o d if ic a t io n s .  This 
was produced in  Ju ly  1986. The main fea tu res  contained in  
t h i s  d ra ft  act  are not very d i f f e r e n t  from that  of the 
Adviser except that:

a) There i s  a reduction  in the age l im i t  to q u a l i fy  for
members.

b) C o-operative  p r in c ip le s  have been s p e l t  out for
conform ity  by s o c i e t i e s .

c) The Act provides for suspension of a s o c i e t y  by the
R eg is tra r  for  breaches of some of the p r o v is io n s  of
the co -o p era t iv e  law.

d) I t  provides for the appointment of a panel of  a u d ito r s ,  
by the R e g is tr a r ,  from whom the s o c i e t i e s  would s e l e c t  
t h e i r  a u d ito r s .

e )  In the matter of  d isp u tes  i t  provides for  the
appointment of  a Tribunal which s h a l l  have the
j u r i s d i c t i o n  to hear o f fe n c e s  a ga in st  a d e c is io n  o f the
R eg is tra r  or an a r b i t r a to r .

The Government of Grenada i s  now in  a b e t te r  p o s i t io n  in  
that i t  can compile an act  w ith  fea tu res  drawn from both 
d r a fts  best  su ite d  to  the needs of  i t s  c o -o p e r a t iv e  
development.

By-laws are of much grea ter  Importance to the membership of 
c o -o p era t iv e  s o c i e t i e s  than the Act and the R ules ,  for
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members re fer  co n sta n t ly  to the by-laws for  th e ir  d u t ie s ,  
r ig h ts  and a l s o  in  regard to the working o f  the s o c ie t y .  
The Department of C o-operatives  prepares and "maintains" the 
by-laws for  in d iv id u a l  s o c i e t i e s ,  and i s  at presen t  engaged 
in  the preparation of model by-laws.

Aiding Co-operatives

While support to  c o -o p e r a t iv e s  in  the areas o f  a u d it ,  
su p e r v is io n  and p r o v is io n  of education  and tr a in in g  i s  
d i r e c t ,  the most s ta b le  and meaningful a id  provided by the 
Government i s  in d ir e c t .  This aid i s  f in a n c ia l  and includes  
f i s c a l  p r i v i l e g e s  such as exemption from stamp d u t ie s ,  
income ta x ,  customs d u t ie s  for  im portation  of items 
necessary  for  the op erations  of c o -o p e r a t iv e s .

Budgetary p ro v is io n  Is a l s o  made to f i n a n c i a l l y  a s s i s t  in 
the estab lishm ent of c o - o p e r a t iv e s .  No doubt the Government 
must not in te r fe r e  in the a f f a i r s  of c o -o p e r a t iv e s  as too 
much reg u la t io n  can d e v i t a l i s e  the movement and undermine 
i t s  autonomy, but i t  should c e r ta in ly  p a r t i c ip a t e  in  the 
growth of the c o -o p era t iv e  movement.

O ffers  of aid from in te r n a t io n a l  donor a g e n c ie s  to  finance  
c o -o p e r a t iv e s  are many. In some in s ta n c e s  c o -o p e r a t iv e s  
have been formed to s u i t  the o b je c t iv e s  of  the funding 
a g e n c ie s .  I t  i s  indeed an unfortunate s i t u a t i o n  that while  
some s o c i e t i e s  face  p o s s ib le  e x t in c t io n  due to  the lack of 
c a p i t a l ,  others  whose character and s e r v ic e s  f a l l  far  below 
e x p e c ta t io n s  s u f fe r  from a s u r f e i t  of funding.

Aid to c o -o p e r a t iv e s  i s  necessary  and good but c o -o p e r a t iv e s  
must grow in to  s e l f - r e l i a n t  s t r u c tu r e s ,  and in d is c r e e t  
f in a n c in g  can destroy  th e ir  s p i r i t  o f  s e l f - h e l p  which i s  an 
e s s e n t i a l  in gred ien t  fo r  the development of  s e l f - r e l i a n c e .  
Funding by o u ts id e  agen c ies  i s  best  done in  co n su lta t io n  
with  the Co-operative Department and the r e le v a n t  secondary  
s o c i e t y .
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Assistance i s  most u s e fu l  in  the prov is ion  of t e c h n ic a l  and 
management a s s i s t a n c e ,  education  and tr a in in g ,  and long and 
easy term loans -  a f t e r  the formation and r e g i s t r a t io n  of a 
s o c ie t y  and a f t e r  c a r e fu l  examination of i t s  op era tion s  to  
I d e n t i fy  the areas where a loan i s  required.

the future

Various recommendations have been made for future guidance.  
In the present s i t u a t i o n  the Co-operative Department should  
pursue a p o l ic y  of  c o n s o l id a t io n  rather than expansion ,
weeding out s o c i e t i e s  w ith  no p o t e n t ia l ,  and encouraging  
b e tte r  management by the p ro v is io n  o f in - s e r v ic e  t r a in in g  
for o f f i c e r s .  The formation of a strong apex s o c i e t y  could  
represent a l l  s e c to r s  of  the movement to the Government, 
co-ord inate  trad ing  o p e r a t io n s ,  and channel funds from 
c r e d it  unions to s o c i e t i e s  requ ir ing  lo a n s .  More frequent  
committee meetings w i l l  ensure b e tter  d e c is io n  making and
a s s i s t  eva lu a t io n  of performances.

For r e a l  economic development a g r ic u l tu r a l  s o c i e t i e s
membership could be encouraged to  increase  from 15 to around 
100 farmers engaged in  the c u l t i v a t io n  of nutmeg, cocoa,  
banana and v e g e ta b le s .  These s o c i e t i e s  w i l l  then be ab le  to  
u s e f u l ly  a s s i s t  t h e ir  members by providing them with  
se r v ic e s  in  t h r i f t  and c r e d i t ,  su p p lie s  o f  in p u ts ,  grading ,  
p rocess in g  and p a r t ic u la r ly  marketing where they, in s tead  of  
every in d iv id u a l  farmer, can provide the l in k  w ith  the  
s ta tu to r y  b o d ie s .  F ishery  supply and marketing
co -o p e r a t iv e s  should a l s o  be encouraged to become la rg er ;  
in d u s t r ia l  c o -o p e r a t iv e s  only when the l i a b i l i t y  of produce 
can be com petit ive  w ith  the p r iv a te  s e c to r  and Imports; 
consumer c o -o p e r a t iv e s  considered for rural areas;  and 
school c o -o p e r a t iv e s  promoted.

Below Is  reproduced an e x tr a c t  from the Report o f  
Secretary-G eneral o f  the  United Nations prepared for  the  
General Assembly in January 1983 on "National Experience in  
Promoting the C o-operative  Movement" which should not go 
unnoticed.
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"Although the problems of development are no doubt b e t te r  
understood today than they were 20 years ago, there  are 
s t i l l  m isconceptions about the ro le  c o -o p e r a t iv e s  can play  
in  promoting economic and s o c ia l  p rogress .  One . . . .  the  
b e l i e f  that c o -p e r a t iv e s  can succeed even when ex tern a l  
circumstances are unfavourable. Another m istake i s  the 
f a i lu r e  to  recogn ise  that co -op eration  I s  slow in  
developing; perseverance and p atien ce  are needed i f  b e n e f i t s  
are to be forthcoming.

The basic  m iscon cep tion s , however, concern the e s s e n t i a l  
nature of c o -o p e r a t iv e s .  They e x i s t  to b e n e f i t  th e ir  
members primarily through th e ir  j o in t  e f f o r t s .  Members w i l l  
be supportive of t h e ir  c o -o p era t iv es  to  the ex te n t  they  
d erive  b e n e f i t s  from them. Experience has demonstrated that  
where co-operators  f e e l  that the co -op era t ive  i s  not working 
on behalf of th e ir  i n t e r e s t s ,  they are l i k e l y  to  lo se  
I n t e r e s t  in i t .

Governments in some deve loping  countr ies  a l s o  tend to see  
co -o p era t iv es  as one instrument among others for  carrying  
out development p o l i c i e s .  Such p o l i c i e s  are not always at 
variance with the i n t e r e s t s  of the co-operators but n e ith er  
do they n e c e s s a r i ly  c o in c id e .  Governments have, a t  t im es ,  
used co -o p era t iv es  as v e h ic l e s  to  apply unpopular measures. 
Where th is  i s  done, i t  i s  because governments tend to look  
upon co -o p era t iv es  as instrum ents of development rather  than  
as organ isa t io n s  of people  who could and should determine  
th e ir  own o b je c t iv e s  and p a r t ic ip a te  in decis ion-m aking and 
the b e n e f i t s  of development. Consequently, members o f te n  
look at  co -o p e r a t iv e s  as another type o f  government 
i n s t i t u t i o n  rather than as th e ir  own o rg a n isa t io n  and, as a 
r e s u l t ,  tend to lo se  in t e r e s t " .

Forty years in the l i f e  of  a co -o p era t iv e  movement of  a 
country i s  not much. The movement in  Grenada has c e r t a in ly  
not had an e v en tfu l  l i f e  but at fo r ty  i t  i s  not too l a t e  to  
s ta r t  l i f e  again keeping in  mind that l e s s o n s  are best  
learn t  by m istakes.
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alleviating POVERTY: CO-OPERATIVE DEVELOPMENT IN GUJARAT 

by Geoffrey G r i f f i t h  *

This case study i s  based on a period o f  a n th ro p o lo g ica l-  
s t y l e  f i e l d  work undertaken between January 1985 and April  
1986. I t  i s  centred upon three  d i f f e r e n t  o r g a n isa t io n a l  
s tr u c tu r e s ,  a v i l l a g e ,  a non-governmental development agency 
and a c o -o p e r a t iv e .  The con ju n ction  of in t e r e s t s  of the 
f i r s t  two during 1980 led  to  the formation of the  
c o -o p e r a t iv e .  Since then, t h e ir  I n te r a c t io n s  have re su lte d  
in a mixture of s u c c e s s e s ,  t r i a l s  and t r ib u la t io n s  for the 
c o -o p e r a t iv e ,  some of which are d escribed  below.

The d i s c u s s io n  i s  developed in  four s t a g e s .  F i r s t ,  a b r ie f  
d e s c r ip t io n  i s  given of the i n s t i g a t o r s ,  namely the v i l l a g e  
and NGO. Second, the formation of the co -o p e r a t iv e  and i t s  
f i r s t  three years of  progress  and disappointments are 
d escr ib ed . Third, the reg en era t io n  of the co -o p e r a t iv e  as 
part of  an a n t i-p o v e r ty  programme i s  presented In greater  
d e t a i l  and f i n a l l y ,  some comments are made on the r o le  of  
c o -o p e r a t iv e s  for poverty a l l e v i a t i o n  and c o -o p e r a t iv e s  in  
general w ith some su g g e s t io n s  fo r  the way forward. In 
p a r t ic u la r  t h i s  w i l l  r e la t e  to  the development of more 
appropriate  education . As the case study w i l l  show, many 
tra ined  people are involved  in  promoting th is  co -o p era t iv e  
but none have the e x p e r t i s e  necessary  to make i t  work. I t  
seems that the content of e d u ca t io n a l  programmes not j u s t  in  
the co -o p e r a t iv e  movement but a l s o  in  c o l l e g e s  and 
u n i v e r s i t i e s ,  in  general have to  be worked out more 
th o u g h t fu l ly .

* U n iv e r s i ty  of Sussex
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The v i l l a g e  i s  In cen tra l  Gujarat about two hours' drive  
from Ahmedabad, one k ilom etre from the r iv e r  Sabarmati. A 
bus serv ice  operates to and from the nearest  town f iv e  times 
a day-

The major source of income i s  a g r ic u l t u r e .  Land is  
ir r ig a te d  e i th e r  d i r e c t l y  from the r iver  or by tubewell and 
at l e a s t  75 percent of the farmers produce two crops,
u su a lly  wheat and r i c e ,  annually .  The r e la t io n s h ip  between
landholding s i z e  and la n d le ssn e ss  i s  as fo l lo w s :

9 percent -  ten acres or more;

39 percent -  l e s s  than ten a cres;

52 percent -  la n d le s s .

In d u str ia l  a c t i v i t y  w ithin  the v i l l a g e  i s  la r g e ly  confined  
to hand-loom weaving w ith in  the vanker (h a r i ja n  weaver)
community. Some In d iv id u a ls  work o u ts id e  the v i l l a g e ,  
mainly as e l e c t r i c i a n s  or in government p o s t s ,  and others  
migrate from the area, g e n e r a l ly  to  work in  the diamond
cu tt in g  Industry in Surat. The overwhelming m ajority  of 
fa m il ie s  however have a g r ic u ltu r e  as t h e ir  primary, and 
o fte n  s o le  source of income.

The r e la t io n sh ip  of the main s o c l o - r e l i g l o u s  groups to each 
other in  terms of s i z e  i s  un u su a lly -even ly  balanced . There 
are four main groups: nomln musllm, r a j p u t , thakor and
vanker which r e s p e c t iv e ly  account for  13.3%, 1 5 .5Z, 14.7%
and 15.9% of the households, and together  about 60 percent  
of the population . The other 40 percent c o n s i s t in g  o f  a 
mixture of mainly hindu fa m i l ie s  from about twenty d i f f e r e n t  
ca s te  groups.

Communal p o l i t i c s  do not have an Important r o le  In the 
v i l l a g e .  Since no group through a s in g le  a l l i a n c e  i s  able

INTRODUCTION
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to  form a c o n t r o l l in g  m a jo r ity ,  the ga ins  to be made through 
p o l i t i c a l  domination do not seem to be worth the 
considerab le  e f f o r t  which would have to be put Into  
ach iev ing  t h i s .  The v i l l a g e r s  acknowledge t h i s  when ta lk in g  
about the 1985 panchayat e l e c t i o n s .  At th is  time no one was 
w il l in g  to  stand for  the p ost  o f  serpench ( e le c t e d  v i l l a g e  
headman) and the v i l l a g e  d i g n i t a r i e s  had to band together  to  
convince a member of the lea d in g  fam ily  to stand . He has 
s in c e  become an u n w il l in g  serpench. T h is ,  o f  cou rse , i s  
important fo r  the new c o -o p e r a t iv e  because i t  i s  u n l ik e ly  
that they w i l l  be subverted  by those tr y in g  to gain  
p o l i t i c a l  advantage through ga in in g  con tro l  of i t .

The NGO was e s t a b l i s h e d  in  1971 to  d es ign  and co n stru ct  low 
cost  housing fo r  both the urban and rural poor. As a r e s u l t  
of t h i s  work they saw a need for  a considerab ly  wider range 
of inputs  than they were o f f e r i n g ,  so in  1979, they s ta r te d  
to  become Involved in  a wide range of development p r o j e c t s .  
However, i t  was not u n t i l  1981 that they formulated th e ir  
current p o l i c y  which aimed to  concentrate  th e ir  resources in  
promoting the s o c i a l  and economic development of  the poorest  
ten percent o f  the p o p u la tion  in  a group of s i x t y  v i l l a g e s .  
Today th e ir  main areas o f  a c t i v i t y  are housing, co -o p e r a t iv e  
development, h e a lth  care which in c lu d es  m a ln u tr it ion  
a l l e v i a t i o n ,  and animal husbandry.

I t  i s  a la rg e  agency having a paid s t a f f  of between 90 and 
100. These c o n s i s t  o f  a sm all core o f  p r o fe s s io n a ls  having  
s p e c i a l i s t  u n iv e r s i t y  q u a l i f i c a t i o n s  in  re levan t to p ic s  who 
are l a r g e ly  based in  the c i t y ,  and lo c a l  fu n c t io n a r ie s  
l i v i n g  in  the v i l l a g e s  which are between 40 and 80 
kilom etres  d i s t a n t .

I t s  funding comes from a v a r ie t y  of  sources:  government
funds, which are a l lo c a t e d  as lo a n s ,  s u b s id ie s  e t c . ,  
overseas a g e n c ie s ,  for  major p r o je c t s  which are s e le c te d  and 
funded on an in d iv id u a l  b a s i s .  I t  was in  the e a r ly  s ta g es  
of th e ir  wider developm ental commitment that the  
co -o p e r a t iv e  ce n tr a l  to  t h i s  d i s c u s s io n  was introduced.
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In 1980 a programme was i n i t i a t e d  by an e x -d e s lg n  student  
employed at  the NGO with the goal o f  In troducing  d i f f e r e n t  
income-generating a c t i v i t i e s  for women in  each o f f iv e  
v i l l a g e s  -  block p r in t in g ,  t i e  and dye, patchwork and two 
kinds of embroidery. The p roject  was in  three  s ta g e s .  
F i r s t ,  two women were se le c te d  from each v i l l a g e  to  go for 
one month's t r a in in g  in  an area where the s k i l l  was used 
already. Second, on th e ir  return, th ese  women tra ined  a 
further  28 women in  each v i l l a g e  fo r  a period  of  three  
months part-t im e to  form production u n i t s .  F in a l ly ,  a 
f i v e - v i l l a g e  co -o p era t iv e  was to be formed through which 
production and marketing of the e n t ir e  range o f  goods was to 
be channeled.

For reasons beyond the scope of t h i s  d i s c u s s io n  production  
in four of the f i v e  v i l l a g e s  f a i l e d  to take o f f .  A ttention  
i s  now focused on the one v i l l a g e  where production  
continued .

In t h i s  v i l l a g e  the s k i l l  introduced was kamblra embroidery, 
which i s  a p a r t ic u la r  s t y l e  of embroidery n a t iv e  to  the 
Katchhch region of Gujarat. This b a s i c a l l y  Invo lves  the
p r in t in g  of  a d es ig n  on to fa b r ic  as the b a s is  for  
embroidery work which Is  the main labour component. Goods 
produced by t h i s  method are kurta (women's garments),  
bedcovers, ta b le  c l o t h s ,  cushion covers and bags.

After  t ra in in g  production began in  e a r n e s t ,  but a f t e r  s ix  
months the c o -o p e r a t iv e  f a i l e d  for  the fo l lo w in g  three  
reason s . F i r s t ,  I t  was designed to serv e  f i v e  v i l l a g e s  but 
four of  these  had never gone in to  p roduction . Second, i t  
was not p o s s ib le  to r a i s e  money to f a c i l i t a t e  the build-up
of stock  In l i e u  of ord ers .  Third, there were problems in
the development of the programme by the NGO which led  to i t s  
withdrawal of support.

However, one v i l l a g e  woman who had been tra in ed  as an

THE CO-OPERATIVE; EARLY DAYS
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embroidery teacher had f a i t h  in  the v i l l a g e ' s  ca p a c ity  to 
produce marketable goods s o ,  in the middle o f  1981, she 
Btarted production p r i v a t e l y .  I t  was at t h i s  time that the 
a c t i v i t y  became a fam ily  b u s in e s s .  The husband and wife  
between them undertook every  aspect  of the work excluding  
production, a s i t u a t io n  which remains true to  t h i s  day. 
They d escr ib e  th e ir  ta sk s  as fo l lo w s :

Fetching m a te r ia ls ,  co lo u r  t e s t i n g ,  checking s t i t c h i n g ,  
d es ig n in g ,  d es ig n  t r a c in g ,  s o r t in g  work for women, 
colour combining, thread d i s t r ib u t io n ,  q u a l i ty  c o n tr o l ,  
book-keeping, acco u n tin g ,  ir o n in g ,  s tock  c o n tr o l ,  
correspondence, meeting c l i e n t s ,  marketing, banking, 
d is t r ib u t io n  of labour , packing and carry ing , having  
meetings with women, a t te n d in g  NGO m eetings.

Their main sources of Income were labour work for  the 
government h andicraft  emporium and some e x h ib i t io n  work but 
from these  they were not ab le  to secure a regular income.

THE CO-OPERATIVE; REGENERATION

I t  was through one of the e x h ib i t io n s  that contact with the 
NGO was r e -e s ta b l i s h e d  in  1983. The family were having  
problems f in d in g  markets for  th e ir  goods, so were unable to  
r a i s e  s u f f i c i e n t  money to  b u i ld in g  up stock  to a l e v e l  where 
they were ab le  to respond to  the demands of an irreg u la r  
market. At the same time the NGO was looking  for  
o p p o r tu n it ie s  to extend t h e i r  poverty a l l e v i a t i o n  programme 
w ith in  the v i l l a g e .  I t  was decided th a t ,  to  f a c i l i t a t e  both 
the a s p ir a t io n s  of  the NGO and the embroiderers, who wanted 
to  supplement t h e ir  fam ily  Incomes, a new c o -o p era t iv e  
should be formed and fu r th er  tr a in in g  undertaken. In the 
previous tr a in in g  programme emphasis was on promoting  
production; t h i s  time i t  was to  be the Involvement o f  the 
weaker members of the community.

The circum stances had now changed. New Inputs overcame 
former problems; the new NGO manager was a graduate of  a
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lea d in g  management school;  at the v i l l a g e  l e v e l  both husband 
and w ife  were sa la r ie d  by the NGO to work f u l l  time as the  
co -o p e r a t iv e  organ isers;  working c a p i ta l  was made a v a i la b le  
from NGO funds; and f i n a l l y ,  there were l o c a l  l e v e l  
co -o p e r a t iv e  management tra in in g  schemes organised by both 
the d i s t r i c t  and s ta te  co -o p era t iv e  un ions. The w ife  in  the 
v i l l a g e  management team p a r t ic ip a te d  in  two such schemes so 
as to  learn more about the mechanics of and the s k i l l s  
required for the co -o p era t iv e  to  operate e f f i c i e n t l y .

There were a l s o  the n egative  i s s u e s .  F i r s t ,  the 
co -o p era t iv e  had already f a i l e d  once so confidence was 
la ck in g  in the v i l l a g e r s  who would b e n e f i t  most from the 
extra  incomes. Second, i t  had become a fam ily  bu s in ess  
where the m otivations for p a r t ic ip a t io n  d i f f e r e d  from those  
of the usual c o -o p e r a t iv e .  Bearing th ese  in  mind,
developments in the co -o p era t iv e  s in c e  1983 can be viewed 
from the two standpoints  of a poverty a l l e v i a t i o n  programme 
and as a v i l l a g e  co -op erat ive  development in  i t s  own r ig h t .

The su ccess  of the a n t i-p o v er ty  aspect depended upon fa c to r s  
such as r e g u la r i ty  of income derived from a high production  
rate  (most poor women in  the v i l l a g e  came from the lower 
c a s te  groups and worked part of the year as a g r ic u l tu r a l  
la b o r e r s ,  an income they were not l i k e l y  to  je o p a r d ise  on 
the o f f  chance that a more regular  income might be
a t ta in a b le  e lsew h ere ) ,  and overcoming th e ir  caution  to  
commit themselves to a p ro jec t  with a f a i lu r e  ra t in g  by
means o f  t r a in in g .

The tr a in in g  was funded by the Khadi and V i l la g e  In d u s tr ie s  
Commission. I t  took p lace  over a three month period and 
c o n s is te d  o f  learn ing  the f i f t e e n  d i f f e r e n t  embroidery 
s t i t c h e s  that are p ecu liar  to Kambira embroidery and the 
colour com binations. I t  was not n ecessary  to  be l i t e r a t e  to  
complete the tra in in g  as could be shown by the su ccess  of  
the previous programme when a l l  women p a r t ic ip a t in g
completed the course . However the donors could only sponsor  
t h i r t y  out of the seventy who applied  and requested that the
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numbers be reduced. S e le c t io n  was made easy by a w r it ten  
examination which had the e f f e c t  o f  Immediately excluding  
the poorest women In the v i l l a g e ,  leav in g  a mixture of ca s te  
hlndus and musllms who were g en era l ly  from the middle Income 
group f a m i l i e s .  This group, of course, would not be 
dependent upon any a d d it io n a l  Income source and th erefore  
was not unduly worried about r e g u la r i ty  of employment e t c .

So, when production r e - s ta r te d  a f t e r  another s u c c e s s fu l  
tra in in g  programme the group co n s is ted  of 75 women. They 
were n e ith er  a l l  co -o p e r a t iv e  members nor graduates from the 
two tr a in in g  courses although most were e i th e r  one or the  
oth er .  The a d d it io n a l  women were there as a r e s u l t  of a 
c er ta in  amount of  Informal tr a in in g  on the job by fr ien d s  
and r e l a t i v e s .  Only 17.5 percent of those now working came 
from amongst the l a n d le s s .  Most were from land-owning 
f a m il ie s  of e i t h e r  high ca s te  hindu or muslim o r ig in  which 
had an above average number of females over the age of
f i f t e e n  l i v i n g  in  the household. Observation has shown 
th a t ,  for  a fam ily  to  earn a reasonable sum from t h i s  
a c t i v i t y ,  a surplus of females over th is  age i s  a
p r e r e q u is i t e ,  s in c e  t h i s  reduces the per cap ita  workload at
the household l e v e l .  But many poor fa m il ie s  have th is  
c o n s t i tu t io n  as w e l l .

To understand the dilemmas the co -o p era t iv e  has faced to
date i t  i s  n ecessary  to  in v e s t ig a t e  th e ir  economic p o s i t io n .  
I t  i s  important not j u s t  to know how much they have been 
producing but a l s o  how much they can produce. This b a s ic  
data w i l l  throw l i g h t  upon the l im i t a t io n s  brought about by 
th e ir  mode of  o p era t ion  and g iv e  some in d ic a t io n  as to th e ir  
cap acity  to change or develop .

The maximum turnover for  the co -o p era t iv e  can be est im ated ,  
assuming that the goods are produced as quickly  as p o s s ib le  
and that every worker p a r t ic ip a t e s  for the same time each 
month.
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Sam ple  L a b o u r  R a t e s

Product

Labour time:

Piece rate:

Hourly rate:

Bed cover

30 -  35 hours

Cuslon cover

5 - 6  hours

Rs. 40

Rs. 1 - 1 . 3

Rs.

Rs. 0 .6  -  0 .8

The value of production r e la t e s  d i r e c t ly  to  the p ie c e  rate  
paid for  each item because i t  f lu c tu a te s  c o n s id e r a b ly .  As 
can be seen , a woman producing a bed cover can earn 40 
rupees for  approximately 30 -  35 hours work. That same 
woman, i f  producing a cushion cover, w i l l  earn 4 rupees for  
about 5 - 6  hours work. In the f i r s t  case the labour rate  
i s  between 1.1 and 1.3 rupees an hour; in  the second i t  i s  
between 0 .6  and 0 .8  rupees an hour.

Worker time i s  assumed here to be 3 i  hours a day for 28 
days a month. Certain women confined to the home can work 
more, others are l i k e l y  to stop work for s e v e r a l  months a 
year to labour in the f i e l d s .  I f  there  i s  a labour 
shortage o ccas ion a l workers w i l l  help out so  i t  i s  
g en era l ly  p o ss ib le  to maintain production at  the above rate  
for  75 women throughout the year.

In t o t a l ,  with a f u l l  work force  working on the most 
p r o f i ta b le  goods, a turnover something in  the reg ion  of
36,000 rupees per month can be expected . But, fo r  reasons  
presented below, production has never come near to  ach iev in g  
t h i s .  In a good month i t  has been worth about 8 ,0 0 0  rupees 
w hile  in  a bad month i t  has f a l l e n  as low as 2 ,300  rupees.  
In other words they have never worked at even 25 percent of 
c a p a c ity .

Such a low turnover where l i t t l e  cash i s  a v a i la b le  reduces 
any cap acity  to develop the c o -o p era t iv e .
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The ex ten t  of  th is  problem depends upon th e ir  c o s t in g  
s tr a te g y .  In p r ic in g  goods the amount i s  arrived at by 
a ss e s s in g  the con tr ib u t ion  to  the t o t a l  of each of the  
fo l low in g  items: c lo t h ,  thread, embroidery, p r in t in g ,
t a i l o r i n g ,  washing, packaging, tran sp orta t ion  and p r o f i t .  
The exact sum of each v a r ie s  in  accordance with the products  
which require d i f f e r in g  q u a n t i t i e s  of  each component 
depending prim arily  on the com plexity of the design and the  
varying manufacturing p r o c e s se s .  The three major components 
are c lo t h ,  embroidery and p r o f i t ,  the d i f f e r in g  va lu es  of  
each are demonstrated by the fo l lo w in g  two examples of a 
double bed cover and a kurta .

Kurta: Cost -  Rs.lOO; Cloth -  54%; Embroidery -  10%;
P r o f i t :  16%

Bed cover:Cost -  R s . l6 0 ;  Cloth -  36%; Embroidery -  25% 
P r o f i t :  16%

Their use of  the word p r o f i t  i s  in t e r e s t in g  because t h i s  i s  
e x a c t ly  as they see i t .  At no stage  do they make
allowances for 'overh ead s ' .

This ' p r o f i t '  component could be as high as 6,A00 rupees a 
month b u t ,  on the b a s is  for  the a c tu a l f ig u r e s  for
production presented e a r l i e r ,  i s  between 414 and 1,440  
rupees a month. I t  i s  doubtful that  th is  w i l l  be adequate 
to meet the c o s t s  which are p r im arily  management, sample 
production, wastage, s torage  and marketing.

Management c o s t s  at present  have two components assuming 
that the NGO does not charge for  i t s  s e r v i c e s .  These are
the s a l a r i e s  of the husband and w ife  management team, 400
rupees per person, and th e ir  t r a v e l l in g  c o s t s  in  pursu it  of  
co -o p era t iv e  business  which comes to  an a d d it io n a l  80 rupees 
a month. As mentioned e a r l i e r ,  t h i s  co st  i s  at present  
being met by the NGO.

Sample and wastage charges are q u ite  h igh . Many new d esigns

2 19



are produced to t e s t  the market and, although the q u a l i ty  of 
the work I s  h igh , there are sometimes problems with  colours  
running or f a u l t s  In the m a te r ia l .  Together samples and 
waste must cost  a minimum of between 500 and 800 rupees a 
month.

Storage c o s t s  are low because they produce very l i t t l e  
u n less  they have an order . They w i l l  rare ly  have more than
3,000  rupees worth of s to c k  so ,  a l low ing for 1 percent
monthly deva lu ation  t h i s  w i l l  only cost  30 rupees a month.
Perhaps t h i s  i s  one advantage of having cash flow problems.
While they might have no money for  producing on an ad hoc 
b a s is  i t  means that they cannot further  add to th e ir  c o sts  
by over-producing.

Cash flow i s  a c o n s id era b le  problem. Apart from having to 
buy the m ateria l some time before the f in is h e d  goods are 
s o ld ,  there  i s  a lso  the n e c e s s i t y  to pay the women w ith in  a 
reasonable time o f the work being completed. T his ,  for the 
v i l l a g e  management, to g e th er  with  the s e t t i n g  up of a 
reserve  fund i s  the main p r i o r i t y .  So f a r ,  they have 
managed to put 5 ,000  rupees in reserve  which i s  equal to 
about 200 rupees a month. On the so r t  of turnover they have 
t h i s  seems im p o ss ib le .  What in  f a c t  happens i s  that  some of 
the tasks  included in  the c o s t in g  are undertaken f r e e  of 
charge by the v i l l a g e  managers' fa m ily ,  so enhancing the 
p r o f i t  component.

In t o t a l ,  exclud ing  both the reserve  fund c o n tr ib u t io n s  and 
marketing, but in c lu d in g  the expenses which are a t  present  
paid by the NGO, overheads amount to 1,400 rupees monthly at 
the bare minimum. As the f ig u r e s  for  production show, they  
have hardly ever covered t h i s  co st  but, with s u f f i c i e n t  
turnover, i t  i s  co n ce iv a b le  that the co -o p era t iv e  could run 
at a reasonable p r o f i t .  That i s  to  say p r o f i t  in  the true  
sense of  the word where i t  rep resen ts  surplus a f t e r  a l l  the  
c o s t s  have been considered rather than the v i s i b l e  co st  of  
each item.
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Marketing i s  the major b o t t le n e c k .  Unless they have 
somewhere to  s e l l  they cannot produce. However, marketing  
requires con s id erab le  investm ent, both in  time and money. 
Further, i t  needs the r ig h t  approach i f  reasonable r e s u l t s  
are to be ach ieved .

The products come from the v i l l a g e  and are designed to s e l l  
in the la rg e  c i t i e s  where these kinds o f  goods are much in  
demand. The v i l l a g e  women are la r g e ly  protected  from the 
o u ts id e  world, l i v i n g  in  a s o c i e t y  where the o p p o r tu n it ie s  
to  develop the kind of s k i l l s  necessary  for  marketing are 
v i r t u a l l y  n o n - e x i s t e n t .  Only the fam ily  running the 
c o -o p e r a t iv e  could develop t h i s  c a p a b i l i t y  through the 
a d d it io n a l  t r a in in g  they were g iv e n ,  but even they were 
unable to  ta c k le  the problem.

The husband and h is  w ife  in  the management o f  the 
c o -o p e r a t iv e  have made three marketing t r ip s  to  Bombay. On 
the f i r s t  two t r ip s  they v i s i t e d  se v e r a l  shops in c lu d in g  the 
Central Cottage In d u s tr ie s  Commission showroom where they 
were to ld  that a l l  purchasing was handled through the Delhi  
o f f i c e .  On the l a s t  occasion  they went in  response to a 
l e t t e r  seem ingly  asking them to produce 400 kurta but came 
back w ith  j u s t  two sample patterns  to  copy. The d i f f i c u l t y  
l i e s  in  the fa c t  that they know where the market i s  but not 
how to p en e tra te  i t .

The c i ty -b a s e d  NGO's e f f o r t s  in t h i s  area have met with a 
mixed resp o n se .  One idea  -  for  combining handloom and 
embroidery production to  manufacture bed covers -  f a i l e d  and 
not one was s o l d .  The looms a v a i la b le  could not weave a 
p iece  of  c lo th  wide enough for t h i s  so i t  was decided that  
the two h a lv es  should be woven sep a ra te ly  and then , a f t e r  
embroidery, jo in ed  in  the middle. The r e s u l t  was a bed 
cover c o n s i s t in g  of  two p ie c e s  lo o s e ly  jo in ed  in  the middle  
with no p a ttern  alignment on e i t h e r  s id e  of the j o i n .  This 
attempted innovation  on behalf  o f  the NGO undertaken at no 
c o s t  to the c o -o p era t iv e  had a detr im ental e f f e c t  on th e ir  
r e la t io n s h ip  as i t  reduced the c o -o p e r a t iv e 's  confidence In 
the marketing a b i l i t y  of the NGO.
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However, as w ell  as marketing s k i l l s ,  money has to be 
a v a i la b le .  For goods such as these something l i k e  30 to  40 
percent o f  the t o t a l  cost  would have to be devoted to 
promotional and marketing a c t i v i t i e s .  This would mean, on a 
suggested maximum turnover of 36,000 rupees,  an amount 
somewhere in the region of 10,800 to lA.AOO rupees, so extra  
c a p i t a l  would have to be generated to enable t h i s .  More 
r e a l i s t i c  co s t in g  could c e r ta in ly  achieve t h i s ,  p a r t ic u la r ly  
i f  the current market price were taken in to  c o n s id e r a t io n .

The v i l l a g e r s  under-price th e ir  goods and the w h o le sa le r s ,  
r e t a i l e r s  and consumers expect v i l l a g e  products to  be cheap 
even when the q u a l ity  i s  h igh . When the marketing i s  taken 
out of the hands of the v i l l a g e r s ,  p r ic e s  in c r e a se  quite  
d ra m a t ica l ly .  The Central Cottage In d u s tr ie s  Commission 
marks up by 100 percent. A fash ion  shop which for  a short 
time marketed village-m ade kurta a ls o  increased  p r ic e s  by a 
s im ila r  amount. So there must be scope for the v i l l a g e r s  to 
Increase  th e ir  pr ices  i f  the o u t le t s  are found. Further,  
judging by the sort of mark-ups the r e t a i l e r s  are making, i t  
i s  u n l ik e ly  that the 20 percent to 25 percent r i s e  in  pr ices  
that would be necessary to generate  the funds the 
c o -o p e r a t iv e  needs to develop a more appropriate  marketing 
s tr a te g y  would adversely  a f f e c t  th e ir  marketing p o t e n t i a l .  
The co -o p era t iv e  needs to have s u f f i c i e n t  knowledge of 
c o s t in g  and marketing to enable them to implement a s u i ta b le  
p r ic in g  s t r a te g y ,  and a lso  to draw up a budget. I t  i s  
b e l iev ed  that appropriate t r a in in g  could overcome these  
problems.

SUMMARY AND IMPLICATIONS

So far  there  i s  a v i l l a g e  which i s  in  need o f work where 
there  appears to be no p o l i t i c a l  o p p o s it io n  to  the 
c o -o p e r a t iv e .  There i s  a fam ily which has s u c c e s s f u l ly  
tra ined  and maintained a production u n i t ,  whether as p r iv a te  
b u sin ess  or co -o p era t iv e ,  for  a number of y e a r s .  There i s  
an NGO which has been try in g  to  use co -o p era t iv e  development 
as a to o l  for f ig h t in g  poverty but in  t h i s  case has not
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succeeded in  reaching i t s  ta r g e t  group. There are  
inadequacies in both c o s t in g  and marketing which se v ere ly  
hinder the development of the c o -o p e r a t iv e  in  i t s  present  
form-

Where does t h i s  leave  the poor? Also  where does i t  leave
the co -op erative?  The answer fo r  the poor, of course , i s  
nowhere. They w i l l  not and, u n le s s  production becomes
reg u la r ised ,  cannot p a r t ic ip a t e :  they need a regular income 
and t h i s  i s  not a v a i la b le  through embroidery. Furthermore, 
because the co -o p era t iv e  has not y e t  operated on a sound 
b asis  there i s  no opportunity  to  a s s e s s  whether or not they  
could p a r t ic ip a t e  under improved c ircum stances .  In f a c t ,  
even i f  regu lar  production did take p lace  i t  i s  u n l ik e ly  
th a t ,  a t  t h i s  l a t e  s t a g e ,  they would f e e l  the r i s k  of  
p a r t ic ip a t io n  to be worth w h i le .

Having f a i l e d  to reach the poor what i s  the future o f  the 
co -o p era t iv e  as part of the NGO programme? I t  s t i l l
re c e iv es  help  from the NGO. They continued to pay the wages 
and expenses o f  the v i l l a g e  management, o c c a s io n a l ly  f inance  
attempts to  develop new p ro d u cts ,  g iv e  bridging loans to  
cover the c o s t s  of raw m a te r ia ls  when the l ik e l ih o o d  of  
s a le s  i s  high and a l s o  provide a va luab le  source of  
information fo r  the c o -o p e r a t iv e ,  p a r t ic u la r ly  in r e la t io n  
to  government tr a in in g  and promotional schemes. In 
consequence of t h i s  the NGO e x p e c ts  to have some con tro l  
over the management, not as a means of promoting  
development, but to  ensure that  no corrupt p r a c t ic e s  are 
introduced. However, the con n ection  between co -o p era t iv e  
and NGO, which under p resen t  c ircum stances i s  a l l  that
maintains economic v i a b i l i t y  for  the c o -o p e r a t iv e ,  looks  as 
though i t  w i l l  continue but as a means of preventing  
c o l la p se  rather  than to develop p o t e n t i a l .

The c o -o p e r a t iv e  cannot in c r e a se  production because, without  
marketing s k i l l s ,  i t  i s  not ab le  to  secure  orders .  The poor 
w i l l  not p a r t i c ip a t e  because there i s  l i t t l e  chance of them 
securing  a regular  income.
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role of marketing co- operatives in  rural DEVELOPMENT: AN
INDIAN SCENE

by B.B. Goel *

There i s  growing ev idence that members of the rural poor 
have been in crea s in g  in  most of the developing cou n tr ies  
( 1 ) .  While a host o f  measures, s p e c i f i c a l l y  designed to  
help th e ir  l o t ,  have been i n i t i a t e d ,  the r e l e n t l e s s  process  
that produces poverty  appears to have been continued  
unabated ( 2 ) .  An l .L .O .  document c le a r ly  demonstrates that  
poverty i s  not going away. On an average, 40 percent of  
rural people l i v e  below the poverty l i n e ;  that i s ,  they earn  
an income l e s s  than s u f f i c i e n t  to supply th e ir  b a s ic  needs 
of food, h e a lth ,  water, housing and education . Behind th ese  
stark  f a c t s ,  there  i s  a mass of people condemned to  hunger, 
m alnutr it ion  and ignorance ( 3 ) .  The e ra d ica t io n  of  poverty  
cannot be brought about by a s in g le  so lu t io n ;  i t  req u ires  a 
complex s e r i e s  of in te r lo c k in g  p o l i c i e s .

In order to improve the lo t  of the rural poor, our planners  
and policy-m akers launched seven f iv e  year p la n s .  These 
plans are the blue p r in ts  of our nation a l e f f o r t  for  an 
o v e r a l l  development of the country. The f i r s t  plan accorded  
p r io r i t y  to  r a i s in g  the n a t ion a l income and ensuring a 
steady improvement in  the l i v i n g  standards. The second plan  
aimed a t  ach iev in g  a s o c i a l i s t i c  pattern  of s o c i e t y .  
S e l f - s u s ta in e d  growth was the major o b je c t iv e  of the th ird  
p lan . In the fourth  plan, the concept of e q u a l i ty  and 
so c ia l  j u s t i c e  was to  be promoted. S e l f - r e l i a n c e  was to  be 
a t ta in e d  in  the f i f t h  plan. The removal of poverty was 
recognised  as the top p r io r i t y  in  the s ix th  p lan .  The 
l a t e s t  plan g iv e s  i t s  concerted a tten t io n  to food, work and 
p r o d u c t iv i ty .

Panjab U n iv e r s i ty ,  Chandigarh
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During the planned period , about 33 d i f f e r e n t  programmes 
have been undertaken, a chronolog ica l  account o f  which i s  
given  in Table 1. In the f i f t i e s ,  the community development 
programme and n a t io n a l  ex tension  s e r v ic e s  took, the lea d .  
The programmes were not s u c c e s s fu l  because o f  th e ir  
haphazard lo c a t io n  ( 4 ) .  Their fa i lu r e  led  to the s e t t i n g  up 
of the Panchayati Raj I n s t i t u t io n s  to ensure popular  
p a r t ic ip a t io n  in  the planning and implementation o f  var ious  
rural development programmes.

During the s i x t i e s ,  various package programmes were 
in s t i t u t e d  to  improve p r o d u c t iv i ty .  These too did not  
achieve  the d es ired  o b j e c t iv e s ,  owing to  the  problems of 
i n t e r -  and in tr a -r e g io n a l  in e q u a l i t i e s  o f  income and because  
they succeeded in  he lp ing  mainly the a lread y  la rg e  and 
p r o g r e ss iv e  farmers.

During the s e v e n t i e s ,  the approach s h i f t e d  to ta rg e t  groups 
among the weaker s e c t io n .  But again haphazard and I so la te d  
s e c to r a l  programmes f a i l e d  to  so lv e  the problems of poverty ,  
unemployment and under-employment in  rura l  a r e a s .  The 
ac tu a l  b e n e f i t s  from these programmes p erco la ted  to hardly  
ten  percent o f  the ta rg et  group.

A new s tr a te g y  of In tegrated  Rural Development (IRDP) was 
introduced in  1976. The IRDP approach i s  not a package  
d e a l ,  but a combination of the re levan t  a c t i v i t i e s  su ite d  to  
the l o c a l  s i t u a t io n  and p r i o r i t i e s  ( 5 ) .  "It  stands for  the 
development of the rural s o c ie t y  in a l l  i t s  f a c e t s  -  s o c i a l ,
economic, i n s t i t u t i o n a l ,  and a d m in is tra t iv e  .......... for
' in te g r a te d ,  performance and accomplishment o f  a l l  the  
o b je c t iv e s  s t ip u la te d '"  ( 6 ) .  This programme has the motto 
of minimum s t a t e  In ter feren ce ,  mass p a r t i c ip a t io n ,  
s e l f - r e l i a n c e ,  poo lin g  of resources and s e r v ic e  to the  
people ( 7 ) .  Today, almost a l l  the s t a t e  government 
departments (A g r icu ltu re ,  Animal Husbandry, Co-operation,  
S o c ia l  Welfare e t c . )  are making a l l - o u t  e f f o r t s  for  the  
su ccess  of rural development.
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Rural Development Programme -  A Chronological Account
Year

1. Community Development Programme 1952
2. N ational Extension Scheme 1953
3. Khadl and V i l la g e  In d u s tr ie s  Scheme 1957
4. Multipurpose T riba l Development Block. 1959
5. Package Programme 1960
6. In te n s iv e  A g r icu ltu ra l  D i s t r i c t  Development

Programme 1960
7. Applied N u tr it io n  Programme 1962
8. In ten s iv e  A g r icu ltu ra l Area Development

Programme 1964
9 . High Y ield ing  V ariety  Programme 1966

10. Farmer's Training Education 1966
11.  Well Construction Programme 1966
12. Rural Work Programme 1967
13. Tribal Development Block 1968
lA. Rural Manpower Programme 1969
15.  Composite Programme fo r  Women and Pre-school

going Children 1969
16.  Drought Prone Area Programme 1970
17. Crash Programme for Rural Employment 1971
18. Small Farmers' Development Agency 1971
19. T ribal Area Development Programme 1972
20. P i lo t  Project T ribal Development 1972
21.  P i l o t  In ten s iv e  Rural Employment Programme 1972
22. Minimum Needs Programme 1972
23. Command Area Development Programme 1974
24. H i l l  Area Development Programme 1975
25. S p ec ia l  L ivestock  Production Programme 1975
26. Food for Work Programme 1977
27. Desert Development Programme 1977
28. Whole V il la g e  Development Programme 1979
29. Training Rural Youth fo r  Self-employment 1979
30. In tegrated  Rural Development Programme 1979
31. N ational Rural Employment Programme 1980
32. Rural Landless Employment Guarantee Scheme 1981
33. Development of  Women and Children in Rural

Areas 1983

T a b l e  1
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I t  Is however from 1980 onwards th a t ,  u n l ik e  the previous 
years ,  where m ulti-agency  approach was adopted fo r  the 
success  of rural development, a s i n g l e  agency approach ig 
envisaged. This has led to the merger of  a host o f  e x is t in g  
agencies in to  one s in g le  agency at the d i s t r i c t  l e v e l ,  known 
as the D i s t r i c t  Rural Development Agency (DRDA).

Rural Development and I n s t i t u t i o n a l  Network

There i s  no ga insay ing  that the su cess  or f a i l u r e  of any 
rural development programme la r g e ly  depends upon the act ive  
p a r t ic ip a t io n  of the rural poor, both in  policy-m aking and 
In decis ion-m aking . "Rural development s t r a t e g i e s  can 
r e a l i s e  th e ir  f u l l  p o te n t ia l  only through the m otivation,  
a c t iv e  involvement and o rgan isa t ion  at the g r a s s - r o o t s  le v e l  
of rural people in  con cep tu a l is in g  and d e s ig n in g  p o l i c i e s  
and programmes" ( 8 ) .

In s p i t e  of  the im perative need for p a r t i c i p a t i o n ,  l i t t l e  
progress has been made in  th is  d i r e c t io n  in  the Third 
World. "Authentic popular p a r t ic ip a t io n  seldom occurs" 
( 9 ) .

The i n s t i t u t i o n a l  network for the g r a s s - r o o t s  a s so c ia t io n  
o f  rural people comprises:

a) an a d m in i s t r a t iv e , channel i . e .  v i l l a g e  patwari * 
and v i l l a g e - l e v e l  worker;

b) voluntary  a gen c ies ;

c) p a r t ic ip a to r y  o r g a n isa t io n s  which in c lu d e  both 
panchayats ** and c o -o p e r a t iv e s .

Of these  i t  i s  the c o -o p e r a t iv e s  -  the p eop le 's  
d e c e n tr a l ise d  and p a r t ic ip a t iv e  i n s t i t u t i o n s  -  which have 
played a key r o le  in  a c c e le r a t in g  the ra te  of  rural 
development.

* "accountant"
** v i l l a g e  council
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They have been organised at a l l  l e v e l s  in d iverse  areas such 
as c r e d i t ,  marketing, d i s t r i b u t i o n ,  d a iry ,  in d u stry ,  sugar,  
handlooms, labour, housing, p o u l tr y ,  f i s h e r y  e t c .  Some have 
le n t  a big  hand in  the su ccess  of the Green R evolution , the  
White R evolution , the Sugar R ev o lu t io n ,  consumer p ro tec t io n  
and a chain o f agro-based p r o cess in g  u n its  l i k e  sugar 
complexes, f e r t i l i z e r  p lan ts  e t c .  ( 1 0 ) .

The present paper makes an attempt to h ig h l ig h t  the r o le  of 
marketing co -o p era t iv es  in rura l  development in  Ind ia .

Marketing co -o p era t iv es  c o n s t i t u t e  the nucleus around which 
most o f  the other c o -o p e r a t iv e s  r e v o lv e .  They provide not 
only  an a l t e r n a t iv e  to  the t r a d i t i o n a l  market mechanism but 
a ls o  the f a c i l i t i e s  fo r  producers to  market th e ir  produce to  
best  advantage, and on b u s in ess  p r i n c i p l e s .  They a lso  
in te g r a te  the b a s ic  s tr u c tu r e  of  co -o p era t iv e  c r e d i t  and 
provide an in - b u i l t  mechanism for  the recovery of lo a n s .  
Success or f a i lu r e  of consumer c o -o p e r a t iv e s  depends upon 
th e ir  v e r t i c a l  and h o r izo n ta l  c o l la b o r a t io n  with marketing  
c o -o p e r a t iv e s  for  the network of co -o p era t iv e  process in g  
b u i l t  up as an adjunct to marketing co -o p era t iv es  ensures  
economic b e n e f i t s  both to  growers and consumers. The 
progress  of comprehensive rura l  development i s  p o s s ib le  only  
i f  there  are c lo se  l in k s  between marketing c o -o p e r a t iv e s  and 
other in fr a - s t r u c tu r e s  a v a i la b le .

C o-operative  marketing has the  fo l lo w in g  f o u r - t i e r  
a d m in is tr a t iv e  h ierarchy:

Nos.
National A gricu ltu ra l
C o-operative Marketing
Federation (NAKED) n a t io n a l  l e v e l  1

Apex fed era t io n s  s t a t e  l e v e l  29

D is t r i c t / r e g i o n a l  s o c i e t i e s  d i s t r i c t / r e g i o n a l
l e v e l  171

Primary marketing s o c i e t i e s  primary l e v e l  3 ,632

2 3 1



Q u a n t i ta t iv e ly ,  c o -o p e r a t iv e s  In India  have emerged as the 
la r g e s t  In the world. There are 2 .88  lakh * co -o p e r a t iv e s  
having 11.5 crore ** members. These have d isbursed R s.2 ,900
crore of a g r ic u l tu r a l  c r e d i t  during 1983 -1984 as compared
to  merely Rs.214 crore  in 1960-1961 and account for  more 
than 40 percent of  c r e d it  requirements. The value of 
a g r ic u ltu r a l  produce marketed has w itnessed  an Increase  from 
R s.l69  crore to over R s .2 ,400  crore .  There are 2,352  
organised c o -o p e r a t iv e  a g r ic u l tu r a l  p ro cess in g  u n its  out of 
which 1,929 have been i n s t a l l e d .  Co-operatives  have handled 
44 percent of the t o t a l  f e r t i l i z e r  consumption and account 
for  55 percent of  the sugarcane m arketed/processed in  the 
country. These have a l s o  marketed about 25 percent of 
cotton  production, 28 percent of  wheat procurement and 24 
percent of paddy in  the country.

There are 18 n a t i o n a l - l e v e l  apex bodies in  the  s e c to r a l  
f i e l d s .  The s e t t i n g  up of  NABARD in 1982 fo r  a g r ic u ltu r e  
and rural development has made a new landmark in
c o -o p era t iv e  s t r u c tu r e .

The above f ig u r e s  r e v e a l  q u ite  a rosy p ic tu r e  of
co -o p era t iv e s  expansion . This i s  however, only one s id e  of 
the p ic tu r e .  Let us a l s o  look in to  the var ious  fundamental 
i s s u e s  with which th ese  o rg a n isa t io n s  are cu rren t ly  
confronted so that during the seventh plan p er io d ,  schemes 
are so evolved as to co n tr ib u te  to the development of  the 
rural poor.

Business Turn-over

The su ccess  o f  an o r g a n isa t io n  la r g e ly  depends on i t s  base

C o n t r i b u t i o n  o f  C o - o p e r a t i v e s  t o  A g r i c u l t u r a l  D e v e lo p m e n t

* lakh = 100,000
** crore= 100 lakhs

(10 m i l l io n )
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which has to  be very s tr o n g ,  s tu rd y ,  e f f e c t i v e  and 
e f f i c i e n t .  The case of  the marketing co -o p e r a t iv e s  i s  
however the re v e r se .  The s ix t h  plan document observed that  
in s p i t e  o f  v igorous e f f o r t s  of  government, the primary 
s o c i e t i e s  on which the c o -o p era t iv e  e d i f i c e  stands are s t i l l  
weak, dormant and n on-v iab le  (1 1 ) .  The l a t e s t  n a t io n a l  
survey on primary co -o p era t iv e  marketing s o c i e t i e s  conducted 
by NAFED r e v e a ls  that about one th ird  o f  primary s o c i e t i e s  
were not doing any business  in marketing; 14 percent were 
doing l e s s  than R s . l  lakh b u s in e s s ,  another 14 percent did  
business  of R s . l  to  5 lakhs; 9 percent of  the s o c i e t i e s  did  
business  o f  Rs.5  to  10 lakhs; 10 percent of s o c i e t i e s  did  
business  of  Rs.lO to  20 la k h s ,  and only  15 percent above 
Rs.30 lakhs ( 1 2 ) .

In the Northern Zone which i s  considered  to  be the wheat and 
r ic e  bowl of Ind ia , the p o s i t io n  i s  not hearten ing  as i s  
c lea r  from Table 2.

Table 2

L evel o f  business  undertaken by Primary S o c ie t i e s

S ta te  Total Socs. not Less than Rs.5 to  Rs.lO
No. o f  doing any Rs.5 lakhs Rs.lO & above
Socs. business lakhs lakhs

Haryana 75 1 5 1 68

H.P. 40 22 11 4 3

J & K 82 55 10 9 8

Punj ab 129 17 27 22 63

U.P. 264 31 76 55 102

The data r e v e a ls  that 67 percent and 55 percent o f  s o c i e t i e s  
in  J & K and H.P. r e s p e c t iv e ly  are not doing any business
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in  marketing a g r ic u l t u r a l  produce; (a marketing s o c ie t y  to 
be v ia b le  needs to  ensure a minimum turnover of  about Rs.50  
lakhs per annum).

I t  I s ,  th e r e fo r e ,  suggested  that during the seventh plan, 
dormant and weak s o c i e t i e s  should be l iq u id a te d  and 
s o c i e t i e s  merged In those cases  where there  I s  some 
p o te n t ia l  for  r e v i t a l i s a t i o n .

Uneven Growth

C o-operatives  have developed unevenly which has led  to 
reg ion a l imbalances and f r i c t i o n  among the mem ber-states. 
Though 45 percent of  rural fa m il ie s  are w ith in  the  
c o -o p era t iv e  f o l d ,  the weakest se c t io n s  of s o c i e t y  are s t i l l  
not adequately represented  in the membership r o l l .  
S im ila r ly ,  as in  o th er  s e c t o r s ,  the in t e r - s t a t e  d i s p a r i ty  i s  
wide in  the case of  co -o p era t iv e  marketing. Six s t a t e s  
account fo r  n ear ly  81 percent of the t o t a l  marketing and 
more than 60 percent of the t o t a l  value o f  a g r ic u ltu r a l  
produce marketed by c o -o p e r a t iv e s  i s  accounted for by sugar 
and c o t to n .  These geographical Imbalances and
inter-commodity d i s p a r i t i e s  during the seventh plan need to 
be evened out w ith  the a s s i s ta n c e  of cen tra l  government 
which would f o s t e r  n a t io n a l  in te g r a t io n .

F in an c ia l  Dependence

C o-operatives  must be f in a n c ia l ly  independent. The Indian  
Government however favours the idea of s t a t e  partnership  
based on the b e l i e f  that  the s t a t e ' s  a s s i s ta n c e  would not be 
required in  the yea rs  ahead with the steady  growth of 
c o -o p e r a t iv e s .

Over the y e a r s ,  c o -o p e r a t iv e s  have shown a tendency to 
over-depend on the s t a t e .  I t  i s  now g e n e r a l ly  held that  
c o -o p e r a t iv e s  are a way of g e t t in g  easy f in an ce  from the 
Government. The words "grants, loans , subsidy" have changed 
in t e r m it t e n t ly  with " s e l f  h e lp ,  mutual h e lp ,  j o i n t  act ion" .  
This fa c t  i s  confirmed i f  one looks at the s t a t e s
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Government’s con tr ib u tion  to  the share c a p i t a l  o f  apex 
federations. Table 3 a p p l ie s  to  the northern zone.

Table 3

The S t a t e ' s  Contribution In Share Capita l o f  Apex 
F ederations  

(Rs. in  lakhs)

S ta te S t a t e ' s
share

Total share 
c a p i ta l

% of  
Government 

share

Haryana 944 1,067 94

H.P. 161 163 99

J & K 50 52 97

Punj ab 1,074 1,134 95

U.P. 500 522 96

The above p ic tu re  holds good in  resp ect  of  other apex 
f e d e r a t io n s  in  the country except in  Gujarat, where i t  Is  as 
low as 43 p ercen t .

Since share c a p i ta l  does not f a l l  under the management of 
c o -o p e r a t iv e s ,  t h i s  i s  one o f  the p o s s ib le  reasons that  
c o -o p e r a t iv e s  are not rendering goods and s e r v ic e s  as 
expected from them. I t  Is  th ere fo re  suggested  that in  the  
seventh  p lan , schemes should be evolved which can help  
stren gth en  the f in a n c ia l  s tru c tu re  of  c o -o p e r a t iv e s  and 
l e s s e n  th e ir  dependence on the s t a t e ' s  benevolence. For 
t h i s ,  i t  should be incumbent upon a l l  the s o c i e t i e s  in  the  
s t a t e  to  become members of  the apex fe d e r a t io n  and 
co n tr ib u te  towards i t s  share c a p i t a l .  The personnel working 
in  c o -o p e r a t iv e s  should a ls o  be in cu lca ted  in the hab it  o f  
t h r i f t  by purchasing shares and -  thereby becoming equal  
partners  in  the su ccess  or f a i lu r e  of  the o r g a n is a t io n s .

235



Losses In C o-operatives

Though co -o p e r a t iv e s  are expected to  fu n c t io n  l ik e  a 
commercial o r g a n isa t io n ,  they cannot maximise p r o f i t s  nor 
can they afford to incur l o s s e s .  In other words, p r o f i t  is  
not the ya rd st ick  fo r  measuring e f f i c i e n c y  and achievement  
but the p r o f i t  motive i s  not fore ign  to them. By earning a 
surplus the c o -o p e r a t iv e  can both have i t s  cake and ea t  i t .  
The aim of c o -o p e r a t iv e s  therefore  should be to render 
s e r v ic e s  or produce s p e c i f i c  products at a p a r t ic u la r  time,  
c o s t ,  and p r ice  which w i l l  not only ensure marginal p r o f i t ,  
but a ls o  the b e n e f i t  and goodw ill  of the members, c l i e n t s ,  
and public  in  g en era l .

On examining the p r o f i t / l o s s  accounts of apex fe d e r a t io n s  In 
general and that  o f  the northern zone in  p a r t ic u la r ,  one 
f in d s  that the apex fed era t io n s  have incurred huge 
accumulated l o s s e s  over the years as i s  c le a r  from Table 4.

Table 4

(Rs. in  lakhs)

State 1980-81 1981-82 1982-83

Haryana - - 264

H.P. 12 3 -

J & K - - -

Punj ab 1,726 2,722 Not a v a i la b le

U.P. - - Not a v a i la b le

Markfed, c la im ing to  A s ia 's  b iggest  c o -o p e r a t iv e ,  has 
incurred lo s s e s  of  Rs. 2,722 lakhs, an amount that has 
exceeded i t s  t o t a l  owned funds of Rs. 2 ,475 la k h s .  In such
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an alarming s i t u a t i o n ,  m em ber-socleties  admitted that they  
did not hope to  get  even th e ir  o r ig in a l  share money back 
from the f e d e r a t io n .

In order to improve the f in a n c ia l  management of the apex 
f e d e r a t io n ,  the Government may come forward with p o l i c i e s  in  
the seventh  plan to ensure s t r i c t  adherence to the p r in c ip le  
o f  q u a l i t y  s e r v ic e ,  high c o s t  co n sc io u sn ess ,  a g g r e s s iv e n e ss  
in  bu s in ess  promotion, market o r ie n t a t io n ,  high o p eration a l  
autonomy, self-managed ta r g e t  budgeting, and commercial 
p r o f i t a b i l i t y  to earn some surp lus  to plough back.

Competition from Public  Sector  Agencies

Of l a t e ,  the Government has s e t  up a large  number of pub lic  
se c to r  a g en c ies  l i k e  FCI, CCI, JCI, Agro In d u str ie s  
Corporation, C iv i l  Supplies  Corporation e t c . ,  under the 
m ulti-agency  approach. These o rg a n isa t io n s  are expected to  
play  a supplementary and complementary r o le  to  
c o - o p e r a t iv e s .  But in  p r a c t i c e ,  i t  has been observed that  
th ese  o r g a n isa t io n s  have stood in the way of the hea lth y  
growth of marketing c o - o p e r a t iv e s .  The l a t e s t  r o le  of FCI 
in  the  s t a t e s  of Punjab and Haryana with regard to 
procurement o f  paddy i s  an example. Means of f o s t e r in g  
g rea ter  b u s in ess  harmony and c o -o rd in a t io n  between the two 
a g e n c ie s  i s  e s s e n t i a l .

P o l i t i c i s a t i o n  of the Movement

Marketing c o -o p e r a t iv e s  l i k e  other  co -o p e r a t iv e s  are not 
f r e e  from the c lu tc h e s  o f  s t a t e / o f f i c i a l s .  The s t a t e ,  in  
the garb of "partner", u n i l a t e r a l l y  d ec ides  the fu ture  plans  
of  a c t io n  o f  th ese  o r g a n is a t io n s .  There i s  th ere fo re  no 
p o s s i b i l i t y  for  them to  become s e l f - s u f f i c i e n t ,  
se l f -d e p e n d e n t ,  and s e l f - r e g u l a t o r y .  Moreover, the
p r in c ip le s  o f  democratic co n tro l  and p o l i t i c a l  n e u t r a l i t y  
are being ignored and c o -o p e r a t iv e s  are being considered as 
the cen tre  of  p o l i t i c s .  The sugar and cotton  growers' lobby 
in  the s t a t e s  of Maharashtra and Gujarat i s  one of  the
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s t r ik in g  examples. In f a c t ,  the fa t e  of  c o -o p e r a t iv e s  much 
depends upon the changes in the p o l i t i c a l  se t -u p  o f  the 
country. For in s ta n c e ,  with the changes both at the centre  
and in  the s t a t e s  in  1977 and 1980, there  was an era of 
suppression of e l e c t e d  boards r ight from the prim aries to  
apex fed era t io n s  in  most of the s t a t e s .  Even today,  
marketing c o -o p e r a t iv e s  in almost a l l  the s t a t e s  of the 
northern zone have been denied the freedom to  fu n c t io n  in  an 
environment conducive to democratic management. Such a step  
has shaken the f a i t h  of people in  c o -o p e r a t iv e s  as an 
instrument of  secu r in g  economic and s o c i a l  j u s t i c e .

I t  i s  hoped that our energetic  Prime M in is ter  who i s  very 
much concerned w ith  the democratic fu n c t io n in g  of the 
i n s t i t u t i o n s  would g iv e  a s p e c ia l  thought during the seventh  
plan period to  c o -o p e r a t iv e s  so that they can be saved from 
further  p o l i t i c i s a t i o n  and degeneration.

Outmoded Business Techniques

I t  has been observed that marketing c o -o p e r a t iv e s  confine  
th e ir  business  o p era t ion s  to an agency b a s i s .  They only  get  
a nominal percentage of commission which i s  not s u f f i c i e n t  
for  th e ir  economic v i a b i l i t y .  In f a c t ,  co -o p e r a t iv e s  
g en era l ly  avoid marketing a g r ic u ltu r a l  produce to accord  
with changing market co n d it io n s .  Various committees have 
s tr e s se d  the need to  market produce d i r e c t l y  or on a j o in t  
venture b a s is :  to  be e f f e c t i v e  in the market, c o -o p e r a t iv e s  
have to assume th a t  ro le  of main traders in  the market by 
undertaking o u tr ig h t  purchase and the s a le  o f  a g r ic u l tu r a l  
produce.

The p o s i t io n  of  marketing on an agency and d ir e c t  b a s is  in  
the northern zone i s  not encouraging as i s  c l e a r  from Table
5.
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T a b l e  5

Marketing of produce by Apex Federation (1982-83)  
(Rs. in lakhs)

S tate  Agency D irect  Total
b a s is  basis

Haryana 6,974 1,468 8,442

H.P. -  220 220

J & K -  915 915

Punjab 17,279 1,450 18,729

U.P. break-down not a v a i la b le  9,643

The data shows that a share of d ir e c t  business  in the s ta te s  
of Punjab and Haryana has been q u ite  n e g l ig ib l e  i . e .  8 
percent and 17 percent r e s p e c t i v e l y .  I t  a l s o  in d ic a te s  that  
apex fed era t io n s  are dependent on s t a t e  patronage when 
d ea lin g  with wheat, c o t to n ,  paddy e t c .  So that i f  the s t a t e  
Government decided to  take away procurement work from the 
apex f e d e r a t io n s ,  th ese  would be doomed.

I t  I s  th ere fore  suggested  that in the seventh p lan , the 
Government should provide a scheme in which i t  would be 
incumbent upon the apex fed era t io n s  to market a f ixed  
percentage of a g r ic u l tu r a l  produce on a d i r e c t / j o i n t  venture  
b a s i s .  At the same tim e, a p r ice  f lu c tu a t io n  fund on a 
permanent b a s is  could a l s o  be s e t  up to impart s t a b i l i t y  to  
a g r ic u l tu r a l  markets.

In ad d it io n  to some o f  the I s su es  raised  above, there  are 
many more other areas which deserve the a t te n t io n  o f  our 
p o l i t i c a l  ex e c u t iv e s  and a d m in is tra to rs .  These i s s u e s  can 
be examined in an in te n s iv e  manner i f  need-based research  
s tu d ie s  on various f a c e t s  o f  marketing co -o p e r a t iv e s  are 
conducted and th e ir  fo llow -up  ensured.

239



1. I .L .O . Poverty and Landlessness In Rural Areas, 
Geneva, 1977. p . l .

2 .  A lan glr ,  M. "Poverty, I n te g r i ty  and Development, 
Strategy  in  the Third World" in I .L .O . , Poverty and 
Landless in  Rural A s ia . Dacca: Bangladesh I n s t i t u t e  of  
Development S tu d ie s .  1976.

3. I .L .O . P r o f i l e s  o f  Rural P overty . Geneva. 1979. p . 6.

4 .  Sen, L.K. In tegra ted  Area Planning Concepts and
Methods. D e lh i ,  Training D iv is io n ,  Department of 

P ersonnel,  Cabinet S ec to r .  1972. p . 10.

5 .  Singh, H. Rural Development in  In d ia .  Jaipur,  
P r in tw e ll  P u b l i s h e r s .  1985. p . 13.

6 .  Chaturvedi, T.N. "Rural Development, the E lusive  
Horizons" in  A dm in istrative  Change, VI. Ju ly  1978 -  
June 1979. p . 218.

7 . Goel, B.B. "Rural Development and Rural 
I n d u s t r ia l i s a t io n "  in  Singh, H. ( e d . )  Rural Development 
in  I n d ia . J a ip u r .  P r in tw e ll  P u b l ish e r s .  1985. p . 206.

8 .  I .L .O . Approaches to  P a r t ic ip a t io n  in  Rural 
Development. Geneva, 1985. p . 63.

9 .  Pearse , A . ,  & S t l e f e l ,  M. Inquiry in to  P a r t ic ip a t io n :  
A Research Approach. Geneva, UNRISD. 1979. p.A.

10. Goel, B .B. "Role of C o-operatives  in  Youth 
Development", in  I .C .A . Regional B u l l e t i n . Vol. 25, 
No. 2 -3 .  A p r i l -J u ly  1985, D e lh i .  P . 10.

11. GOI. S ix th  F ive Year Plan 1980-85. Planning  
Commission, D e lh i ,  p . 179.

12. NAFED. N ational Survey on C o-operative  Primary 
Marketing S o c i e t i e s . 1983.

REFERENCES

240



THE ROLE OF EFFICIENT TRANSPORT IN DEVELOPMENT 

by E .S . Mfangavo *

An e f f i c i e n t  transport system plays  a v i t a l  r o le  in the 
development of an economy l i k e  Tanzania. This paper reviews  
the whole question  and, by drawing on examples from 
Tanzania, d is c u s s e s  how t h i s  can be atta ined  without  
n e c e s s a r i ly  in v e s t in g  much in  new v e h i c l e s .  I t  concentrates  
on road transport s in c e  ra ilw ays and water are not w idely  
used in  Tanzania.

C h a r a c te r is t ic s  of  an E f f i c i e n t  System

The e f f i c i e n c y  of a transport system can be measured by many 
v a r ia b le s .  For th is  a r t i c l e ,  i t  i s  defined as having the 
fo l lo w in g  c h a r a c t e r i s t i c s :

A v a i l a b i l i t y .  Transport should be a v a i la b le  when 
i t  i s  required .

R e l i a b i l i t y .  Even i f  f l e e t s  are large  or c o n s is t  
of new l o r r i e s ,  u n le ss  they reach the d e s t in a t io n  
as scheduled, they are o f  l i t t l e  use .

-  Speed. This i s  e s s e n t i a l  for tran sp ortin g
p er ish ab le  crops to  avoid s p o i l in g  them and to  
avert the consequent l o s s  in revenue.

F l e x i b i l i t y .  V e h ic le s  should be able to transport  
d i f f e r e n t  types of  produce ( e . g .  crops and 
l i v e s t o c k ) ,  as w e l l  as p eo p le ,  in  rural a rea s .  The 
s i z e  o f  v e h ic l e s  should a ls o  vary to ensure la rg e  
trucks are not u n d e r - u t i l i s e d  transporting  small  
lo a d s .

S a fe ty .  There have been cases  in Tanzania when
loads do not reach t h e ir  d e s t in a t io n :  e i th e r  the
load i s  robbed on the way or the driver disappears
with the load and the lo r r y .

* C o-operative  C o lleg e ,  Moshi, Tanzania
2A1



Advantages

The p r in c ip a l  advantages of an e f f i c i e n t  transport system 
are fourfo ld:

1. I t  opens the p o s s i b i l i t i e s  of  m arketing, by
l in k in g  areas of  production with areas of
consumption.

2 . I t  encourages s p e c i a l i s a t i o n .  A chagga in
Kilimanjaro w i l l  concentrate on banana production  
because he i s  sure of g e t t in g  maize in  S lng ida  and 
v ic e  v ersa .  When transport i s  r e l i a b l e ,  farmers 
are able to concentrate  on producing crops for 
which they have the best  advantage, and thereby  
in crease  output through s p e c i a l i s a t i o n .

3. I f  su p p lie s  can be made r e a d i ly  a v a i la b le ,  
e f f i c i e n t  transport reduces the need (and the 
a sso c ia te d  c o s t s )  of holding la r g e  s to c k s .  
S im ila r ly ,  supply and the price  o f  produce can be 
s t a b l i l i s e d  i f  goods can be moved q u ick ly  from 
surplus to  d e f i c i t  areas .

4 .  I f  large  loads are transported at one time, 
e f f i c i e n t  transport can a lso  reduce marketing  
c o s t s .  (Note that  transport c o s ts  tend to  form a 
high percentage of  t o t a l  marketing c o s t s ) .

Constraints

However, e f f i c i e n t  transport i s  not always a t t a in a b le ,  
e s p e c ia l ly  in  the environment o f  Tanzania. Transport  
arrangements are not made on time: a lack  of record s ,
l im ited  v e h ic l e s ,  as w e l l  as poor communication (between  
primary s o c i e t i e s  and the union, for in s ta n c e )  make i t  
d i f f i c u l t  for  v e h ic le s  to  be a v a i la b le  at the r ig h t  time and 
in  the number required . Farmers become d iscouraged ,  
p a r t ic u la r ly  when they do not have adequate s torage
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f a c i l i t i e s ,  and they may r eso r t  to  b lack market s e l l i n g  
through u n o f f i c i a l  ch an n els .  Delays in the c o l l e c t i o n  
process damage produce ( e . g .  i f  i t  has to be l e f t  in the  
open due to  shortage of  s to ra g e  f a c i l i t i e s ,  i t  may be 
sp o i le d  by rodents ,  ra in s  and wind) and reduce i t s  q u a l i ty .

The union or s o c ie t y  o f te n  h ir e s  p r iv a te  transporters  to 
c o l l e c t  produce from farmers, p a r t i c u la r ly  during the peak 
season . Rates are f ix e d  by Government so these  transporters  
tend to  n e g le c t  d i s ta n t  c o l l e c t i o n  p o i n t s / s o c i e t i e s  and 
concentrate  on those to which the roads are of reasonable  
q u a l i t y .  The system of payment to  tran sp orters  a l s o  
co n tr ib u tes  to delays and l o s s  of  produce. They are o ften  
not paid on time or they r e c e iv e  crossed  cheques which take 
time to  c l e a r .  They th e r e fo r e  p r e fe r  not to h ire  out th e ir  
v e h ic l e s  fo r  produce c o l l e c t i o n ,  and the whole burden for  
transport remains with c o -o p e r a t iv e  v e h ic le s  which are 
g e n e r a l ly  not s u f f i c i e n t  for  t h i s  ta s k .

Inadequate maintenance r e s u l t s  in  frequent breakdown of 
v e h i c l e s .  Lack of spare parts  i s  one reason. Another i s  
that the time i t  takes for  v e h ic l e s  to be repaired in a 
garage encourages tra n sp o r ters  to conduct cu ra tive  
maintenance ( i . e .  once they have broken down) rather than 
p rev en t iv e  maintenance (p e r io d ic  checks) or p r e d ic t iv e  
maintenance (a c t in g  once a f a u l t  i s  su sp e c te d ) .  The l a t t e r  
two are considered a luxury but they could save both time 
and money i f  p r a c t is e d .

Loading and unloading tim es are o f te n  e x c e s s iv e  and 
co n tr ib u te  to  delays through lack  o f  p u n c tu a l ity ,  low work 
l e v e l s  and poor handling equipment. I n e f f i c i e n c y  in  
transport  i s  a l s o  exp la ined  by poor transport records: i f
past records are not kept,  in form ation  i s  not a v a i la b le  for  
management to  make r e v i s io n s  and adjustments in p o l ic y .  
Consequently , most d e c is io n s  are based on in t u i t i o n .
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The recommendations g iven  here are those which can be met by 
co -o p era t iv e  unions or primary s o c i e t i e s ,  and can th e r e fo r e  
be r e a l i s e d  immediately.

1. Make b e t te r  use of e x i s t in g  transport by o b ta in in g  
return loads and thereby reducing tra n sp o r t  c o s t s  
c o n s id era b ly .

2. Use la r g e r  transport u n its  in  order to  a t ta in  
economies of s c a l e .

3 . Ensure proper packing of l o r r i e s  without  
over lo a d in g .  This would a l s o  Include p r o c e ss in g  
and grading f a c i l i t i e s .

4 .  E x erc ise  planned maintenance of v e h i c l e s .  P er io d ic  
checking of v e h ic le s  ( e . g .  once a week or month 
depending on volume of b u s in e s s ) ,  and road s ,  would 
be recommended.

5. Reduce load in g  and unloading times by e i t h e r  using  
equipment such as p a l l e t s ,  f o r k - l i f t s  e t c . ,  (not  
n e c e s s a r i ly  very expensive)  or ,  depending on the 
type of  produce, have l o r r i e s  that can be unloaded 
m echanica lly  by use of hydraulic  p r e s su r e .

6 .  Examine the p o s s i b i l i t i e s  for  in t e r - r e g io n a l
exchange of v e h ic l e s  where reg ions have a l t e r n a t iv e  
peak se a so n s .  I t  could a ls o  be p o s s ib l e  fo r  the 
C o-operative Union of Tanzania (CUT) to  serv e  as a 
c le a r in g  house for unions' v e h ic le s  that  are out of 
order: one union or s o c i e t y  could purchase a
w r i t t e n - o f f  lo rry  from another union to  use for  
spare p a r t s .  This e x e r c is e  could be c o s t - e f f e c t i v e  
and encourage lo c a l  c r e a t i v i t y .

Re co m m e n d a tion s
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7. Control s t a f f ,  p a r t ic u la r ly  d r iv e r s .
Suggestions range from an in c e n t iv e s  system making
d r iv ers  accountable in case of  l o s s  or damage, to
lea v in g  keys with two r esp o n s ib le  people at  e i th e r  
end of a journey for lock ing  and opening the lorry  
(exc lud ing  the d r iv e r ) .  A l t e r n a t iv e ly ,  the driver  
could be accompanied by two committee men -  but 
t h i s  assumes that three people cannot c o l lu d e .  A 
combination of these  su g g e s t io n s  could help  
a l l i e v i a t e  the problem of d ish on est  d r iv e r s .

8 .  Ensure t im ely  c o l l e c t i o n  of produce through
gather ing  information on produce (q u a n tity  and
harvest  time) and v e h ic le  a v a i l a b i l i t y .

Conclusion

For any economy, transport p lays a c e n tr a l  ro le  in
development. E f f i c i e n t  transport in Tanzania i s  required  
for co -o p e r a t iv e s  to make an e f f e c t i v e  co n tr ib u t io n  to
development. There i s  a l o t  of room for improvement w ith in  
the e x i s t i n g  ca p a c ity ,  and e f f o r t s  should be made to correct  
th is  before con sid er in g  the a c q u is i t io n  of new v e h i c l e s .
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The e f f e c t  of EEC reg u la t io n s  on marketing

co -op eratives  ................................................................. 1973
Producer groups in  the E E C ..................................... 1973
Measures for  developing marketing s tru c tu res

in  the EEC . . . . . . . .  1973
Grain handling co -o p era t iv es  in  Western

C a n a d a ..........................................................................1975
Primary co -o p era t iv es  in  Jamaica . . . .  1975
Lessons to be learned from the experience of the

U.K. milk marketing boards . . . .  1976
A gricu ltura l marketing co -o p era t iv es  in Norway 1976

M a r k e t i n g  c o n td
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The c o - o p e r a t i v e s  marketing of  carobs In Cyprus 1976
The marketing of  Guernsey's glasshouse-grown  

tomato crop see Hort ic ul t ure  
Market development In r e q u i s i t e  co-operat ion:

the  r o l e  of  members' buying r e l a t i o n s  • . 1978
Co-operat ive  marketing in Bangladesh . . . 1978
Success  in  h o r t i c u l t u r a l  marketing co-operat ion  

see  H or t ic ul tur e  
Forward planning in the supply and marketing 

of  c o - o p e r a t i v e s  in s i x  European countr ies  
se e  A g r i c u l t u r a l  Co-operation.  General  

In tegrated  h o r t i c u l t u r a l  . . .  marketing 
see  H o r t ic u l t u r e

The r o l e  of  co-operat ion  in a g r ic u l t u r a l  
and food marketing in:

U.K................................................................ 1980
D e n m a r k ..............................................1980
N e t h e r l a n d s .....................................1980
H u n g a r y ..............................................1980
N o r w a y ..............................................1980
S w e d e n ..............................................1980

Co-operat ive  a g r i c u l t u r a l  marketing in
S w i t z e r l a n d ................................................................ 1980

Co-operat ives  in  a g r ic u l t u ra l  and food
marketing in  Finland ..............................................  1980

Co-operat ion in a g r i c u l tu r a l  and food marketing
i n  S p a i n ..........................................................................1980

Cereals  marketing by United States
c o -o p e r a t i v e s  .......................................................  1982

Marketing boards in the United Kingdom . . 1983

Membership Relat ions

An American co-oper at ive  and I t s  members . . 1958
Members, committees and s t a f f s  . . . .  1959
Regional  member r e l a t i o n s  conference In United

S ta te s  c o- op erat iv es  ..............................................  1964

M a r k e t i n g  c o n t d
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"Workers" and "Peasants" in the Hungarian
co- o p e r a t iv e  farms .......................................................  1975

Communication in the funct ion  and organisat ion
of  a g r ic u l t u r a l  c o - o p e r a t iv e s  . . . .  1976 

Reasons which j u s t i f y  membership of an
a g r i c u l t u r a l  co- ope ra t iv e  .....................................  1978

Multipurpose Co-operat ives

A French multipurpose c o -o p e r a t i v e  . . . 1963
The Cotes du Nord and F i n i s t e r e  Farmers

Co-operatives  ................................................................. 1966
Ag r ic ul tu ra l  C o l l e c t i v e  I n t e r e s t  S o c i e i t e s

(SICA) in  F r a n c e ....................................................... 1973
The SICA aims, fun ct ioning  and e v o lu t i o n

in F r a n c e ......................................................................... 1976
Multipurpose co -o pe rat iv es  i n  Iceland . . . 1984

P r i n c i p l e s  and Philosophy

Co-operat ive  p r i n c ip l e s  ..............................................  1967
Better  ways of l i v i n g  through

co -o pe ra t i ve s  ................................................................. 1978
Patronage and s e l f - r e l i a n c e  in

co -o pe ra t i ve s  from R a i f f e i s e n  onwards . . 1980
Horace Plun kett ' s  s o c i a l  phi losophy . . • 1981

M em bersh ip  R e l a t i o n s  c o n t d

Process ing

Co-operat ive process ing  of  a g r i c u l t u r a l
produce in India .....................................

Co-operative  and the food i n d u s t r i e s  in  
developing countr ies  . . . .

1959

1964
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P r o c e s s i n g  c o n t d

Co-operat ive  o l i v e  o i l  process ing  and
marketing ................................................................

Processing co- op erat iv es  In India  
The co-operat ive  sugar-beet  industry

In the Netherlands ..............................................
Co-operative sugar-cane supply s o c i e t i e s  in  

India .........................................................................

Recreation Co-operat ives

Encouraging more development with recreat ion  
co-ope ra t ives  .......................................................

1969
1969

1971

1971

198A

Shipping,  Co-operat ive

Co-operative shipping .......................................................  1985

S t a t i s t i c s

Austra l ia

Bahamas
Barbados
B e l i ze
Braz i l
B r i t i s h  Commonwealth
Bulgaria
Burma
Canada

Ceylon
China
Cyprus
Czechoslovakia
Denmark

1927-29, 1935-37 (NSW), 1938,
1938-39 (NSW), 1941-42 (NSW), 1950 
(Q), 1952, 1964, 1964 (WA)
1927-29
1927-29
1976
1953, 1961 
1952-64 
1939
1963
1927-29, 1937, 1951, 1955-56,
1958-64.
1927-29, 1945/46
1932, 1935
1927-29, 1945/46,  1947, 1952, 1963
1936, 1945/46, 1969
1935, 1945/46, 1951, 1953, 1958,
1968

2 7 1



S t a t i s t i c s  contd 

Egypt 1947
Eire 1927-29,  1953, 1957, 1960-1,  1963
Finland 1954, 1955, 1957
Germany 1936, 1956 (E a s t ) ,  1965 (West)
Ghana 1939
Greece 1966
Hong Kong 1976
Hungary 1962
India 1927-29,  1931, 1952, 1953
Iraq 1968
I s r a e l 1951
Japan 1933, 1950, 1966
Kenya 1927-29
Lat in  America 1963
Lithuania 1938
Malaysia 1963
Netherlands 1961, 1963
New Zealand 1927-29
Niger ia 1970
Norway 1976
P a l e s t i n e 1927-29,  1934, 1936, 1938, 1939

Papua & New Guinea
1941, 1943/44,  1945/46,  1948 
1954, 1960, 1964

Poland 1935, 1967
Rhodesia 1927-29,  1948, 1976
Scot land 1927-29,  1949, 1964, 1970-76
Singapore 1976
South Africa 1927-29,  1932, 1936 (Transkei)

South P a c i f i c

1938-41 ,  1945/46,  1947, 1949, 1950
1952
1955

S t r a i t s  Sett lements 1927-28
Sudan 1957
Sweden 1938, 1940, 1947, 1950-51
Switzerland 1943/44 ,  1947, 1968
Taiwan 1958
Thailand 1954
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S t a t i s t i c s  contd 

Uls te r
United Kingdom

Upper Volta  
U.S.A.

U.S.S.R.
Wales

Windward Is la nds  
Yugoslavia

Taxation

1 9 2 7 - 2 9 ,  1960 ,  1961 ,  1 97 0 - 76  
1 9 2 7 - 2 9 ,  19 3 6 -4 0 ,  1 9 4 3 / 4 4 ,
1 9 4 5 / 4 6 ,  1 9 4 7 - 7 6 ,  1977,  1978
1970
1937,  1 9 4 7 - 8 8 ,  1 9 5 0 - 5 1 ,  1 9 5 3 - 5 7 ,
1 9 5 9 - 6 6 ,  1968 -71
19 33 ,  1961 ,  19 64 ,  1966
1 9 2 7 - 2 9 ,  194 0 ,  1 9 4 5 / 4 6 ,  1 9 4 8 / 4 9 ,
1 9 5 1 - 5 2 ,  1 9 5 4 - 5 8 ,  1 9 6 0 - 6 3 ,  196 5 ,
19 70 -7 6
1 927 -29
1955

Taxation of c o - o p e r a t iv e s  .
Taxation of a g r i c u l t u r a l  co -o pe rat iv es  

In South Afr ica  .....................................

1950

1968

Tourism see  a l s o  Recreat ion

Tourism -  a new su bj ec t  for co-operat ion  
among farmers? ..................................... 1980

War-time Developments and Post-war Reconstruction

. 1 9 4 3 / 44  

. 1 9 4 3 /4 4

Emergency d i s t r i b u t i o n  of  food . 
Co-operation in Europe and post-war

re cons truc t i on  ..............................................
N u tr i t i o n a l  aspects  in the emergency of  

good
Co-operat ives '  part in food d l s t r l b t u i o n  
Co-operat ion,  r e l i e f  and reconstruct ion

. 1 9 43 /4 4  

. 19 43 /4 4  

. 1 9 43 /4 4
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Organisat ion and methods of  wine
c o -op erat iv es  In Baden .....................................  1967

Worker Co-operatives

Local support or ga nis at ion s  in Br i t a in  an assessment  
of t h e i r  e f f e c t i v e n e s s  in deve loping  worker 
c o- ope ra t iv es  ................................................................  1985

In support of co -o pe ra t ives  . . .  in Malta see  
Developing Countries

Why i n d u s t r i a l  co -o pe rat iv es  in the Third
World f a i l ................................................................ 1985

Women and Co-operation

Women and co-operat ion in Finland . . . 1958
Fisherwomen and group development in  

N.E. B r a z i l -  see F is h er ie s
Co-operation among women in rural  development

p r o j e c t s ......................................................................... 1983

Wine C o - o p e r a t i v e s

27A



CUMULATIVE INDEXES TO 

YEAR BOOKS OF AGRICULTURAL CO-OPERATION 1927-85

2.  Country Index

Aden
Afr ica

Afr ica ,  West
Albania
Algeria

Argentina

Asia

A us tra l i a

1960, 1964, 1966
1963 (French);  (1980) ( a i d ) ,
1981 ( ho us in g) ,  (1 )  1982 ( law,
1983 ( c r e d i t  unions)
1978
1948, 1949, (1956-59)
1931, (19 32) ,  ( 1 9 3 4 -3 7 ) ,
(1 9 3 9 ) ,  1952, 1981
1932, 1933, 1935-39,
(1942) ,  (1957) ,  ( 1960) ,
(1963) ,  1965, 1968,
1973, (1 983) ,  (1984)
1978 ( i n t e r c o - o p e r a t i v e  t r a d e ) ,
1983 ( a u d i t ) ,  1985 
(government)
1927, 1929, 1930, 1931,
1933, 1935, 1936 (W.A.),
(Phosphate Co-op),  1940,
1942, 1943-44,  1945-46,
1951, 1952, 1953, 1956,
( f i s h e r i e s ) ,  1961, 1962,
1965, 1966, 1968, 1970,
(Co-op Fed erat ion) ,  1977,  
( g r a i n ) ,  1984 ( d a i r y ) .

1941,
(1962) ,

1970.

1932,
1938

1941,
1949,

1960
1963,

1973
1982

1. Brackets round a date i n d ic a te  that  the country i s  a 
mention i n ,  not the subject  o f ,  an a r t i c l e .
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Austria

Bangladesh
Barbados
Basutoland (s ee  a l s o  

Lesotho)
Bechuanaland see  Botswana 
Belg ian Congo (see  

a ls o  Zaire)
Belgium

B e l i z e

Benin
Bo l i v ia

Botswana

Brazi l

B r i t i s h  Conunonwealth 

Bulgaria

Burma

1931, 1932, 1937, 1951, 1953,
1961, 1968, 1970, (1976)
( c r e d i t ) ,  1977, 1980, 1983
( l a w ) ,
1980 
1956
1949-52, 1954, 1956, 1957,
1962, 1965

1951, 1953

1937, 1943-44,  1948, 1950-52,
1953 (machinery) ,  1954
( l e g i s l a t i o n ) ,  1956, 1957,
1960, 1965, (1968 ) ,  (1977) ,
1981, 1982 ( f i n a n c e ) ,  1983
( law,  (1985)
1931, 1955, 1957, 1958, 1959,
1961, 1964, 1966, 1968, 1970,
1976, 1984 ( t r a i n i n g )
1971
1931, (1942) ,  ( 1 9 5 7 ) ,  (1960) ,
(1962) ,  (1963) ,  1968, (1983) ,
(1984) ,  (1985)
1949, 1966-70,  1974
( c o n s t r u c t i o n ) ,  1976, 1981 
1937-40, ( 1 9 4 2 ) ,  1953, 1955
(edu ca t ion ) ,  ( 1956) ,  (1957),
(1960) ,  ( 1 9 6 2 ) ,  ( 1 9 6 3 ) ,  1970,
1981 (f isherwomen)
1945-46,  1948, 1952, 1966,
1969, 1970
1931, (1933) ,  1934,  1936, 1937,
1939, 1949, (19 50-52 ) ,  1955,
(1956-60)
1937, 1940, 19A9, 1950, 1954,
1958, 1963

276



Cambodia
Cameroons

Canada

Cape Verde Is lands  
Central  African  

Republic 
Ceylon ( see a l so  

Sri  Lanka)
Chi le

China

Colombia

Common Market countr ies  
see EEC

Cook Is lands  
Costa Rica 
Cuba

195A
1958, 1961, 1962, 1965, 1971,
1982 ( law)
1928, 1929, 1930, 1931 (wheat
p o o l s ) ,  1932 (wheat p o o l s ) ,
1933, 1934, 1935, 1936, 1937,
1938, 1939, 1941, 1942,
1943/33-48 ,  1949, 1950-52,  1953 
( e l e c t r i f i c a t i o n ) ,  1954
(medical  s e r v i c e s ) ,  1955 
(Co-operat ive  Credit  S o c i e t y ) ,  
1956 (merger) ,  1957-59,  1960
(Co-operat ive  C o l l e g e ) ,
1961-67 ,  1970, 1975, (1978) ,
1984 ( A r c t ic  Coops),  (1985)
1983 
(1971)

1928, 1929, 1931-34,  1936-39,
1947
1931, 1939, (1942) ,  1954,
(1957) ,  (1960) ,  (1962 ) ,  (1963) ,  
1983, (1984)
1931-33,  1935, 1937, 1938,
1940, 1942, 1955, 1959, (1960) ,
1968, 1969, 1980, 1984
( c r e d i t )
1931, 1934, (1 94 2) ,  1953, 1955,  
(1 9 5 7 ) ,  (1960) ,  (1962) ,  (1963) ,
1968, 1983, (1984)

(1 960) ,  (1966)
1955, (1957) ,  (1960 ) ,  (1963)  
1945/46,  ( 19 57) ,  (1960 ) ,  
(1963)
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Cyprus

Czechoslovakia

Dahomey, see Benin 
Denmark

Dominica

Dominican Republic  
Ecuador

EEC countr ies

Egypt

England
Estonia
Ethiopia
Europe

F i j i

1931, 1938, 1942-47 ,  1949-56,
1958, 1959, 1961, 1963, 1965,
1969, (1970 ) ,  1971, 1976
(marketing)
1930, 1932-38,  1943/44,
1945/46,  1949, 1951-55,
(1956-60) ,  1969, 1985
(disa bled )

1931, (1933 ) ,  1934-36 ,  1943/44,
1945/46,  1951, 1953, 1956
(ed uc at io n) ,  1958, 1965,
(1966) ,  1968, ( 1 9 6 9 ) ,  1970,
1973 (market ing),  1974, (1976)
( c r e d i t ) ,  (1 977 ) ,  ( 1 9 7 8 ) ,  1980,  
1981, 1983 ( l a w ) ,  (1984)
(1930) ,  (1 9 5 0 ) ,  ( 1 9 5 1 ) ,  1952,
1953, 1955-57,  1959, 1960,
1961, 1964, 1966, 1968, 1970,
1975
(1951) ,  (1957) ,  (1960)
(1942) ,  (1 9 6 0 ) ,  ( 1 9 6 2 ) ,  1968,
1970, (1983 ) ,  (1984)
1964, 1966-68,  1973 
(market ing) ,  1978 ( a i d ) ,
(1980) ,  1982 (law)
1932, 1934, 1936, 1940, 1941,
1947, (1951) ,  1954,  1955,
1956 (land  
1969, 1972, 
(1984)
1932, 1934, 
1967 
1967,
1983 
1932,
1962,
1974

r e f o r m ) , 
1980 (a id )

1936

(1 96 6) ,

1968, 1970, 1977, 1982,

1950-56,  1958-60,  1961,
1964, 1966-68 ,  1972,

278



F i n l a n d

Formosa
France

French Equatorial  
Africa  

French Indo-China

French Overseas 
T e r r i t o r i e s  

French West Africa  
French West Indies  

and Reunion 
Gambia 
Germany
Germany Democratic 

Republic  
Germany, Federal Republic  

o f

1932, 1953-55, 1956
(ed u cat io n ) ,  1957, 1958
(women), 1959 ( s a l e s
promotion),  1960 ( c r e d i t  and 
f i s h e r i e s ) ,  1967, 1968
( f o r e s t r y ) ,  1970, 1979, 1980
1958
1930-39,  1943/44,  1947, 1948,
1950-52,  1954, 1955 
(e d u cat i on ) ,  1956 
( f e d e r a t i o n s ) ,  1959 educat ion)
1963, 1964, 1966-68,  1970,
1973 (SICA), 1976, 1977, 1978,  
(1979,  banking),  1980
( i n t e r n a t i o n a l  t r a d e ) ,  1981,
1982 ( law,  f inance)
(1934- 37 ) ,  (1939) ,  1951, 1954

(1932) ,
1949
1958

(1934-37) ,  (1939 ) ,

(1932) ,  (1934-37) ,  (1939)  
(1932) ,  (1934-37) ,  (1939)

1959, 1961, 1964, 1968, 1969
1930-34,  1936, 1937, 1939,
(1948) ,  1953, 1956

1952, 1953, 1955 
( R a i f f e i s e n  banks),  1956 (meat 
and l i v e s t o c k ) ,  1958 ( a u d i t ) ,
1959 ( co- ope ra t iv e  farming) ,
1962, 1964, 1965, 1966, 1967
(wine c o - o p e r a t i v e s ) ,  ( 196 8) ,
1970 ( R a i f f e i s e n ) ,  1971 
( c e n t r a l i s e d  ac cou nt in g) ,
(1976) ( c r e d i t ) ,  1977
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Germany, Federal Republic  
of  (contd)

Ghana ( see  a l so  
Gold Coast)

G i lb er t  & E l l i c e

Gold Coast ( see  a l s o  
Ghana)

Greece

Grenada
Guam
Guatemala
Guernsey
Guyana

Hait i  
Honduras 
Hong Kong

Hungary

Iceland

India

(workers'  co -d e term in a t io n ) ,  
1978, (19 79) ,  (banking) ,  1980
( a i d ) ,  1982 ( law,  f i n a n c e ) ,
1983 ( a u d i t ) ,  1985 ( f in a n c e )
1959, 1962, 1966-71,  1976 
( l e g i s l a t i o n ) ,  1985 
( n u t r i t i o n )
1950-52,  1955-60,  1961, 1962,
1964, 1965, 1966-69
1932, 1934, (1935 ) ,  1939,
1945/46,  1953, 1955-57 
1931, 1932, 1934-37,  1939,
1943/44-47,  1950, 1952, 1964,
1966, 1978, 1982 ( l a w ) ,  1984
(bank)
1969
1960, (1966)
1931, (1960) ,  1978, (1983)
1977, 1985 ( h o r t i c u l t u r e )  
(1930) ,  1932-34,  1936-42,
1947, 1952-57,  1959, 1961,
1964, 1967, 1969, 1976 
(1951) ,  (1960)
1956, ( 1 9 6 0 ) ,  ( 19 63) ,  (1985)  
1952-62,  1964, 1965, 1970,
1976
1931, 1932, (1933 ) ,  1934-38,
1949, (1950-52) ,  (1 9 5 6 -6 0 ) ,
1969, 1975, 1980, 1982
( P e t o f i ) ,  1984
1932, 1935-38,  1940, 1941,
1956, 1976, 1977 ( f i s h e r i e s ) ,
1984
1927, 1929-33,  1935, 1937
(Hyderabad),  1938, 1939
(Punjab) ,  1940, 1941,
(Kashmir),  1945/46,  1947, 1949
(Hyderabad), 1952 1953 ( a l s o
co t tage  i n d u s t r i e s ) ,  1957,
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I n d i a  ( c o n t d )

Indo China 

Indonesia

Iran
Iraq

Ir e la n d ,  Northern 

Ir e la n d ,  Republic of

I s r a e l

I t a l y

Jamaica

1958, 1959, 1960, 1963, 1964,
1966-68,  1969 ( p r o c e s s i n g ) ,
(1970) ,  1971 ( c r e d i t ) ,  1975,
1977 ( c r e d i t ) ,  (1979 banking),  
(1981 I n d u s t r i a l ) ,  1982 
(Mulukanoor) ,  1983 ( a u d i t ) ,
1984 ( t r a i n i n g ) ,  ( s e l f - h e l p ) ,
1985 ( c r e d i t )
(1932) ,  ( 1 9 3 4 -3 7 ) ,  (1939) ,
1949, 1954
1931, 1932, 1934-36,  1938,
1939, 1943/44,  1949 (Java) ,
1951, 1958, (1983) (a ud i t )
1968-70, 1972
1950, (1 9 5 1 ) ,  (1 9 5 5 ) ,  1956,
1968, 1972
1927-40, 1942-65,  1967,
1969-71,  1976
1927-40, 1942-51,  1953, 1956,
1957, 1960, 1961, 1962, 1963,
1965, 1967 (farm s e r v i c i n g ) ,
1969, 1970, (19 78) ,  1979, 1981,
1982 ( P l u n k e t t ) ,  1984
1927, 1929, 1933, 1934, 1936,
1938, 1939, 1941, 1943/44,
1945-46, 1948, 1951, 1952,
1954, 1956 (ab sorpt ion  of
immigrants) ,  1958, 1959, 1961,
1964, 1966, 1967, 1972, 1974,
1980
1931, 1932, 1934, 1936, 1939,
1948, 1950, 1952, 1953
(c o - o p e r a t iv e  farming),  1954,
1956 (land reform) ,  1966,
(1968) ,  1976, (1 9 7 7 ) ,  1983
(law)
(1930) ,  (1 9 3 1 ) ,  1932, (1933) ,
1937, 1939, 1955-58,  1962,
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Jamaica (contd)  
Japan

Jordan

Kenya

Korea

Laos
Lat in America

Latvia
Lebanon
Lesotho ( s e e  a l s o  

Basutoland)  
Liber ia  
Libya 
Lithuania  
Luxemburg

Madagascar

Malawi ( see  a l s o  
Nyasaland)  

Malaysia

Mali
Malta

1975
1931, 1933, 1949-53,  1955-59,
1960 ( f i s h e r i e s ) ,  1963, 1964,
1966, 1969, 1974, 1977
( f i s h e r i e s ) ,  1978, 1979
( i n d u s t r i a l ) ,  ( 1980) ,  1982
( r i c e ) ,  1983 ( f i s h e r y )
(1954) ,  ( 19 55 ) ,  1960, 1964,
1966, 1969, 1979
1931, 1932, 1934, (1935 ) ,
(1938) ,  1948, 1950, 1954,
1957-59,  1962, 1964, 1965,
1968, 1970, (1971 ) ,  1982, 1985 
(development p r o j e c t )
1934, (1960; North) ,  1974,
1985 ( c r e d i t )
1954
1978, (1980)  ( a i d ) ,  1983, 1984 
(educ at ion)
1931, 1932, 1937, 1939
(1 95 1) ,  (1 9 5 4 ) ,  ( 1 9 5 5 ) ,  1972
1967, 1970, 1972, 1984,
(Hololo p r o j e c t )
1975
(1955)
1934-38,  1940
1939, 1941, 1947, 1966,
( 1 9 6 8 ) ,  (1977)
(1 93 2) ,  (1 9 3 4 - 3 7 ) ,  ( 19 39 ) ,
1971
(1970)

1931-33,  1935-40,  1942,
1943/44 ,  1947-53,  1955, 1957,
1958, 1963, 1968, 1972, 1974,
1981, 1983 ( law)
1983 (women)
1949, 1950, (1982 ( law)
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Mauritius

Mexico

Morocco

Netherlands

New Caledonia
New Guinea ( see  a l s o  Papua 

New Guinea)
New Hebrides ( s e e  a l s o  

Vanuatu)
New Zealand

Newfoundland
Nicaragua
Niger
Nige r ia

1950, 1952, 1961-65,  1968,
1970, 1971, 1972, 1975, 1985
(marketing)
1932, 1934, 1936, 1939,
(1942) ,  1955, 1956, (1957) ,
( 19 60) ,  (1 9 6 3 ) ,  ( 19 66) ,  1968,
( 1 9 8 3 ) ,  ( 1 9 8 4 ) ,  1985
(1932) ,  (1 9 3 4 -3 7 ) ,  1938,
(1939) ,  1952, 1955, 1958
( f i n a n c e ) ,  1964, 1966
1931, 1934, 1936, 1938, 1940,
1943 /44 -7 ,  1951, 1952, 1954
1955 ( l e g i s l a t i o n ) ,  1956 
( c r e d i t ) ,  1959, 1960 
( e d u c a t i o n ) ,  1963 
(management), 1967-69,  1971,
1976, 1977, 1978 (banking) ,
1980, 1982 ( f i n a n c e ) ,  1983
( l a w ) ,  1984 (dair y)
(1966)
1954, (1 9 6 0 ) ,  ( 1 9 6 6 ) ,  (1970)

( 19 66) ,  1968, 1970, 1974,
1975
1927, 1929-38,  1941, 1950,
1955, 1960 ( d a i r y ) ,  1964
( l e g i s l a t i o n ) ,  1968, 1970,
1971
1935-39,  1941, 1948,  (1966)
(1963)
1977, 1985 (nomadic herders)
1932, 1936, 1938, 1939,
1942-45/46 ,  1948-54,  1955,
1956, 1957, 1958, 1959, 1961,
1963, 1965, 1966-68,  1969,
1970, 1974 (banking) ,  1977,
1979 (banking) ,  1983 ( c r e d i t ) ,
1984 (deve lopment) ,
(marketing)
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Norway

Nyasaland ( see  a l s o  
Malawi) 

Pakis tan

Panama

Papua New Guinea ( see  
a l s o  New Guinea) 

Paraguay 
Pers ia  see  Iran 
Peru

Ph i l ip p in es

Poland

Portugal  
Puerto Rico 
Rhodesia

Rhodesia,  Southern 
see  Zimbabwe 

Rhodesia,  Northern 
a l s o  Zambia) 

Rumania

Sabah
S t .  Helena 
St .  Lucia

(see

1931, 1932, ( 1 9 3 3 ) ,  1934-39,
1943/44-48,  1956 ( f i s h e r i e s ) ,
1957 ( f i n a n c i n g ) ,  1959, 1966,
1968, 1976 (market ing) ,  1977 
( f i s h e r i e s ) ,  1979, 1980
1939, 1948-52,  1954-56,  1958,
1959, 1961, 1965
1952, 1953, 1955, 1956, 1960
( c r e d i t ) ,  1964, 1965 
(hous ing) ,  1968, 1974
1956, (1957) ,  ( 1 9 6 0 ) ,  ( 19 73 ) ,
(1983)
1954, (1960) ,  (1 9 6 6 ) ,  (1970)  

(1942) ,  (1960) ,  (1983)

1940, (1942) ,  ( 1 9 5 7 ) ,  (1 96 0) ,
(1962) ,  1968, 1973,  (1981)
( i n d u s t r i a l ) ,  ( 1 9 8 3 ) ,  (19 84) ,
(1985)
1931 ( c o - o p e r a t i v e  banks),
1940, 1954, 1957, 1959, 1965,
1969, (1983 ( a u d i t ) ,  1984
1932, 1934-38,  1943/44,  1949
(hous ing) ,  1955, (19 56 -5 9 ) ,
1960, 1967, 1969, (1985)
1938, 1953, 1980
1955, (1957) ,  (1963)
1947, 1951, 1954, 1965, 1971,
1976

1948-50, 1952-56,  1958, 1961

1930, (1933 ) ,  1935, 1937,
1949, (1950) ,  ( 1951 ) ,
(1956-60) ,  1969
1965
1952
1955, 1969
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S i e r r a  Leo ne

S i n g a p o r e  

So lomon  I s l a n d s  

S o u t h  A f r i c a

S o u t h  P a c i f i c  
S p a i n

S r i  L an k a  ( s e e  a l s o  
C e y lo n

1 962 ,  1 96 4 ,  19 66 ,  1968 
( 1 9 5 7 ) ,  ( 1 9 6 0 ) ,  ( 1 9 6 3 )
1957 ,  1 9 5 9 ,  ( 1 9 6 0 ) ,  ( 1 9 6 6 ) ,
( 1 9 7 0 )
1 9 5 0 - 5 7 ,  19 59 ,  1 96 1 ,  1962 ,
1 9 6 4 ,  19 66 -6 9
1972
1 9 2 7 - 4 0 ,  19 42 ,  1 9 4 3 / 4 4 ,  1949 ,
1 9 5 1 ,  1 952 ,  1 954 ,  1 9 5 5 ,  1959 ,
1960 (W. H i g h l a n d s ) ,  1 9 6 1 - 6 5 ,
1 9 6 6 ,  1 9 6 9 - 7 1 ,  19 75 ,  ( 1 9 7 6 ) ,
1979 ( c o m m u n i ty )
( 1 9 8 1 )  ( i n d u s t r i a l )
1 9 6 4 ,  1 965 ,  1 96 7 ,  1 9 7 3 -7 4
( 1 9 3 3 ) ,  19 40 ,  19 49 ,  1951,
1 9 52 ,  19 54 ,  19 55 ,  195 8 ,  195 9 ,
1 9 65 ,  19 67 ,  1971 ,  1 9 75 ,  1984
1 9 5 7 - 5 9 ,  19 61 ,  1 9 72 ,  1975,
1 9 7 6 ,  ( 1 9 8 2  ( l a w ) ,  ( 1 9 8 3  ( l a w )
1961 ,  1 96 2 ,  1 9 6 5 - 6 8 ,  1970,
1 9 7 2 ,  1983
1 9 2 7 - 2 9 ,  1 9 3 1 - 3 5 ,  1 9 3 7 - 4 2 ,
1 9 4 5 / 4 6 ,  1 947 ,  1948
( e d u c a t i o n ) ,  19 49 ,  1 950 ,  1952 ,
1955 ( s e r v i c e ) ,  1 9 5 6 - 6 1 ,  19 66 ,
19 67 ,  1968 ( t a x a t i o n ) ,  1 9 6 9 - 7 1 ,
1 9 7 3 ,  1984 ( d a i r y )
1 9 5 5 ,  1 9 59 ,  1 96 2 - 66
1938 ( C a t a l o n i a ) ,  19 53 ,  1954 ,
1 9 5 5 ,  19 56 ,  ( p o u l t r y  and
h o r t i c u l t u r e )  19 61 ,  1966
( t r a i n i n g ) , 1 967 ,  1 9 7 3 ,  1980 ,
198 2 ,  1983 ( l a w ) ,  1985
1 94 9 ,  19 52 ,  1955 ,  1957 ,  1959
( e d u c a t i o n ) ,  1 96 6 ,  1967
( m a r k e t i n g ) ,  1968 ( m a r k e t i n g ) ,
1969 ( c o n s u m e r ) ,  ( 1 9 7 0 ) ,  198 1 ,
( 1 9 5 5 )
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Sudan

Swaziland
Sweden

Switzerland

Syria
Taiwan
Tanganyika

Tanzania

Thailand

Togo
Tonga
Trinidad and Tobago

Tunisia

Turkey

Uganda

(1951) ,  (1 9 5 5 ) ,  1957, 1958
( c r e d i t ) ,  1965, 1967, 1968,
(1971)
1966-68,  I97A
(1933) ,  193A-36, 1939, 1940,
1947, 1948, 1950, 1951, 1954
(e d u c a t io n ) ,  1955 ( d a i r i e s  and 
co -ope ra t iv e  farming) ,  1960
(requirements) ,  1966-68,
(1976) ( c r e d i t ) ,  1977, (1978) ,
1979, 1980, 1981, 1982
( f i n a n c e ) ,  1983 ( l a w ) ,  (1984),
(1985)
1930, 1931, 1933, 1935-38,
1940, 1943/44,  1947, 1954,
1955, 1966, 1968, 1980, 1982
( f i n a n c e ) ,  1983 (law)
(1951) (1954) ,  (1955) ,  1972
1983
1931, (1 9 3 5 ) ,  1948-50,
1952-60,  1961, 1965, Zanzibar,
1933, 1934, 1957, 1958
1961, 1962, 1963, 1965,

1977,

1983

1967, (1970) ,  (1971) ,
1982
1931, 1954, 1974,
( a u d i t ) ,  (1985)
(1971)
(1966)
(1930) ,  (1 9 3 1 ) ,  1932, (1933) ,
1936, 1937, (1951) ,  1953,
1956, 1957, 1969
(1932) ,  (1 9 3 4 -3 7 ) ,  (1939),
1949, 1952, 1968, (1971)
1939, 1953, 1961, 1967, 1968
( c r e d i t ) ,  1969 ( c r e d i t ) ,  1972,
1977, 1979
1931, (1938) ,  1949-54,  1956,
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U n i t e d  Kingdom

Uppe r  V o l t a  
U ru g ua y

U . S . A .

U . S . S . R .

V a n u a t u  ( s e e  a l s o  
New H e b r i d e s )  

V e n e z u e l a

V ie tn a m
Wale s

Yemen
Yemen,  S o u th  
Y u g o s l a v i a

1 9 5 8 - 6 2 ,  1965 ,
1928-AO,  1 9 4 2 - 5 8 ,
e d u c a t i o n  and
m o v e m e n t ) ,  1 9 6 0 -7 1 ,  
197A,  19 75 ,  ( 1 9 7 6 ) ,  
( r e s e a r c h ) ,  1978,  
( h o r t i c u l t u r e ) ,

1 9 6 7 - 7 0 ,  
1959

( 1 9 7 1 )  
( a l s o  

co n s u m e r  
1973 ,

1977 
19 79 ,  1980

1981 ,  1982
( a n d  l a w ) ,  1982 ( L S A ) , ,  ( l a w ) ,
1983 ( l a w ) ,  1985 ( w o r k e r ) ,  
(m i lk . )
1970
( 1 9 4 2 ) ,  ( 1 9 5 7 ) ,  ( 1 9 6 0 ) ,
( 1 9 6 2 ) ,  ( 1 9 6 3 )
1931 ,  1 9 3 3 - 3 9 ,  19 40 ,  1 9 4 2 - 5 7 ,
1958 ( m e m b e r s h i p ) ,  1 9 5 9 - 6 5 ,
1 966 ,  1967 ( d i v i d e n d ) ,  1968
( m e r g e r s ) ,  1 9 6 9 - 7 1 ,  1 9 74 ,  1 9 75 ,
( 1 9 7 7 ) ,  ( 1 9 7 8 ) ,  1980 ( a i d ) ,
1982 ( m a r k e t i n g ) ,  1983 ( c r e d i t  
u n i o n s ) ,  ( m a n a g e m e n t ) ,  1984 
( r e c r e a t i o n )
1933 ,  1936 ,  1937 ,  1942 ,
1 9 4 3 / 4 4 ,  1 9 4 7 - 4 8 ,  1 950 ,
1 9 5 3 - 5 5 ,  1 9 5 7 - 6 4 ,  1966
1984

( 1 9 4 2 ) ,  ( 1 9 5 7 ) ,  ( 1 9 6 2 ) ,
( 1 9 6 3 ) ,  1970
1 9 5 4 ,  ( 1 9 6 0 :  N o r t h )
1 9 2 8 - 3 0 ,  19 32 ,  19 33 ,  1 9 3 6 - 5 2 ,
1 9 5 4 - 5 8 ,  1959 ( f o r e s t r y ) ,
1 9 6 0 - 6 5 ,  1966 ,  19 67 ,  1 9 6 9 - 7 1 ,
1 9 7 4 - 7 6 ,  1979
1972
1967 ,  1 9 6 9 ,  1970
( 1 9 3 3 ) ,  1934 ,  1 93 6 ,  1937 ,
1 93 9 ,  1 9 4 3 - 4 4 ,  1 9 4 7 - 4 9 ,
( 1 9 5 0 ) ,  ( 1 9 5 1 ) ,  1952 ,  ( 1 9 5 3 ) ,
1 9 5 5 ,  1956 ,  1963,  1 9 6 7 ,  1977
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Zaire ( see  a l so  1971
Belgian Congo)

Zambia ( see  a l s o  Rhodesia 1964, 1965, 1966-69,  (1970) ,
Northern) (1971) ,  1976

Zimbabwe ( see a l s o  (1971) ,  1976, 1981
Rhodesia,  Southern)
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NOTES FOR CX3NTRIBUTORS 

TO THE

YEAR BOOK OF AGRICULTURAL CO-OPERATION

The Year Book of Agricultural Co-operation has been published 
by the Plunkett Foundation for Co-operative Studies since 1927 
and jointly with the International Co-operative Alliance since 
1976. Its purpose is to provide a continuous review of 
agricultural co-operative development throughout the world front 
a wide range of viewpoints by publishing articles on countries 
at regular intervals, on particular aspects of co-operation 
when these are innovatory or of topical interest; and by 
debating or interpreting questions of co-operative principles 
and philosophy. Articles are invited from authors representing 
variously academic, government, grass-roots and outside points 
of view, on the basis of an annual editorial plan. However, 
unsolicited articles will also be considered.

Intending contributors should note that articles should conform 
with the general policy of the Year Book, presenting an 
informed analysis of the recent developments backed by factual 
statements and figures. (Historical references and descript ive 
background should be kept to a minimum). The purpose of the 
article should be clearly stated at the beg inning and the 
author should develop the contribution by comparisons, critical 
comments or recommendations. All articles must be original and 
accompanied by a statement that they will not be published 
elsewhere,- they should not exceed 5,000 words (i.e. about 16 
Year Book pages) and cannot be accepted later than August of 
the year of publication. Two copies of the manuscript should 
be submitted in English or French, typed in double spacing, 
with the full name of the author, his position and the name of 
the organisation with which he is associated. Articles are 
accepted for publication on the understanding that they may be 
subjected to editorial revision.


