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L I  3 T OP A B B R H V I A T I O I I S

Abbreviation

lillFC Kenya National Federation of Co-operatives Ltd

ICA International Co-operative Alliai^ce

IIember( s) Member(s) of a co-operative society

Committee Committee of a co-operative society

GDP Gross Domestic Product

Shs or K.Shg, Kenya Shillings

The Act The Co-operative Societies Act, 1$66

The Rules The Co-operative Societies Rules, I 969

Commissioner The Commissioner fo r Co-operative Development 
or his O ffice , according to context

Apex(es) A national co-operative society members o f 
which are other co-operatives

Department Department o f Co-operative Development

CL3IIB Cotton Lint & Seed Marketing Board

IICDA Horticultural Crops Development Authority

IIPB Maize & Produce Board

Government ilin istry o f Co-operative Development or 
Cabinet, depending on context

Kg(s) Kilogram(s)
/> Kenya Pound v^hich is=K,3hs, 20.00



PR:3?ACE Ai'ID ACIQJOULIIDG]3E.]i3T3

On 30th November, 1976, the United Nations General Assembly 
unanimously adopted a resolution which, inter a lia , recognized 
that the "expansion of the co-operative movejpent in the promotion 
o f social and economic progress is  closely linked to t_he_ struc~ 
tural  and in s t itutional re fo rms vjhich aim at equitab le distribu~ 
t io n of income, popular partic ipation  in democratic Pĵ iô oeŝ ŝ  and" 
ecfua lity  o f opportunity to contribute to and ben e fit frojii the 
fru its  o f development” (our emphasise The resolution is  both 
onerous and overoptimistic and appears to epitomise the o f f ic ia l  
'bhinking behind the overburdening o f co—operatives with development 
ro le  and tasks quite without much regard, i f  at a l l ,  fo r  their 
general or particular capacity foi’ the sameo

On the other hand, over the last few years, there has been 
widespread concern over both the fact o f external supervision, 
notably’' state supervision and control o f co-operatives and the 
la t te r ’ s seeming fa ilu re  to roach expected leve ls  o f performance.

The present researcla was orig in a lly  designed to identify modes o f 
exrfcernal supervision and control o f co-operatives as well as the 
operational connection betx̂ yeen the two concepts and co-operative 
performance. On the advice o f various co-operators within the 
region, the scope o f the study was enlarged to in stitutio.nalized  
supervision/control . i .e ,  the study looked at both internal s u p e r- 
vision/control and also supervision/control by government and other 
co-operative I’outsiders''.

In  re-designing the research, we allowed oiirselves to be influenced 
by considerations of u t il ity  o f the research outcome. Some figour 
was therefore sacrificed  in  the designo HovievGr, the report, besides drawing 
up possible linlcages between operational ob jectives, various 
supervisory/control actions and performance indicators has p.lso come 
up with practical suggestions an to the nature and manner of 
supervision and control of co--operativeE in future, as well as the 
functional equipment of the actors within the co-operative arena.
I t  has also shod some'light on areas fo r possible deeper investi­
gation, For instance, i t  might b3 worth pursuing: ( i )  the e ffe c t  o f 
co-operative education and training on actual job—performance,
( i i )  the correlation  between co-operative salaries or other work 
conditions and s ta ff  turni^over; or ( i i i )  the usefulness or otherwise, 
o f the co-operative, to the "weaker" sections o f i t s  membership; etc.
A short h is to r ica l description has been included to provide some 
perspective to the report.

The f ie ld  research was conducted by Messrs Charles Gashui'iiba,
Clement Kv/ayu and Okumu Odede« The s ta ff  o f co-operative unions and 
the f ie ld  s ta ff  o f the I l in is t r y o f Co--operativa Development, a fter 
due brie fin g by the researchers, assisted with the structured' 
interviewso Aiiy errors of information and judgement, however, must 
en tire ly  rest vJith the researcherso Mro Okumu Odede ultimately 
f i l l e d  in the ro le  o f principal editor, o f the report. At this 
point, i t  should be noted that Mrt, Oyieke joined the authors 
at the time o f analysis of the datao



As usual, many people oo—operate to produce a report. 
Unfortunately, i t  is  not always easy either to thanlc them a ll 
su ffic ien tly  or even to l i s t  them all® We would, hovjever, 
lik e  to mention l:r. John llusundi. Secretary General o f the KNPC 
and his s ta ff ,  as well as other c iv i l  service and parastatal 
administrators0 Last but not least of the Kenyans, vje would like  
to thank a l l  the co-operators and non-'co-operators whose.-number
m ilitates against their mention by nameo A ll o f these people 
gave of their time, experience and expectations so w illin g ly  
that our f ie ld  task was at ones challenging and rewarding,
Ue hope they w il l  find something o f value in  the ensuing pages,

Ue are also gratefu l fo r  the constructive comments and 
suggestions from our colleagues at the ICAj in particular.
Hr, Dan Nyanjom, the Regional Directoro i/e must emphasise, 
however, that the viev;s expressed in the report are those o f 
the authors and not necessarily o f the ICA,

Okumu Odede 

C,H<, Gashumba 

GoZo Kwayu 

TcO, Oyieke

Iloshi

Jul^r, 1978.



C H J I P T E R  I

1, I MRODUGTION

1«1, Origin and Purpose of the Study

In developing oountriGs one can view co-operatives as 

either,or both of two things. They are, firs t  and foremost^ 

organisations of people or groups of people who have joined 

hands in order to raise their standards of living on the basis 

of oo—operative principles. In this perspective these organisa­
tions shoTild have within them an in—built mechanism for dejnccratic 

control by members. This control is therefore evidence of their ability  

to conduct their own affa irs. Secondly, co-operatives are government 
instruments for bringing about development to the masses, nptably in 

the rural areas. As government instruments for development, 
oo-operatives have been assisted with finances, manpower and other 
resources, a ll  with the prime aim of contributing to the promotion, 
supervision and control of co-operative activities by the governmeiit* s 
chief agency for co-operative development.

Supervision and control in organisations are supposed to be 

positive elements instituted to bring about clear and sure 

achievement of organisational objectives. The effect of sucdi 
n^asures depends on several factors, of which understanding of the 

right elements to be controlled, the timing and the consequence of 
each measure taken are of onicial importance. With good iiitentions, 
measures of supervision and control are instituted. On the other hand, 
the restilts are often a mq.xfcure of some blessings and curses. Quite a 

number of other variables, fpr instance, co-operative education, 
prevailing economic activity, political and cultural orientation of the 

people, among others, w ill influence performance and therefore affect 

the course of co-operative development. Notwithstanding these other 
variables, the relatioipship between supervision/control and oo—operative 

performance is  any way, not well known.



Because of the importance of the factor of supervision 

and control in co-operative development and the crave for 

better-run co-operatives, the ICA Regional Conference on 

Cooperative Research and Planning held at Arusha in April 
1974 ranlced this topic number two among twelve items that 
Heeded to be immediately researched intOo Engagement in the 

first item of priority and lack of sufficient manpower and other 
resottrces did not make it possible for the topic to be 

researched into early enough. In April 1977 when the 2nd 

ICA Regional C9—operative Research and Pleuxning Conference was 
held in Lusaka, the topic on supervision and control was ranked 

number one among nineteen topics that needed immediate research.

The study now outlined in this report was intended to 

look into institutionalized supervision/control aM co-operative 

performance. The study's main assumption is  that, as long as 

there are co-operatives, there w ill be some sort of supervision 

and control. Depending on the nature of supervision and control, 
performance be desirable or undesirable. Results are 

desirable i f  they translate into the achievement of organisational 
goals. The study endeavours to answer such questions as: what forms 

of supervision and control are co-operatives subject to? How do 

they affect performance? Gan it  be improved? Is there need for 

more or less of soffie(foriiis of)supervision, notably, government 
supervision and control? Many more questions oan be asked. However, 
as can be seen in Table 3 below „ we have tried to relate supervision 

and control with performance through operational indicators that 
can be varied to suit each given realityo

At this stage it  is perhaps useful to note that, the study 

was originally intended to , cover the entire region served by the 

ICA Regional Office, Mo ship and to be more specific in that it  would 

only probe into government



supervision/control aiid co-operative performance, V̂ hen 

various co—operators were consulted in  the Region, they 

suggested that thus phrased,the top ic was too narrow in it s  

outlook. These people wore o f the opinion that i t  was not 

only the question o f government supervision and control o f 

oo-operatives at issue but that o f many more institutions as 

well* Other examples o f sources o f supervision and control 

o f  co-operatives with negative or positive e ffects upon 

co-operative performance were cited in ;—

( i )  Go-operative members

( i i )  P o lit ic a l parties and in flu en tia l individual 
politic ians

( i i i )  Oo-operative seoondary (including apex) societies,

( i v )  The various crop authorities or marketing boards

(v )  The M n is tiy  o f Agriculture

( v i )  Financial institu tions

( v i i )  Foreign aid agencies.

These vievjs o f peop|:e in the f ie ld  were taken into 

account, and consequently the study was enlarged to (cover) 

the present scope#

As already implied above, when the topic was f i r s t  

suggested, a l l  the countries o f the region showed in terest.

But soon a changed co-operative po licy , environment and 

structure in  Tanaania, more prevalent d ifferen t problems 

requiring p r io ilty  in  the Ugandan Co-operative Movement and 

the problems of getting clearance quickly enough in other 

parts o f the region forced us to confine our study to Kenya,^ 

at least fo r  the present. The Ker(ya National Federation o f 

Go—operatives gave the issue due.urgency and obtained from 

the Kenya Gfovernment, the necessary clearance fo r the study.

Methodology

The study was primarily empirical and employed the 

fo llow ing major too ls  of research:—

( i )  Unstructured interviews

( i i )  Structured interviews through questionnaires

( i i i )  Direct observation

( i v )  Consultation o f public reoords



A pre—survey was conducted in  March 1977 i . e ,  before 

the actual f ie ld  research* The main purpose of the pre~survey 

was to obtain the views and opinions of co-operative leaders 

in  Kenya ao that the researcli exercise could be carried out 

in  a more pragmatic manner and in  a way conducive to the 

subsequent u tiliza tion  o f i t s  results^ Discussions were 

held with leaders o f the follow ing institutions*

1* The M n istry o f Co—operative Development

2. The Department o f Co-operative Development, 

both at headquarters and in  a few stations in  

the f ie ld

3« The Kenya National Federation o f Go—operatives 

4* Kerya Co-operatives Creameries (KCC)

5- Kenya Planters' Co-operative Union (KPGU)

6c Kenya Farmers Association (KFA)

7® Hortioulturel Co-operative Union (HCU)

Kenya Union o f Savings & Credit Co-operatives (KUSCCO) 

9e The Co--<3perative Bank o f Keriya

10. Maize and Produoa Board

11* Cotton Lint and Seed. Marketing Board

12. Kiambu Coffee Grovrers* Co-operative Union.

13. Kiambu Dair^’ and Pyrethrum Co-operative Union

14« Provincial Adminj. s tra ti on in  Nairobi

15» D istrict Administration in  Kiambu and lalcuru*

Our meetings and discussions with these leaders centred 

on the purpose o f our research, the ro le  o f their institu tions 

in  re lation  to oo—operative development and a c t iv it ie s , and 

problems o f co-operatives as they saw them, particu larly 

those re la tin g  to supervision and oontrol» The information 

gathered was useful in  the design o f the questionnaires.

Unstructured interviews took place in  the form of 

informal discussions between ourselves and various leaders o f 

institu tions and places we v is ited » In  the provinces and 

d is tr ic ts  covered by the research, we paid courtesy ca lls  on 

the government leaders in  the areas since problems o f



oo-operative,development often end up with heads of the 

government rnaohinery in  d is tr ic ts  and provinces. During 

these courtesy ca lls , we held very r id i discussions with 

these leaders on issues relevant to our study.

In certain areas, we had an opportunity of observing

oo-operative maoliineiy in  action. We attended comraittee 

meetings o f some co-operative societies and observed some 

marketing a c tiv it ie s  in  a few others. In  yet others we 

observed the book-keeping systems operating. These observa­

tions besides enriching our experience, also shed useful 

ligh t on ovdJ study..

We also had the opportunity o f consulting some public 

records o f co-operative societies and other institutions in 

the areas we v is ited , ¥e read through some o f the general 

f i l e s ,  minutes f i l e s ,  and audited accounts and balajace 

sheets or statemenls of a ffa irs  o f oo—operatives, administrative 

f i l e s  including annual, periodic or ad hoc reports re la tin g 

to CO—operatives. These records helped us dieok the 

va lid ity  of some o f the information received in  the structured 

and unstructured interviews.

The months o f June to Sep;, ember were used fo r  in ter—

' viewing members., committee members, movement and departmental 

s ta ff  and non-«iembors in  six prcvinces. Tables 1 aiid 2 

suinnarise the areas, a c t iv it ie s  and various groups o f people 

covered in  our interviews* Eleven co-operative unions and 

twenty—eight primaiy societies were v is ited * ■

The selection o f a c t iv it ie s , d is tr ic ts  and societies 

was done in  consultation with the KNPC and the head o ffic e  of 

the Department o f Co-operative Development, For each a c tiv ity  

we considered at least two d is tr ic ts , one d is tr ic t "strong” 

in  the a ctiv ity  and another ’’weak” in  the same. S im ilarly, 

fo r  eaoh d is tr ic t ciiosen, we v is ited  two primary societies

— one "weak” and another re la t iv e ly  "strong” in  the chosen 

a c t iv ity .



Table 1

A R E A S  A N D  A C T I V I T I E S

PROVINCE DISTRICT ACTIVITT CONSID-RRED

Kiambu Coffee

CENTRAL
Kirinyaga Coffee

Cotton

Nyandarua
(Nyahurum)

Dairy 
Pyrethrum

Machakos Ranching

EASTERN Meru Cotton
Coffee

WAIROEE Nairobi Savings and Credit

RIFT Nandi Dairy

VALU3T Kerioho (Sotik) Ranching

T/ifTPQfFh'PTu S
Btuigoma Coffee

WJ2i01J2irLi\l II
Busia 1 Cotton

■KTV A W7 /\ if
Kisamu Savings and Credit

I K is l i Pyrethrum

Table 2

NUMBER OP VARIOUS GROUPS OF PEOPLE TO IfflOM 
QUESTIONNMRES TORE ADMIKISTiiiH'RD

1. MEMBERS 93

2. COMvilTTEE IMEEKS 113
3. PRIIOEr SOCIETT MANÂ ÊRS 20

4. UNION I.IAKAGERS 1 1

5o GO-OPERATIVE DEPAET|iSNT EÎ EPLOTEES 26

6« MONHMEMBSRS 36

Total: 299



Sis: aepara^^ but related sets o f questionnaires were 

used. Of these s ix , the longest one was the committee members 

questionnaire. Under the principle o f democi-atio control by 

membersI the la tte r  have entrusted the committee with the 

duty o f seeing to i t  that the co-operative goals are achieved. 

The committee supeivise the s ta ff and oversee on behalf of 

the,, members, the day to day operations of the oo-operatives.

To us, the age of conmittee members, their edtioational le v e l, 

the reason fo r  their e lection , experience, frequenqy o f the ir 

attendance o f meetings and their opinion on several aspects 

o f operation of the ir co-operatives, in ter a lia , could 

reveal, fo r  instance, not only the nature o f supervision and 

control exercised hy the committee members themselves but 

also the manner of supervision/control by other groups*

The members are or ought to be aware o f any malpractices 

that go on in  their soc ie ties . They know whether or not 

the ir expectations fo r  joining the societies have been or are 

being met. Often they have sound views about such matters. 

Through general meetings, and in some cases le tte rs  o f 

protest against certain actions or p o lit ic a l activism by 

in terested groupsg the members can exercise considerable 

control and influence upon the operations o f their soc ie ties .

The non-fliembers* questionnaire was included to t iy  to 

gauge the opinion o f ’’ outsiders’* about the operation of 

co-operatives in the ir living/work lo c a lit ie s .  In  rural areas, 

what goes on in  one sector within the v il la g e  becomes a 

common ta lk  in  a ve iy  short time. The reasons why some 

people have not joined a co-operative may woll have something to 

do with the performance o f that particular co-operative* For 

example, i t s  services may be poor.

The primaiy society aiid union managers* questionnaires 

were intended to monitor control upon a c t iv it ie s  of co­

operatives 'hiy the employees o f these organisations as w ell as 

by other interested groups, Sound financia l control is  

essential fo r  successful management o f ventures, A negative 

attitude by a co-operative employee m ^ render useless 

an cjdvice from a government employee, however useful the 

advice may be.



Finally, the Co-operative Department employees* 
questionnaire was used in order to gain in s is t  into the 

nature of the training, orientation, motivation and resources 

given to these employees in order to equip themlw r exercise -fche 
required supervision and control upon co-operatives properly<

Qiven the wide range of categories of people we inter­
viewed, and given further varied ecological and other 
environments from which we chose the societies, and noting 

that the provinces covered contain some Kenya's
GO—operatives, their enterprises and activities, we ^ e  

satisfied that bhe sample we took is  fa irly  representative 

of the Kenyan Co-operative Movement, even i f  individual 
category samples ~ save the co-operative officers! sample -  

may not entirely be statistically reassuring,

1«3» Definition of Concepts

The words super^risionj control, and performance mean 

different things to different peopleo Here below, we shall 
attempt to define the terms as we have iised them in our study*

1,3*1, Control

Cojatrolling is  seeing to it that actions conform to 

plans drawn to accomplish objectiveso In organizations, it  

translates to mean measures ~Zc.t accomplishment of actions 

on the plans and the correction of any deviations, both to 

the purpose of ensurliag the attainment of objectives of the 

plan* To control therefore, is to exercise a directing or 
a curbing influence in order to attain set goals.

In any undertaking, control is  a v ita l managerial 
functiofu It  needs to be exercised over a ll the resotirces -  

human, material and temporal ^ being employed ty the enter—
^prise. It  requires organizations to have the discipline of
planning and above a l l ,  of knowing veiy precisely the 

goals to be c, complished and measures of perforaiance. As such 

it  requires establishment of standards of performance and 

modes of correcting any deviations therefromo Contro .̂ must



/

therefore re fle c t  the nattire and needs of an a c tiv ity . Our 

concern in  this study is  co-operative performance. We are 

concerned with what form or forms o f control exist xvithln 

' the co-operative system, v;hat e ffec t they have upon performance 

and how those forras o f oontrol can be improved to achieve 

better resultso

1«3*2, Supervision

The other regulatory element in  the operation of an 

enterprise is  supervision.. Someone has defined i t  thuss 

"Supervision is  the art of working with a group of people 

over whom authority is  exercised in  such a way as to 

. achieve their greatest combined effectiveness in  get'ting 

work done. I t  is best performed in an atmosphere o f good­

w il l  and zestfu l oo—operation on the p a rt  cf a ll  the people 

involved — including, of course, the supervisor”^,. 

E ffectiveness doos re la te  the amount o f e ffo r t  expended 

to the degree to which sot goals are accomplished. So, ^  

in  controlling, and indeed any other managerial function, 

supervision requires a clear understanding o f  the goals 

to be achieved. One can oversee with powers o f direction 

and decision, i f  and only i f j  he knows the goals to be 

reached,

1 , 3. 3* Porformanoe

[Qy performance we mean the resu lt o f deliberate 

actions o f an organisation weighed against the goals at 

which the actions wore directed. I t  is  a measure of 

organizational e ffic iency  and effectiveness. An organiza^- 

tion  is  e ff ic ie n t  i f  the input-output,, ra tio  is  low and 

e ffe c t iv e  when attainment o f goals is  (substantially) 

rea lised . Co-operative performance can therefore be taken 

to moan the acliiuvement or non-^aohievement o f co-operative 

goals as a result o f the various actions exerted by or 

on co-operative institutions,.

Tan Dcrsal William R; Ih.e Successful Supervisor in  Government and Business

S ir Isaac Pitman & Sons Ltd.,, 1970, London, p.25



But CO—operative performance is  a d if f ic u lt  concept. For 

one thing, the goals to be aooocplished are complex and 

consequently the measures o f their performance would to some 

degroe, be unclear. As already indicated above, co-operatives 

are, f i r s t ,  organizations of people who by guidance of 

co-operative principles have joined their e ffo r ts  together 

in one or several a c t iv it ie s  in  order to raise their standards 

of l iv in g . Secondly, they are development tools fo r  bringing 

about intended socio-economic goals set by governments. Multi­

p lic ity  and complexity o f goals of co-operatives demand 

d ifferen t v/ays o f looking at performance in  co-operatives.

Table 3 attempts to sketch out in  broad terms? (a ) institu tional 

c o - o p e r a t i v G -  r e l a t e d  goals? (b ) a c t i o n s  leading to achieve­

ment o f these goa ls }(c ) supervision and control actions t o  

fa c i l ita te  goal achievement and (d ) possible indicators o f 

performance.

The goals have been broadly stated. For a specific  

co-operative or other in stitu tion , one would need to bo more 

spec ific  in stating the goals, supporting actions and consequently. 

the indicators or meastires of performance. I t  may be observed 

that the goals fa llin g  under categories A and B, that is ,  

economic and social goals respectively, are in tr in s ic  in that 

they are embodied in the objectives of the co-operative units 

and th e ir members. On the other hand, goals in  category G, 

that is  Government goals with respect to  the co-operatives, 

are extrinsic* Although this la tte r  oategoiy o f goals does 

contain some aspects o f members* goals, they can be considered 

external to a very large extent because they are primarily 

the goals of the Government,

1«3*4« Supervision, Gontrol and Performance

We have seen above that supervision afid control are 

institu ted  in  organizations because they are considered 

capable o f improving performance. For instance,, i f  the 

supervising machineiy ensures that proper financia l control



procedures are i^ollowed, tuineoessary losses and mis­

appropriation may be avoided. The members should then 

receive a higher income. In such a oaEe,they v a il have 

achieved one o f their goals fo r  joining the co-operative.

Any other action of supervision and control, can.in 

sim ilar manner improve performance. Supervision, control 

and performance are therefore operationally interlinked.

Which is  whj- unless carefu lly done, supervision 

and control can result in  poor performance. For instance, 

the Department of Go-operative Development could insist 

on lengthy procedures that unnecessarily absorb workers* 

time to the detriment o f serving the members expeditiously,,

The quality of supervision and control being uzercised 

upon the co-operatives is  a v i t a l  aspect o f the present 

study.

In  Table 3  ̂ attempt has been made to present the 

linkages between institu tiona l goals and possible supervision/ 

control actions and performance indicators.
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C H A P T E R  2

2. THE HISTORY OF TEIE GO-OPERATIVl! MOVEMEM' IH KEMA

2,1, Fre-Independenoo Period

A brie f h is to r ica l excursion seems useful fo r  the 

better understanding o f some of the socio—eoonomio developments 

o f the country* As everyone knows, Kenya was a British 

Colonj’- which offered  Europeans, in  partictilar Britons, an 

opportunity to se tt le  away from their countries. The 

Colonial Government’ s p o lic ies  were accordingly tailor-made 

to suit the interests o f the minority s e tt le r  groups in 

the f i r s t  instance. Included in these po lic ies  were the 

alienation o f land from the original communal ownership of 

the indigenous population. With the whites' alienation of land, 

i t  became necessary to open up the hinterland of the colony 

to both a prosperous commerce as well as a smooth administra­

tion , There was, however, as yet a lack o f a communications 

infrastructure. The Kenya/Uganda Railway was then bu ilt and 

completed in 1902 to solve this problem. This railwc ;̂  ̂ cut 

across some of the country’ s best agricultural lands which 

subsequently became the preserve o f white settlement and 

development, to the chagrin o f the hatives’ who were now 

confined to agricxilturally marginal lands. As i f  that were 

not enough, the Africans were not allo^-jed to grow scheduled 

crops l ik e  co ffee , tea, s isa l, pyrethrum, etc. An ^b iva len t 

eoonoirgr was being deliberately promoted in  Kenya, As the 

s e tt le r  community was prospering, the indigenous communities were 

being condemned to  a stagnating subsistence agriculture.

Hence, when the f i r s t  co-operative association was 

founded and registered, under the Companies Act in 1908' ,̂ 

i t  was mainly to provide common dairy and other agricultural

See Directory o f Go-operative Organisations, A frica  South o f Sahara, 
ILO, Co-operative Information Supplement No,3, Geneva, 1975



production fa c i l i t ie s  and services to the white se ttle rs . The 

Colonial Government rccognized the potential of co-operative 

farmer-nssociations as tools fo r oven more accelerated 

agriciiltural devolopmont. Needless to add, the farmer was 

defined to mean only the white s e tt le r  farmer*,

Then in 1931» the f i r s t  law to spec ifica lly  govern the 

reg istra tion  of agricultural co-operative societies was 

enacted. Those associations formerly registered under the 

company law were subsequently registered under this new law, 

thus becoming incorporated as co-operative societies as w ell.

I t  would appear that oven by this time, the negative paterna­

l i s t i c  attitude of the colonial administration regarding the 

development of the African peasnntiy s t i l l  prevailed since

the Co-operative Societies Ordinance, 1931, did not include
4them • At this stage in  Kenya*s development, the government 

feared the strength of p o lit ic iza tio n  of the African masses i f  

they were allowed to group in formal bodies lik e  co-operatives^, 

A gradual but basic change in  government policy was la te r  seen 

between the la te th ir t ie s  and the Second World War, then, 

res tr ic tion  on production of scheduled crops v.;as relazed and 

exceptions were made fo r Africans to grow them^, thanks

4 Maini, K,M, Co-operatives and Law with emphasis on Kenya, East 
A frica L iterature Bureau, Nairobi, 1972, p, 3

 ̂ An example of the nationalist ro le  played by co-operatives in  the then 
Tanganyika was given by l»Ir, P, Bomani (then Tanganyika*s Ilin ister 
fo r  Agriculture)aJid quoted by poul W. Westergaard in  '’Co-operatives 
in  Tanzania as Economic aJad Democratic Institu tions" in Widstrand 
C-G(Ed), Co-opera±ives and Rural Development in  East A frica, 
Scandinavian In stitu te  o f African Studies, Uppsala, 1970, P*128
Needless to mention,the white se tt le r  farmers wore b itte r ly  opposed 
to this poliqy change. Although their ezpressed feax vjas poor crop 
quality from African farms, their actual fear was the potential 
danger o f competition from African producers.



particu larly to tho situation brought about by tho wrj-s.

1944 "tho Afric£Uis had forged their way into cash crop farming 

and were now producing substantial cjuantity of good quality 

co ffee . As this meant a considerable income ifas flowing into 

the pockets of these farmers, i t  became necessary to include 

the Africans in to the co-operative marketing set-up.

Based on reooramendations o f the Campbell Report: ( 1944) ,  

the Co-operative Societies Ordinance of 1931» was amended 

■pyjthe Co-operative Societies Ordinance o f 1945* This 

Ordinance allowed Africans to participate in productive 

agriculture through their own co-operative societies. In  

order to fa c i l ita te  the implementation o f the puarposes of 

this Ordinance, a Department of Co-operatives headed by a 

Registrar of Co-operative Societies was institu ted as ah 

instrument of th e ir  promotion. I t  was now envisaged to erase 

the dichoton^y hitherto encouraged, between production and 

marketing, whereby the Africans only produced a few crops 

whilst white se ttlers  produced and marketed a l l  and aAiy 

agricultural produce# I t  may be pointed out, however,that the 

ve iy  f i r s t  African co-operatives were mostly "eggs and poultry 

c irc les ” in itia ted  by women and concentrated mainly in  

Western Kenya, Soon, however, African co-operatives would be 

given further catalysm by the so—called Swynnerton Plan, I t  

is  conceivable nevertheless that the real aim even then was 

to prqvide some sort of ready—reckoner to monitor the 

a c t iv it ie s  and whereabouts o f the African in  view o f the 

rimblings which la te r  fla red  into the Mau Maurevolt. A ll the 

same i t  is  a fact that from just before the state o f emergency 

was declared in the colony, the number of registered co­

operatives grew fa ir ly  rapid ly. Whereas in  1947i example, 

there was,a to ta l o f only some 10 registered and active 

soc ie ties , ten years la te r  their number had risen to 285,

This trend o f steady r is e  continued through the la te  

f i f t i e s  to early s ix ties  when a very steep r is e  was 

recorded. Unfortunately, most of those newly registered

ooi-operativcs did not survive fo r long,- Many of them fa iled



and were liquidated* The large number o f fa ilures and 

liguidation£3 at this early stage of co-operativo development 

can be attributed to the follow ing reasons, in ter a lia ;~

1. Lack o f su ffic ien t funds, fa c i l i t ie s  and 

qualified  personnel in  the Department o f 

Co-operatives required to translate the 

intentions o f the new policy in to firm 

purposej

2, Over-enthusiasm by the few available oo— 

operative department functionaries in 

starting co-operatives even where fa ilu res 

were imminent;

3« Lack o f su ffic ien t in it ia l  preparation o f 

the potential co-operative members to 

fu lly  appreciate the values of market 

productionj

4* Rampant tendencies of misappropriation and 

mismanagement o f co-operatives by those 

appointed to manage or elected to manage­

ment committees,

2m2, Post—Independence Period

Kenya won her independence in  1963* The"new state, 

aware o f the dire need o f the majority o f the Kenya people 

fo r  land, adopted a development philosophy based on the 

values and.principles inherent in the traditional African 

l i fe - s ty le *  Hence Sessional Paper No. 10 o f I 965 on ’‘African 

Socialism and its  Application to Planning in  Kenya” together 

with the objectives contained in  the orig ina l K,A»KroU,

TKAMJ mean0- the Kenya African National Uni on. Party* I t  formed the 
f i r s t  Government o f independent Kenya in I 963 and continues to 
rule as the de fa c to , solo p o lit ic a l party in  the country.



manifesto, have both formed the corncrstono of d e v G l o p m c n t  

planning and po lic ies in indopendont Konya, In  both these two 

documents a n d  the subsequent d e v e l o p m e n t  p l a n s  a n d  strategics, co­

operatives arc soon as very important tools for development. In 

fa c t, in  the Sessional Paper No, I4 o f 1975i "fche Government expected 

that "co—oporativcs w ill increasingly oontinuc to be powerful tools 

in mobilizing the natural^ human and financial resources fo r
9

national development" , Cle-arly therefore their number was 

expected to increase.

As the graph below evidences the number of registered 

soc ieties  actually rose from 84O in i 960 to 1740 by I 966 and to 

over 2000 in 1972. This increase by leaps and bounds can be 

attributed to the very large number o f societies which were started 

in  pursuit o f fu l f i l l in g  Government land and settlement po lic ies 

at independence in  1963, Some of those societies were started by 

p c lit io ian s  without any regard to th e ir economic or socia l v ia b il ity .

Soon i t  vas realised that"i^i spite o f this rapid increase, 

the performance of the co-operative movement as a whole has not been 

an unqualified success. I t  has been faced with a variety  o f set­

backs including lack o f in tegrity  on the part o f some union and 

society committee members and employoea , , . , " ^ .

A review of the Government po lic ies  in  ligh t o f such 

problems resulted in  two important developments. F irs t ly , the 

Co-operative Societies Ordinance, 1945 which, oddly enough, had 

survived the country»s independence, was amended by the Co-operative 

Societies Act, I 966, This Act, strangely enough, added to the 

Commissioner fo r  Co-operative Development's already vast powers in 

the areas o f registration , supervision and control of co—operatives.

......................
See Sessional Paper Fo, I 4 of 1975* P»5 paragraph 3.9* Also KoJiya 
Government, National Co-operative Development Plan 1976 ^ I 98O p, I 6 
paragraph 3*14 .

Q
Keî ya Government Sessional Paper No, 8 of I 970 on "Co-operative 
Development Policy for Kenys  ̂p. 1 paragraph 2,
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I t  is,however, por'tincnt to reca ll that at about that point in

times the ’'lo rd ic  Project fo r  Co-operative Assistance to Kenya"

had been negotiated., Secondly., a deliberate move was made

toward consolidating co-operatives so as to improve their

tota l impact on national economic development, A more

cautious approacli to co-operative development led  to a

massive weeding out operation in which the number dropped

from aver 20CO registered in  1972 to I I 40 active in  1973*

Thus during' the 1970 1974 national Development Plan period,

the policy was changed in  accordance with the Government’ s

re iterated  intention "o f developing viab le primaries on a

multi-commodity3 mt4 ’ti-'Purpose pattern,, so that the one

v il la g e  society may} in  the long run, meet a l l  the economic
"10needs o f its  member

Go-oporatives in  Kenya operate on a three t ie r  structure. 

The individual members f  ..rTO the primary societies xvhich in 

turn a f f i l ia t e  to d is tr ic t  or commodity co-operative unions. 

These unions or secondary societies and some large primary 

societies a f f i l ia t e  to the Kenya National Federation of 

Co-operatives (KI'IH’G) tvhich is  the national co-operative apex 

organization.T Besides^ there are some s ix  country-wide co­

operatives dealing with specific  co-operative a c tiv it ie s  and 

which are also a f f i l ia t e d  to the KIIPGo

2*3e Co-operatives Impacts on the country and eoononiy

According to the 1975 estimates* the population o f Ker^a 

currently stands at abouii 12 m illion  people. At an average 

growth rate of 3̂  per annum, this is  expected to reach a 

staggering 14 m illion  people by I 98O0

The distribution o f this population over the. to ta l 

area o f the coontiy is  not unifcrm* Nearly two thirds of 

the to ta l area o f  ^ti2^645 sq-kmso is  arid or semi—arid 

land which can only support a small population. The 

remaining one tiaird is  where the bulk of the population is

op, c i t ,  p, 3 paragraph 11



concentrated. Of the present tota l population the urban sector 

has approximately 20  ̂ whereas the rural sector has 80^, In  other 

words, some 9*6 m illion  people liv e  in  the rural areas* However, 

to ta l national co-operative membership in a ll types of co-operatives 

was only 622,000 in 1975^^» This was only 5 * ^  o f the to ta l 

population and is  a strikingl^r small figure in  view of the fact that

Kenya’ s policy is  to promote agricultural development mainly through 

the medium of co-operatives* However, given the fact that only the 

head o f a family is  registered in the books o f co-operatives as a

member, and assuming that each agricultural peasant family

averages 8 people, the actual number o f inhabitants affected 

either d irectly  or in d irec tly  by co-operatives would to ta l 

approximately 4 j976fOOO people, which is  just above h a lf o f the 

to ta l rural population o f 9,6  m illion (by I 975 figu res ).

As already stated above, the development o f a strong

co-operative moveijient i t  was righ tly  thought, could be

instrtimental in increasing the incomes o f Kenyan peasants by

^'performing functions o f processing and distribution on a large

and more e ff ic ie n t  scale than would be possible fo r the individueil

grower and, giving him a share in the p ro fits  associated with

these operations rather than le tt in g  them acrue to private 
12middlemen", A fu lle r  impact o f co—operatives on the produption 

and handling of the major agricultiiral cash crops i . e .  co ffee , 

dairy,- pyrethruxn, BUgar>-cane and cotton, may be gauged from 

tables 7 'to 9 appearing on appendix 2 hereto. I t  w il l  su ffice  now, 

merely to note that in  1973 , coffee contributed a to ta l o f 6, ^  to 

the Gross Domestic Product while at the same time carrying 29Ĵ  o f 

the to ta l value o f exports^^.

S im ilarly, in  1975 'the to ta l national dairy cattle 

herd numbered approximately 500»000 producing about 400 m illion  

l i t r e s  o f milk annually whida meant a gross income

See Appendix 1 on Distribution o f co—operatives and members 
according to Provinces and showing 5$ annual variations,

12 National Co-operative Development Plan, 1976 — 80,
Ministry o f Co-operative Development, PolSj paragraph 3.4«

National Co-operative Development Plan, op, c it ,  pp,21 -  23.



of more than shs»300 m illion , 4^  o f the tota l herd in  Keriya 

belonged to the small-scale farmers, 3-^ to the large 

soale and lî o  to the settlement farmers, Qn the rather 

plausible assumption that the small scale and the se ttle ­

ment farmers v ir tu a lly  belong to co-operatives, the co­

operative members owned over 60  ̂ of the to ta l herd,giving 

co-operative marketed milk a tota l net turnover o f 

shs, 78 million^"^. But i t  is  in pyrethrum that co-operatives 

have their bij-ggest and proudest share o f the market. Since 

1970 to date,the co-operative market share o f pyrethrum 

v is -a—v is  national tota ls  has been nearly constantly above

As opposed to .th is  impressive, record, bugarcane co­

operatives could betwoon I 972 -  75, only manage a 2 7 ,^  o f 

the sugar-cane production,the rest being produced tjy the 

nucleus estates o f the m ills and by large scale outgrowers.

F in a lly , since most cotton is  grown and marketed (annual 

average 74ŷ  of t o t a l ) , mainly by the small farmer co-operative 

soc ie ties , i t  can be said that this is  one area in  which the 

co-operatives have weathered the storms despite ve iy  h ostile  

and heavy odds. However, to give balance to the 00— operative, 

i t  should also bo borne in  mind that though agricultTire and 

agricultural co-operatives continue to dominate Kenya*s 

national and co-operative econoiny, e ffo r ts  have been made to 

d ivers ify  co-operative a c t iv it ie s  into housing, consiuner, 

savings,and credit, mining, building and construction, etc* 

However, the o ve ra ll.00— operative share o f the national (1976 

provisional)GDP o f shs, 25,067 m illion , was approximately. 7*8^ 

The movement could have commanded a higher contribution. I t  

is  capable o f doing so*

National Co-operative Development Plan op .c it . pp. 2 0 -3 4  

Ib id  pp. 26 -  34



C H A P T IS K 3

3. INTSRWAL SUEIUVISIOW

In  Chapter 1, we already saw that supervision and control arc 

not only mpjaacement functions but.that they may be exorcised from 

within or without an organisation. Under this chapter we are look­

ing at them as exorcised in ternally and the parties concerned are: 

members of society, coramittee members, co-operative employees, the 

Unions‘ including KNPC. Each of these supervising and controlling 

parties w il l  be looked at in turn.

3 ,1< Supervision and Control by Members

3*I . !• In  a Primary Society

Members o f .v. oo-oporativc occv.yj a very uniqae.position 

in th e ir organization. As shareholders they ox-m the society. But they 

are also it s  d irect patrons. Prom both standpoints they should have 

a particu larly close in terest in what goes on in their society.

Because of’ the ir large number, hov?evcr, they cannot each take part in 

running of the daily a ffa irs  o f the enterprise. Their participation 

is  therefore possible only through delegation. But this delegation is  

given on the express understanding that t)ie supremo rutl.ority o f a

registered society shall be vested in the general meeting o f members 

at which every member shall have the rights to attend and vote on a ll  

m a t te r s * - ‘^^,The log ic  behind this rule is  that whereas daily functions 

can and often are delegated to either the Committee or Management 

o f the society, by virtue o f their supremo authority at general 

meetings, the momberB oan ca ll to question and even put aside, any 

action o f the Committee or management which to them appears unwarranted. 

That is  democracy at work. This priiiciple o f democratic control 

further means that when voting or deciding an issue, a member’ s 

position in or outside the co-operative is  irrelevant; each member 

has only one vote. However, i t s  proper and successful exercise 

depends on several variables. For instance, do the members know 

the purpose o f their organizationj its  working machinery and their 

rights and.duties? I t  might also require some technical knowledge on 

their part.

Rule 24 o f the Co-operative Societies Rules, I 969,



For instance, altliough the study rovcalod that over of 
of the members interviewed, were l i t e r a t e , ( and in  fa c t 43?;̂  o f them had 

had 2 to 12 years o f education) and further that 6 ^  o f them had 

attended co-operative member information days, not less  than 5 5 ,^  

o f them did not understand the f in a l fvccounts and balance sheets.

Add the fa c t that members arc seldom , i f . .a t  a l l ,  . given tlieso 

doovments early enough so that they can seek the necessaiy advice 

and explanation w e ll before meetings take place, Sucli a hajidicap c ith er 

makes members lose in teres t in  th e ir  soc ie ties  or i t  leads them to 

stispioion and s ilen t opjDosition to the committee members ajad sa laried  

employees. With time the suspicion soon explodes in to  open oonfro— 

ntation  between the comiiiitto and members and the la t t e r  become both 

anxious and inyopic, wanting only to be to ld  that the socicty made 

surplus or else they vote out the committee. On the other hand, the 

lack o f  information about society  a ffa irs  renders innocent members 

vulnerable to manipulation by c ra fty  individual se lf-seekers  who 

use factions w ithin the society  as power bases.

Conversely, where the members know and are prepared to  

exercise th e ir  democratic r igh ts  they are fru stra ted  because general 

meetings are not held regu la rly , usually under the pretext that 

f in a l accounts have not been audited. While i t  is  true that in  

many cases accounts take fa r  too long to be audited, the members, 

should s t i l l  be informed o f the fin an c ia l s ta te  o f th e ir  soc ic ty , 

even i f  th is means c ircu la tion  o f unaudited accounts to them. There 

is  eji obvious danger in, th is  suggestion as members may c lin g  to  

unauthenticated fig o res , Nevertheless ^jith the current practice 

o f  having in terna l auditors in  business,organizations the suggestion 

is  not a ltogether w ild , llore oo rreo tly , however, we hold that as 

there i s  nothing s ta tu to r ily  lin k in g  e lections with the presentation 

o f audited acconnts,- e lections should s ta tu to r ily  be held say three 

months a f t e r  c lose o f  fin an c ia l year, audited aocotmts or no audited 

accounts.

Member in te res t rnry be fu rther dampened by the fact that 

many so c ie tie s  f a i l  to^ d e liv e r  the goods**, Marketitig~oo<K)peratives 

have o ften  had a chronic problem o f transport w h ilst consumer co­

operatives arc a f f l ic t e d  t-rith shortage o f goods, p ilfe ra g e  and 

embezzlement and savings and c red it soc ie tie s  face problems o f 

th e fts , not to m en tion 'pa rtia lity  in  loan granting.



In  the ligh t of the foregoing, did the members thinic that the 

ro le r jid  services currently poorly undertaken by co-operatives 

could be more e ff ic ie n t ly  provided by any other institution? Odd 

as i t  seems, the members were fa ir ly  united in refuting the 

sixggestion. Part of the reason fo r  this seemingly contradictory 

position may be that despite d if f ic u lt ie s ,  delays and other frustra­

tions, members’ expectations are met by and large. In fact 60  ̂ o f 

the membcp-respondents said their expectations were met by their 

soc ie ties . Members should, hov^ever, be Informed of the contents of 

their society by-laws, the Act and the Rules, through increased 

member information days. As an adult retains or romombers'. moro. o f what 

ho does, themes to be covered at member information days could bo 

actcd or role-played. The plr,jrs would at the same time be enter^- 

tainmcnt fo r the members and the ir fam ilies.

In  a Sccondary/Apex Society 

A.S mentioned alreadj?" under chapter 2 , primary societies in 

Konya form (secondary soc ie ties , i « e , )  d is tr ic t  or commodity co­

operative unions or (tertia,ry oo—operatives, i . e . )  commodity ajid/or 

national co-operative apexes. The idea o f some societies being 

a ff i l ia te d  to another co-operative is  that such a f f i l ia t io n  xiould. 

lead the co llec tive  membership, to the economies o f scale. Prom 

the perspective o f democratic control, the a f f i l ia t in g  members own 

thoir union or tertiary society. Naturally in  decision-making the 

members o f the national secondary and tertia ry  co—operatives operate 

through representation at the Annutil Delegates* Conferences or 

Meetings at which thoir oommitteos are elected. Particu larly in  

the case o f the tertiary or what the Kenyan co-operative lega l jargon 

calls "apex societies'*, such elections are invariably ritua ls  that 

are not elections in  a ll but ncjne. The occasion usually is  fo r  

announcing known winners. L it t le  wonder then that practica lly  a ll 

these country-wide societies year in , year out, continue to accommo­

date "representatives” long uprooted in  their society bases from 

leadership positions.



As i f  this were not enough, a good proportion o f the Board 

o f Directors o f v ir tu a lli ’ a l l  these co-operatives is p o lit ic a lly  (? ) 

nominated T?y the llin is tcr o f Agriculture, Co-operative Development 

cr FinrJico, as applicable, Moreoverj where ■'elections'' are 

conducted, practice has ?ri.lled i t  that senior employees o f those 

apex co-operatives between themselves servo on the boards of these 

soc ie ties . This is  not necessarily bad. I t  does, however, tend to 

insulate these seasoned co-operatore from payin,2 closor attention 

to tho complaints or problems o f their a f f i l ia te s .  I t  also mi ĵht 

mea4 some back—patting between these employees since the one who 

happens to be on the board of the other also has the other or a 

cipee friend of the other on his board! Conceivably, ''b e llin g  the 

cat" xn such a situation becomes understandably d if f ic u lt  and i t  

would be miraculous i f  lethargy did not fo llow .

I f  election and general meetings are some o f the Tfeapons 

the a f f i l ia te s  have fo r  controlling tho a c t iv it ie s  of th e ir society, 

the la tte r  is  i t s e l f  Gspcotod to supervise and control i t s  a f f i l ia te s .

Under Section 9 of the Co-operative Societies Aot, I 966, 

the Commissioner, i f  he is  conv'nced that i t  is  in the in terests of 

the members so to do, may require a registered society or societies 

cither to jo in  an existing higher society or to form one as 

appropriate» This provision does appear to offendj in  le t te r  and 

s p ir it , the co-operative princip le of open and voluntary membership 

but i t  io  beyond the purpose o f this study to pursue the point.

Su ffice i t  to say that, economies of-iGalo d e fin ite ly  prompted the 

insertion o f Section 9» the corollary of which is  Rule I 4 (o f  the 

Co-operative Societies Rule, I 969) by which every tinion is  required 

to provide to it s  a f f i l ia te s  certain CEl'TTRALIZED SERVICES, nptably 

marketing, transport, education, book-keeping and accounting,.bank­

ing, employment of "graded s ta ff” , bulk purchase o f stationery, 

equipments and merchandise, etc*-!^

The provision o f those services by a co-operative automa­

t ic a l ly  means that i t  has authority to supervise and control 

those receiving the services. The requirement o f centralization 

of each of these services had a rationale;

*Appendix 4 hereto, gives a fa i r  overview of these services..



(a ) Ed.ucntion t Traininf^; Education is  a liborn ting process 

and tra in ing a fa c ilita tin g - schemG but tho two arc in terlinked , 

Hovjover, in  East and Central A fr ica , co-opcrativc education is  

used in  connection with merabor information w hilst tra in ing is  

ro la tcd  to the acqu isition ' o f sicLlls by co—operative cmployoGS 

only. The reason fo r  cen tra liz in g  tho education and tra in ing 

serv ice  stems from tvjo bases. F ir s t ,  being tho national co~ 

operative apex, the laJFC along with tho Commissioner's o ff ic o  and 

the Co-operativG College authoritios,work out a co-operative 

education and tra in ing programme that su its the co—operative move­

ment from the standpoint of a l l  the three pa rties . Standards can 

therefore be maintained uniform and high enough. Secondly, 

because o f the desire to maintain high and uniform standards, the 

fin a n c ia lly  weaker co-operatives need to be helped sponsor th e ir

fo r  various courses« In  th is regard tho rmions through 

th e ir  education and tra in ing  vo tes , sponsor the "gradeds t a f f ” 

candidates who qua lify  fo r  tra in ing or education at the Co-opera­

t iv e  College, On the other hand, where®co—operative union is  

f in a n c ia lly  weak, the Kl'JPC or the College normally o ffe rs  bursaries 

to th e ir  candidates. In  th is way v ir tu a lly  any co-operative is  

a fforded an opporiunity o f education and tra in ing fo r  th e ir  manpower.

So fa r  in  fact, the rocoi^  o f s t a f f  tra in ing w ithin the co­

operative movement has been fa i r ly  impressive. The only problem 

has been that the turn-pver o f trained s ta f f  has been alarmingly 

high. This is  lik e ly  to continue as long as salai?ies, p a rticu la r ly  

in  the professional ca tegories , remains low in  comparison, fo r  

instance, to what private industry pays. An ob jective  salary 

structure re la ted  to turn-over, would perhaps stem the tid e  of 

departures fo r  greener pastures by co-operative employees. Other­

wise co-operatives w i l l  continue to be tra in ing  grounds fo r  others.

On the other hand, in  the f ie ld  o f member education, 

inimblings were heard that national committee member seminars at 

the Co-operative College did not take the committee members and 

th e ir  ro les  seriously enough in  terms o f the subjects taught and 

the manner o f teaching. Moreover, study tours and regional



committee member seminars were a lleged  to be the preserve of members 

o f the KIJFC Central Committee and th e ir proteges or parochial 

fr ien ds in  the d is t r ic t  co-operative unions, KNPC would do w e ll 

to  d ispel these complaints -  through the IVISHIRIKI newspaper and at 

i t s  next annual or other general meeting,

(b ) Employmont of graded s t a f f ; ̂ ’Graded s t c i 'f ’ is  a term 

used to describe the primary society employees whose sa laries 

are above a certain  minimum. Such employees are required to be 

under the employ of the co-operative union to which th e ir  soc ie ties  

are a f f i l ia t e d .  I t  is ,  o f course, understood, even i f  at times 

contested, that these employees are subject to deployment w ithin 

the ju r isd ic tion  of the union, as the union i t s e l f  may see f i t .

This arrangement th eo re tica lly  ought to have the fo llow ing 

advaitages; ( i )  there ought to  be no parochial considerations in  

recruitment o f s ta f f  ( i i )  no cardinal post roiarlnod vacant

( i i i )  the r igh t man, h is  non-professional, or acadomic back,:,Toand 

aside, got the job and ( i v )  the employees are therefore given 

some sort o f security o f employment and as such should perform 

th e ir  duties without le t  or favour^ In  case o f genuine d is­

agreement between any s ta f f  members in te r  ae or l^^woon 4 ii« »  *iad the 

committee or members, the disagreement can always be resolved by 

the transfer to another society  or duty-station o f the employee 

in question.

Such transfers may also be necessary to obviate situations 

where employees build th e ir  empires due to long service and 

fa m ilia r ity  in  a given so c ie ty/ lo ca lity . Also collusion  between 

s ta f f  and committees or even corruption o f s t a f f  in ter se could 

be avoided by the trctnsfers. Unfortunately, however,, not a l l  

co-operative unions have cen tra lized  graded s ta f f  employment. 

Moreover, some o f those that have centrali25ed the service find  

opposition from some a f f i l i a t e s  whose Committees consider the 

cen tra liza tion  a derog'ation o f th e ir  powers and lo ca l importance.

Strangely enougii, whilst nearly a l l  union committee 

members welcomed the union's power to appoint graded s ta f f  fo r



th e ir  primary a f f i l ia t e s ,  no less than Î jo o f them bccanic 

comradcs-in-arms with the primary so c ie t ie s ! committee members in  

opposing the idea of estab lish ing a co.mmon co—opcrative sorvicc 

machinery fo r  the whole country, Eou^vor, apart from the comfortable 

to ta l committee mcmbcr-*ratie (66^) in  favour of a common 

co—opcrative servico body, i t  may be observed that quite a good 

number o f those supporting the idea were the more a rticu la te  

members o f these oommittoes.

(c ) Purd.io.sc o f Stores fo r  resa le ; This is  the most 

emotive o f the centreJized sorviaes. Emotive partly  because i t  

could be the most lu cra tive  business fo r  co-operativcs and partly  

because i t  is  eas ily  among the most disappointing. Most o f the 

disappointment orig inates xvith KHFC. The apex bod̂ r is  the major 

supplier o f s t a t io n e r y o f f i c e  equipment and a l l  other m e r c h a n i i i D O  

requirements o f the co~operatives. Prom 1974 the Kl-IPC was in  

addition expected to be not only a d irect importer o f f e r t i l i z e r s  

and farm olionior.ls, the co~oporatives had wanted and expected 

the KHPC to be their ch ie f i f  not sole supplier o f a l l  farm inputs. 

The KNFC under th is expectation would s e l l  and d e liv e r  to  the iinions. 

The la t t e r  would then s e l l  aOii, d c livor to t lio ir  a f f i l ia t e s  which in  

turn would suppler th^^ir inJ.ividual members under a production cred it 

scheme.

But to work e f f ic ie n t ly ,  th is arrangement postulates some f iv e  

or so conditions at l e a s t ; ( i )  the farm and o f f ic e  requirements o f 

the co-operatives are ordered with the KHPC in  good time ( i i )  the 

IQIPG must be able to supply such requirements in  the righ t 

quantity and sp ec ifica tion ! ( i i i )  the d e liv e r ie s  o f the orders 

must be made at the r igh t time and places ( i v )  payments fo r  

orders are e ith er hypothecated or made p r io r  to de livery  o f orders 

and ( v )  the ultimate p rice  to the individual co—operative or 

co-operator would be reasonably "cheap", l<ftiat we found out in  the 

f i e ld  is  that orders are made with the KNPC fa i r ly  w ell in  

time and are e ith er prepaid fo r  or are in variab ly  hypothecated 

against some expected rece ip ts  from the sa le o f some agreed 

and de livered  produce. Y et KHPC had apparently consistently



seldom delivered tho right quantity cuid specification  o f stores 

fo r  resale at the right time and place* Orders were in  some 

instances lû ’-ioroasly delivered some several months a fte r  the 

soason/noed. Worse still,pi»ife©^'^cfeQ3»f;x5cl- were not materially 

d ifferen t from vjhat private suppliers/traders charged, Tho 

en tire KKPC stationery and merchandise businesses were quite 

tmderstandly very mucli despised by tho unions, primary co­

operatives and by individual co-operators.

Of course Kl'IPC had some fa ir ly  good reasons fo r  some 

o f the ir procurement problems which in  turn aggravated or at 

least undermined their a b ility  to "delivor the goods". I t  was, 

however, d if f ic u lt  to find any good reasons fo r  the small 

insurance business tho.KMFC trotjoixrtod fo r  i t s  a f f i l ia te s .  Even 

public iljrfor and information about i t s  sorvicos do not seem 

to be strong points with KNFC, For, whilst 9 ^  of the societies 

wo v is ited  had insurance po lic ies  of one kind or another, only 

2 ^  o f them bought the ir p o lic ies  through the KNPC Insurance 

Agency.

(d) Accountancy Services; Uo modern business organization

can operate c ff io io n tly  without maintaining basic business records.

To do so implies h iring of qualified  and competent accounts

personnel. Accountants are, however, very expensive to train  and

to maintain on the job. That is  a problem facing tho whole country
17in common with many other dcvolopinf countries.

As already pointed out whilst discussing the graded s ta ff  

establishment service, i t  was hoped that the sorvice would lay the 

foundation fo r  an e ff ic ien t book-keeping, accounting and financial

17For the position  within the Region’ c co—opcrr.'fcivc scctor, see fo r  
instance, Verhagon Koonraad,,Roport of a Survey on High Level Manpower 
Training Needs and Fac ilities^  ICA Regional O ffice , 1975, Table 3 
P. I I  -  3*



control so ivicc not only fo r  the 'onions ■ bat also for their 

primary eccioty a f f i l i - t o s .  Actual f ie ld  situation is ,  

however, very d ifferen t. Budgets are seldom prepared, or prepared 

in  tim e ,if at a ll .  Ifliere prepared — time aside -  they arc hardly 

over used. Just as vicll perhaps beoausc the income side of most 

budgets is  more often thoji not overstated in vievj of the fact that 

the Commissioner vjon't approve a d*:>ficit budget and everyone wants 

to impress with his ^surplus". T ria l balances are even roJ’er in 

production and use and, of course, trading accounts are post— 

morten ritu a ls  lo f t  to the "external" auditors to perform.

In such a situation i t  should bo l i t t l e  wonder i f  co­

operative businesses do not prosper. For they lack even the most 

basic financial and other resource controls. Portooa'fcely, both 

the Commissioner and the Co-operative Committee members seem to 

be a live  to this problem. In  one of his circulars to his f ie ld  

sta fS  the Commissioner drew the attention of these o fficers  

to the frequent number of oases whereby the posts of Union 

Accounts Supervisors (equivalent to the corporation internal 

auditor) have remained vacant fo r long periods This view

i f  allowed to persist, w ill turn out to be most detrimental 

to the standard of rocordin-j and accounting." Despite the 

awareness of the Commissioner and committee, the standard of 

performance in this f i e ld  appears to be perenially poor. The 

fo llow ing was a comnion complaint in the audit reports we perused,

"The standard o f book-keeping continues to be poor from 

year to year. Ife are again advising that the committee o f the 

socicty should take immediate action to ra c t ify  this state of 

a ffa irs . The present s ta ff ,  as reported (on) in  the last year, 

should take the recording of the various transactions seriously 

and supervision over their performejico should be in ten s ified ,”

The problem is  that the committee do not fe e l su ffic ien tly  

capable of supervising their professional personnel. The ro le and 

importance o f the often v a c a n t p o s t  of Union Accounts 

Supervisor then becomes even more glaring and urgent.
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(e ) This service was to link  with the operations

of the Co-operative Bank.

As the banlt was expected to pass through a d if f ic u lt  lacta­

tion period, i t  was thought pragmatic that d is tr ic t  unions would 

"act" as its  branches by providing the members with fa c i l i t ie s  

for, f i r s t  credit and la ter , savings. The rural co-operative 

credit scheme took roots so fast and firm ly that its  f l ip  scheme, 

the savings scheme, has actually been a problem of a sort to the 

co-operatives and co-operators a like. There is  now so much liqu id ity

in the coffee co-operatives in  particular, that unless measures are

quickly taken to usefully invest the id le  funds, members* confidence 

in these institutions may receive some rude shocks. The Co-operative 

Bank o f Kei’iya must take the lead in finding a solution to this

problem. For a start, they could acquire the services o f an

Investments Manager, e ither permanently or on a consultancy basis.

As already pointed out elsewhere in  the chapter, i t  would 

appear that the d if f ic u lt  relationship sometim® existing between 

members and -bheir co-operative is  due to either absence or clogging, 

of double~way channels o f communication between them. For instance, 

not quite infrequently there is  h os tility  towards a co-operative union 

from i t s  a f f i l ia te s  because i t  is  "sucking" them by its  deductions.

As can be seen from the Appendix 3 table, the only non-specific 

expenditure deduction made by the union fo r  i t s e l f  is  the commission 

which is  supposed to cover its  administrative overheads fo r  

services/goods supplied. The others are deductions by or on behalf 

o f others. Yet because accounts are centralized and therefore 

produced by the union, a l l  the other deductions -  save the unpopular 

County Council Cess -  are usually attributed to the unions by 

their a f f i l ia t e s .  More information to educate the members and 

the public is  clearly called  fo r  here.

S im ilarly, in co-operative disputes, the KlIFC should 

prepare i t s e l f  fo r  a bigger and meaningful ro le . I t  can 

only play such a role i f  i t s  own image with the movement generally



and, i t s  a ff i l ia te s  in  particular, is  thoroughly understood,.

Unhappily, -fcho KKPG docs not soGm to roa lizo  that noono w il l  

blow its  timmpct fo r ito

3*2. Supervision and control by the Gonfnittoos

Though the ultimate authority theoretica lly  rests in the 

general membership o f co-operatives, under the principle o f dele­

gation,. the day-to-day direction o f the business of these organiza­

tions has been reposed in the elected comniitteos as the governing au­

thorities  o f these societies As such, the members o f the

committee should bo both knowledgeable and lite ra te  people. I t  

wouldi. be even better i f  they were e ff ic ien t and competent.

Sixty—fiv e  percent of the comrnitteo members interviewed had 

been in  the co-operative movement for over 10 years and they seemed 

knowledgeable on ( non-tcchniccl ) co-operative matters, 86^ o f 

them were lite ra te . Y et, generally spcalcLng, co llective  committee 

impact leaves a lo t to  be desired, . ip p a re n tljr , this stems from the 

fact that a majority { lO f j )  of them were generalist in  orientation and were 

therefore unwilling to accopt any qualifioations fo r  election  to 

the committee, Koroovor, despite the provisions of Rule 32 (3 )(b )^^  

some people continue to bo chairmen not only beyond three years 

but worse s t i l l  beyond their usefulness in  that position. Even
OQ 21dismissed co-op r^tiva criployccs ■" and debtors serve on

committees (some as chairmen) contrr^ry to the Co-operative Societies

Rules, 1969. What does a l l  this augur fo r  the co-operatives?

iS See Rule 34 o f the Co-operative Societies Ru les,' I 969, fo r detailed 
diUties o f the Comi^iittec, Also by-laws o f -various co-operative—types.

Rule 32(3)(b) requires that no person servos as chairman for over three 
consecutive years and that where one has been chairman fo r 3 years 
consecutively, he shall not be e lig ib le  for re—election  as chairman 
fo r  the next tvjo years unless the Commissioner has granted him prior 
dispensation to seek re-e lection .

20
Rule 33 ( 0) d isqua lifies a dismissed employee from being elected to the 
committee o f a co-operative,

Sim ilarly Riile 33 (k ) bars a member-debtor from being elected a 
committee member.



Several tliin/;s, some of which properly belong to the next 

chapter. But here i t  needs to be imr.oracorcd that the oonnittoo 

members seem to require not only more intensive co-operative 

education; they also deserve to be equipped with bacic manasoment 

tools lik e  the abc o f book-keeping and financieil control,personnel 

recruitment ejad management, loan procedures and conditions, 

production economics fo r various crops/itemsj marketing, sales 

forecast and supply schedules, etc. These topics can bo covered 

under a graduated, curriculumo

So long as the committee members are not introduced to

some basic professional knowledge and s k ills , so long w ill  there

oontinue to bo lack of rapport between them and the s ta ff and so

long w ill there bo no financial control, no smooth loan operations,

but rather mistrust, fr ic t io n , frauds, favouritism and misappriations
22and thefts. Per,in  terms o f their broad mandate , the committee 

members ought to be managers, by defin ition , Whicli leads us to 

the next category;- o f internal supervisors o f a co-operative*

3»3» Supei-vision/control by co-operative employees;

We have seen above that the committee members direct tlic day 

to day management o f a ffa irs  of a co-operative* D irectly involved 

in  the daily management chores themselves arc the employed s ta ff; 

the managing direptors or general managers, secretary—managers, chief 

aoootmtafiis oJad factory managers. Also the ir sui^rogates and 

horizontal counterparts* These are rea lly  the people who make 

an organization tick . These are the people who,for instance, 

recru it and deploy the ir operational s ta ff as e ff ic ie n t ly  as 

possible, prepare the budget and make i t  work through proper record­

ing, production of the t r ia l  balances ( fo r  comparison xvith the budget 

fo r  any deviations therefrom) and trading accounts or periodic 

p ro fit  and loss accounts. Those are the planners, the motivators.

In  short they are the animators of people and systems in  an

Rule 34, op, c it .



orgajaization, Thoir attitudes, cduontionnl and professional baci>* 

ground, G::pGriGnce as well as terms and conditions of employment, 

w il l  therefore inevitably ro flec t in the j^crformance o f their 

organization,'.

The co llec tive  p ro file  of the management sample we took in 

Keqyn was sketched thus: o f them arc on this side of 35 years,

4C^were at school for between 5 Q->̂d 8 years whilst 50^ attended 

secondary school (9 — 12 years). Only 10  ̂ went to school beyond 

12 years. In  co~oporative work cxpcrience, had experience 

ranging between 1 ajid 3 years whilst 405S scored 4 to 6 years* 

experience. A ll this implies that the majority o f these employees 

are young, recent school graduates who can be cxpected to remain 

highly mobile with their acquisition of better labour-market 

credentials and experience. The only insurcJioe against the majority 

♦- some people arc ro llin g  stonos come what —  of them s o o I d- .  

ing better prospects elsewhere is  to ensure that they have good 

terms o f service and congenial working environments,

A Ooramon Co-operative Service body fo r  the whole country 

might give the employees the security they need in  their jobs. But 

this is  both a tricicy and emotive remedy, deta ils  of which (e ,g , 

financing, constitution and manning, o tc ,) need to be pondered very 

carcfu lly , IJcanwhilG, however, the Gomraissioncr, alone or in
23consultations with the KHPC, should use his powers under Rule 40 

to set out the minimum qualifications, remunerations and other 

terms and conditions o f service fo r a broad, spectrum of graded 

s ta ff common posts. Needless to add, th is would neither be a 

tota l solution to the problem o f s ta ff turn—over nor to the 

problem o f general management o f the co~operative enterprises.

For, s ta ff  w ill s t i l l  find, their advice to the committee 

is  not always given due consideration ty i t ,  i f  at a l l ,  whilst the 

cocsiii^tea on the other hand w il l  sometimes find that their 

decisions are not or are improperly implemented. Indeed 4 ^  of our s ta ff

2\ u le  40 sta tes: "No graded employee o f a co-operative union sha ll 
be appointed ezcept with the approval o f the Conunissioner who sha ll 
f i x  th e ir  terras and. conditions o f s c rv ic e ,”



Ijatcrviowees registerod their disappointmGnt at the considoration 

given their advice, 2Ĉ  of the oommittee members reported having 

d if f ic u lt ie s  getting their decisions implemented. For the moment 

and the near future therefore, co-operatives in  Kenya m.11 continue 

to find themselves trapped inside a vicious o iro le  of high turn­

over o f competent s ta f f ,  poor calibre o f continuing s ta ff ,  fraud 

and machinations of s ta ff  and committee alike, not to mention 

ro le  o f outside schemers. Such a stalemate is  not necessary; nor 

should i t  be tolerated. The movement must rea lize  that i t  cannot 

eat i t s  cake and have i t  too; i f  the management role and function 

are appreciated, then manai’cment must be provided with the where­

withal to perform or fa c i l i t a te  their tasks les t the high ideals 

of oo—operatives f a l l  to naught by default, Ab one co-operator 

warned during an address to.a meeting of co-operators; "Co— 

operatives have high ideals. But they’ re generally poor business—
PA

men we need business s ta ff  — qualified  s ta ff -  professionals,”

”Cheap”management in the fin a l analysis is  therefore "expensive" 

in more than one sense. The aboVo words should therefore fo re ­

warn Kenyan authorities and oo—operators to start mendin^ their 

00—operative house. Else high s ta ff turnovers w ill  continue mi- 

abated thereby condemning co-operative management performance 

to the doldrums.

This is  a part o f Father Kioholns O’ Keeffe ’ s address to a meeting 
o f Newfoundland Co-operative Services on 24th June, 1974*



C H A P T E R  4

4. BXTERHAL SUPERVISION AID CONTROL

4*1* Raison cl'toiic o f External Supervision and Control

Supervision, we have seen, is  a necessary element in  the 

operation o f any organization. So is  control. However, as neoe— 

ssary elements o f a system, they are presumed and indeed intended to 

be native to an organization. Therefore, i f  and when outside or 

external forces must be brought to bear on the operations o f an organi­

zation, then we must acknowledge that either the co llective  welfare 

o f the group ponstituting the organization no longer guides it s  

operations or, maybe, because o f i t s  strategic ro le , the organiza— 

tion cannot, at any rate, be trusted to keep to i t s  ra ils  en tire ly  

on i t s  own steam.

In  view o f the cardinal role assigned co-operatives in  our 

Region generally and in  Kenya in  particu lar, as well as the disappoint>- 

ments which have been variously voiced about the co—operatives o f the 

countries constituting the ICA Regional O ffice  fo r  East and Central 

A frica , the presence o f external supervision and control apparently 

becomes necessary. Justifiab le or otherwise, however, external 

supervision and control work to ccmpromise the autonoB ŷ and freedom o f 

co-operatives. This chapter w i l l  therefore focus on operationally 

sanctionoil and unacnctionuC "interference" in  the a ffa irs  o f co­

operatives by forces outside the co-operatives at the ac'Ĝ C£;atoa 

le v e l. Id en tified  as prominent among these forces are the Department 

o f Co-operative Development, various crop authorities/marketing 

boards, the Ministry of Agriculture, county councils, po litic ian s, 

financia l institutions and foreign  aid agencies.

I t  is  to  be remembered that some o f these institu tions and 

groups derive the ir powers o f supervision and control of co-operative 

a c t iv it ie s  either d irectly  from the lega l instruments creating 

them (e ,g ,  the Department o f Co-operative Development) or in d irec tly  

through regulatoiy powers over certain aspects o f national economic



a c t iv it ie s  (e.ga Ministiy o f Agriculture and the various marketing 

boards/crop authorities). Or the influenoo might be simply the 

result o f a l:iv;r :rcliifccvl ordering or co-ordinating ro le between 

Government departments. Yet others wield influence because o f their 

positions in  society as is  the case with po litic ians and even foreign 

aid agencies. I t  is  always expected, however, that there should not 

be any frio 'tion  either between these organizations in ter se or 

between any or a l l  o f them on the one hand and co-operative functiona­

r ie s  on the other*

In  practice, however, a l l  sorts of fr ic tion s  occur due to 

several factors, in  company or alone; institu tional arrogance and 

r iva lry , inaarfcioulation in perception of tasks by the functionaries, 

empire-building tendencies by individuals, unclear d ivis ion  o f 

functions or responsib ilities , lack o f motivation o f s ta ff ,  corruption,, 

p o lit ic a l convenience, con flict of interests and fear o f authority, e tc ,

4»2. Departmental aupervision and Control

That the Department o f Co-operauive Development is  the dominant 

force in the supervision and control o f co-operatives is  not debatable.

However, some questions may usefully be asked about i t ;  is  its  supervision 

and control adequate<i e ffe c t iv e , popular and necessary? Should i t  be 

increased, reduced, unaltered or eliminated altogether in  the foresee*- 

able future? How should supervision and control be applied -  now and 

in  future? Should they be applied in  a d ifferen tia ted  maJiner to 

r e f le c t  the le v e l o f matyrity o f any co**operative or applied uniformly irrespe­

ctive- of r. sooioty ’ c " j c , .  stage o f development and size? In the day 

to day management o f a co-operative, who_now has the greatest say and 

who should have the greatest say? The answers to these questions 

make some very in teresting revelations as appear in  the Table 4 below:—



Table-4« Percentaf^e of responses o f interviewees

Point at Issue Members
i

Ccrxii-r’™
'ttoc
Hembers

Non-
members

Govt,
O fficers

Coop.
Managers

I
1, Present Supervision &

Control ; i
!

a) as to cfuantum

L it t le 1 3 1.2 29.2 31.4 15.4 )
Enough i 48.4 55. G 31.4 84,6

i Much I 4.3 7.1 5.7 0 jlMR
i Wo response 1 6 .1 7.9 31.5 0 )
I b) as to need

1

1 Necessary 77.4 77.9 65.7 ) )
i Unnecessary 0 4.4 2.9 ) im
; No response 22.6 17.7 31.4 ) i m )

o) as to e ffec t

In e ffec tive 18 .3 10.6 14 .2 ) ) im
E ffec tive 63.4 69.0 45.7 )

C ounter-f)roductive 2.2 7.1 0 )
No response 1 6 .1 13.3 40.1 ) )

■, 2* In  future external
( sjipervision/control

should be;

a) as to q-uantum

More 86.0 87«6 80,0 6 1,5 )
Less 2,2 7.1 5.7 34.6 / T TTPt
None 1 . 1 0.9 2,9 0 ^11®
No response io »7 4.4 11.4 3.9 )

b) as to application

Uniform ) 54.1 , 46.2 )
D ifferentiated ÎNR 41.0 )lNR 30.8 ) i ;e
Undecided ) 4.9 ) 23,n )
No response 0 0

3. Who now has the great­
est say in  day to day
manâ ?:ement o f a coop.

Members 38.7 4 6,1 34.3 3.4 33.3
Committee 22,6 18.6 14 .2 30,6 27.8
Chairman 10,0 1 1 .2 37.1 0 n/a
Manager 6.5 1 .6 2.9 0 27.8
Commissioner 15.1 2 1.7 5.7 57.8 5.6
Po litic ian s 1 . 1 n/a 0 6.8 0
Others 1 . 1 0.8 5.8 n/a n/a
Ho response 4.1 0 0 1.4 5.5

Note; INR = Issue not raised with the ctoup in the structured interviews.



Prora the above TablG, i t  is  voiy evident that three o f the 

four categories of interviewees consider government supervision 

and control necessary to an appreciable degree. We find this in  

order, particularly because o f the weakness or in e ffic ien cies  

already observed in the internal supervision and control mechanism* 

And, although the issue was not sp ec ifica lly  raised with the 

Co-operative Department O fficers their response to i t  can be 

implied from their responses to a llied  questions. When asked 

whether they ;vould want to see target dates fo r  relaxation of 

government supervision and control, 6 1 ,^  answered in  the negative, 

whereas an identical ra tio  wanted increased supervision and 

control in the foreseeable future. In  other words, this category 

of respondents also fin d  external supervBi»n and control necessary. 

Moreover, o f the four categories to whom questionnaires were 

administered, the co-operative o fficers* group is  the only one 

which located (57.£^) the greatest in  the day to day manage­

ment o f a co-operative in  the Commissioner, This is  the position 

under the Co-operative Societies Act, 1$66 and the Co-operative 

Societies Rules, 196^, whereby no society or society by-laws 

including amendments, can be registered except with 

a;prcval o f the Consnissioner, Furthermore, the Commissioner can 

le ga lly  summon committee or special gonoral meetings without comply­

ing with a l l  la id  down or accepted meeting procedures, and inquire 

into the viorlcing o f soc ie ties , remove their committees and manage­

ment and appoint his own nominees in  lieu , f ix  lim its  of a society* s 

borrowing powers, approve appointmont o f graded s ta ff o f co­

operatives, approve voluntary winding up o f a society, arb itrate 

or otherwise decide 6n co-operative disputes, otc» In short 

most co-operative actions require the Commissioner’ s approval,

Incidentalyj i t  was not always the case that the Depart­

ment was presumed to ’’know better” with regard to co-operative 

development and problems. This vias introduced by the 1945 

Ordinance which created the o ff ic e  o f Registrar o f Co-operative 

Societies on the reconsnendation o f the Campbell Report, 1944*

I t  is  pertinent to re ca ll that the Campbell survey was



concerned vjith the iden tifica tion  of agi'ioultural a c tiv it ies  in 

which Africans could be "assisted" to participate using co~ 

operatives as the operational tools for the realization  o f the same.

Hence the croation cf the Registrar’ s o ff ic e  to oversee co-operative 

a ffa irs , now that Africans were bein^- brought in to them o f f ic ia l ly !

One cannot therefore help but read some police—role in the establish­

ment of this o ff ic e . Unfortunately, this ''police image" has sp ilt  

over into the post-independence period although the emotional 

reverberations of "African Socialism- ( I 965) strongly suggested 

that the stg.te and co—operatives in  an independent Kenya would 

thenceforth, at least be mutually respectful partners in progress 

and development. How, however, did oar interviewees viovi the 

present and future quantum of this supervision and control? The 

above Table shovjs that a majority of the morabers ( 48, 4̂ ) ,  

committee members (55«^b) and Government employees ( 84, 6̂ b) consider 

present powers quite adequate whilst an identica l percentage 

( 31*4̂ ) of non—members regard present powers of supervision and 

control as l i t t l e  and enough respectively. On the other hand, 

a majority of members (63.4^)i committeemen (69,C^) and non­

members {A-5*Tfo) f iM  the actual departmental supe^rvision and 

control o ffeo tiv e . In answer to another question the majority of 

the committeemen and members were of the opinion that the Depart­

ment o f Co-operative Development should be given more and better 

resources, manpower included, to make i t  more e ffe c t iv e . Elaborating 

th is , many interviewees understood supervision and control to 

mean better-run co-operatives free  from malpractices by vcjrious elements* So 

as fa r  as they are concerned, they would x-jant to see not only an 

increase 'in  both the quality and, the quantity o f supervision and 

control, but also that the Department continues to exercise 

supervision and control with a view to fa c i l ita t in g  the develop­

ment o f the movement towards self-sustenance, ' The question is  

when and how? As to "how", a dialogue should be opened

between the Government and the Movement to discuss this and other 
25

matters of mutual concern and interest with regard to the

Such as the establishment of the Co-operative Development Council 
already promised in  Sessional Paper No, 14 o f 1975» P«23*



transfer o f suporyision and control functions to the Movement,

.-On the other hand,"when'' w il l  depend on the nature and manner 

o f external supervision and control, that is ,  vjhether i t  

promotes the development and growth of the internal supervision 

and control mcclianism with a view to progressively replacing 

external supervision/control.

Meanwhile, however, whilst supervision and control ty 

the. Department stavys, i t  should be improved so as to remove the 

revealed constraints to proper supervision and control* In this 

context, i t  may bo noted that a l l  £;roups interviewed agreed that 

the number of Co-operative Departmental s ta ff ,  equipment and 

other supporting fa c i l i t ie s ,  including the vote, were such that 

the o fficers  could neither be su ffic ien tly  e ffec tive  nor a ffic ien t 

in  their performance of tasks. To gain more insight into the 

constraints, we allowed the o fficers  to underscore what under­

mines their e ffic iency  and the follow ing constraints, in ter a lia , 

emerged: lack of transport ( 84.^ j ) t  Inok o f appreciation tjy, 

superiors o f work done ( 30, 8̂ ) slow or no promotion (5 3 *^ ) > poor 

o f f ic e  services ( 38. ^ ) ,  poor f ie ld  accomodation (23.1^), lack 

o f co-ordination and direction by superiors and ineffici,ent law 

administration in cases o f irregu la rity  as well as p o lit ic a l 

interference and low f ie ld  allowances (a l l  at 1 9 *^ ). But more 

revealing are the reasons the o ffic e rs  gave fo r allegations by 

''outsiders^' fo r the former’ s seeming ineffectiveness, v iz ,  lack 

o f professional qualifications ( 57«?/j)j wrong habits and 

attitudes (61,55:0 > o f supporting fa c i l i t ie s  ( 46, ^ ) ,  lack

of co-ordination and support by superiors ( 4 2 , ignorance 

of  tasks( 3 8 , and lack o f motivation (3 4 »^ ) ,

The s ta tis tic s  also revealed that' a majority o f these 

o ffic e rs  are young in  age and in tlic service, 57*^  o f them 

were under 30 years o f age, another 2 3 , under 40 and none 

was 50 years or over. Consequently, only 23, ̂ 0 of these 

o ffic e rs  had been in  the serv ice ,since the enactment o f the 

Co-operative Societies Act, I 966, and only 3.8^ had worked 

under the colonial ordinances.

Vote = Funds a llocated  by Parliament,



The net result of a l l  this is  that no loss than 80  ̂ of 

the present s ta ff (ingress and egress granted) are some 20 years 

away from retirement on grounds of age xvhilst about 9Ĉo o f them 

must servo another I 5 years or more before salary leve l can pull 

them into the orbit o f retirement. They can therefore be excused 

i f  they should think that a relaxation, leave alone removal, o f 

supervision/control automatically throvjs up doubt on their continued 

functionality in  the c iv i l  service.

But, o f course, no one is  suggesting elimination of super­

vision/control by Government, In  fact they should and must take 

comfort in  the fact that certain functions, any way, would have to 

continue to bo performed by the Department (preparation, rogistrar- 

tion , fin a l audit and liquidation of societies easily come to mind). 

Besides, some of them would very easily cross over to the movement 

as the la tte r  gains in  strength. Yet others can join other sectors 

o f the economy as indeed many of them arc doing now -  despite the 

vast powers and tasks. I t  is ,o f  course, preferable that they 

remain vjithin the co-operative sector. One possible insurance 

fo r  th is is  to in stitu te  d ifferen tiated  supervision and control 

o f co-operatives through a ranking mechanism o f the la tte r . The 

d iffe ren tia tion  would, o f course, only be a step towards ultimate 

autonomy and self-sustenance of the movement. But i t  is  a signi~ 

fican t and necessary step nonetheless, as long as the ranking 

mechanism is  a dynamic one. Instead, however, we learnt that though 

the Act is  being amended not only is  i t  proposed to reinforce further, 

the Commissioner’ s already vast powers but supervision/control w ill 

continue to be uniform, exemption provision — Section 86 ~ ootwith—

standing!

^^Relevant part o f the section roads: ”S,86 (1 ) Iv'otwithstanding anything 
contained in  th is Act, the Minister may, by notice in  the Gazette ~

(a ) exempt any registered society from a l l  or any of the provisions
o f this Act, subject to such conditions, exceptions or qualifications 
as the Ilin ister may think f i t  to imposef or

(b ) apply to any registered society, a l l  or any o f the provisions 
o f this Act with such modifications as the Minister may think 
f i t  to a llow ,"



4.3. Crcp Authorities/Marketing Boards

40 3.1» The Cotton Li nt and Seed Marketing Board(CLSMB)

This is  a parastatal formocl fo r the cotton industry. Under 

the Cotton Act, i t  has the power to regulate the production, purcliase, 

processing and marketing of seed cotton, lin t and cotton seed. In  

terms of seed cotton production, co-opcrativos have been the 

dominant producers-group (1972 ~ 75 average, 74/j) and as such are 

l ik e ly  to rub shoulders with the regulator more often than other 

producers. Conversely, any irr ita tion s  fe l t  in  the board are lik e ly  

to create disttirbing echoes fo r co~opcratives, i f  not also in  the 

la t te r . This calls fo r  added caution now that not only are co­

operative farmers producing about 90̂ j o f the seed cotton but co­

operatives are digging in in  the cotton ginning operation. How 

does the CLSM: regard co-operatives?

We were informed that "co-operatives are very useful
n 27

instruments fo r the development of the cotton industry . Yet

the Board, seemingly as a resu lt of some disappointment with one

or two cotton co-operative unions, deliberately gives the cotton

farmers the impression that even with cotton co—Operative unions
28in  existence,'*the Board is  s t i l l  your mother” . In one reported 

instance, th is "motherly” concern clianged in to a big—brother stance 

whereby the Board precipitated a change in the management of the 

cotton co-operative union* I t  is ,  o f course, not denied that 

th is  action may in fact have had a benefic ia l impact on the subsequent 

performance o f the union-s management. Rather, i t  is  here 

narrated merely to h ighlight the seeming scant regard the Board has 

fo r  cotton oo'-operativeso Further evidence o f this scant regard 

indicates that in the instance abovej h istory actually repeated 

i t s e l f .

In  the 1972/73 cotton seasony representatives o f the Board 

(lo c a l axid from headquarters) attended a meeting at one of the Co­

operative Department Provincial o ffic es . The meeting which was

27 A p riva te  communication from a Board employee during the 
pre-survey in  March, 1977.

28 ,Ib id .



s p e c if ic a lly  oonvcnGd to deal with arrangements fo r  the successful 

execution o f the marketing operations, was also attended by lo ca l
9

and headquarters s ta f f  of the Co-operative Department, and the 

Committee members o f the cotton unions. There was complotc agreem~ 

ent on every point discussed. Sooner than la te r ,  however, i t  was 

discovered that the Board had in  fa c t gone fu l l  c irc le  on the agrecrn~ 

ents, For instance, i t  decided to licence the primary cotton 

soc ie tie s  to buy seed cotton in  place o f the co-operative unions, 

contrary to  the decision of the meeting. This resulted in  avoidable 

i l l - f e e l in g s  as many people and in stitu tions f e l t  both cheated and 

s ligh ted . No surprise therefore that the marketing operations that 

season created b ig-losses in  cash and seed cotton. The tragedy, o f 

course, is  that the co-operative farmer x-jas burdened with these Board- 

p rec ip ita ted  losses.

In  the Board’ s view, i t  faces problems vdth cotton co­

operatives because the supervision and control o f the.Department 

is  in s u ffic ie n t  and in e f fe c t iv e .  To the extent o f departmental 

defau lt in  supervision and con tro l, the Board had "a t times been

forced to by-pass the L'opartment in  order to improve a worsening
29situation '*. I f  indeed that was the best course o f action among 

the a lte rn a tives , then i t  is  a serious indictment o f the Depart­

ment o f Co-operative Development,

Other high-handed .methods have also been applied. A fte r  the 

purchase o f Sarnia Ginnery (by Luanda farmers’ Cotton Co-operative 

Union L td .) and Kendu Bay Ginnery ( jo in t ly  at that time, by Rachuo- 

nyo Cotton Farmers’ Co-operative Union Ltd. and V ic to r ia  Farmers* 

Co-operative Union L td , ) ,  the Kenya Government dccided — through 

the M inistry o f Co-operative Development — that the remaining 

ginneries should also be purchased by the cfotton co-operative 

unions in  th e ir  respective areas o f operation. The lo g ic  here was 

that in  terms o f the ” lint-forEulr,-' -  a device fo r  assigning the

^^Ibid,



price payable to the concomitant parameters o f the cotton cycle — 

the portions going to  the ginnor and the regulator (cLSMB) were 

much more attractive than what vjcnt, say,to the producer or the 

buying liconcee. Since co-operativoG at this stage would not 

replace the Board, they wanted at least to got what used to GO to 

the ginner.

I t  should,moreover, be recalled that most of the ginneries 

were then owned by non-citizens. The decision to give co-operatives 

a taste of the ginning cake might therefore also have been influenced 

ty a Government desire to A fricanize an a c tiv ity  long-dominated by 

’’ foreigners''. The Board being indigenous and an arm of the Govern­

ment that made the decision vjas, lo g ica lly , expected to support 

the acquisition programme. But apparently they did not.

For, with the purchase by co-operatives o f Samia and Kendu 

Bay ginneries in I 971 and 1972 respectively, the Board -  presumably 

with the blessing of the m inistries of Agriculture, Finance &

Planning and Commerce & Industry -  suddenly decided during 1973 

to reduce the ginning commission. This action, lik e  the I970/7I 

season cut-back on seed cotton handling commission -  even at that 

time cotton co-operatives were the dominant buyers -  must have been 

aimed at weakening the financia l base o f these co-opcra!fc3»3S in order, 

in ter a lia , that the Board can continue i t s  lease as a'*benefactor>» 

of the co-operatives. But the CLSIIB is  not the only parastatal 

that has disrupted or that can in terfere with smooth operations o f 

co-operatives,

4»3*2, The Horticultural Crops Development Authority (HCDA)

In  1971 ECD/i had bungled onion buying in Bungoma D istric t by 

revoking the licence already issued to the D is tr ic t Co-operative 

Union and issuing several others to private traders. That i t  did 

so on the pressure of some po litic ians euid loca l administrators 

does not m aterially subtract from the fa c t . A fter a l l  the union



had incurred certain costs which vjould now y ie ld  iio benefits to 

t i3  a f f i l ia t e s .  Though the union*s liccnco was subsequently rein­

stated, the dDmage was apparently already done and the union had 

f in a lly  to pull out to avoid bigger losses.

This licencing game vfas also used in the fe r t i l i z e r  business 

during 1974/75 when the co-operativ,.s pressed fo r being allowed to 

import fe r t i l iz e r s  d irectly  from the manufacturers. As happened 

vjith hybrid maize sood a few years ea rlie r, i t  appears that the 

suppliers called the tune as to v;ho cots the importation permit. At 

what price to the co-operatives?

In the process of explanations, counter~explanations and 

appeals by the interested groups, the farm input operations of co­

operatives got badly disrupted that year, loading to a serious doubt 

being cast by co—operators on their ovm organization's a b ility  

to deliver the goods. Indeed, we encountered widespread complaint 

against ICMFG’ s merchandise section because of i t s  in a b ility (? ) to 

supply required goods on time or at the right places and in 

oorroct quantities. External forces apart, we formed the impression 

that' th is section has i t s  own inherent problems vihich must be 

tackled boldly and fa s t . To begin with i t  might well bo worth 

considering dismembering this particular a c tiv ity  from the Federa­

tion and assigning i t  to a special co-operative wholesale consumer 

society at national le v e l,

4.3,3, The Maize and Produce Board ( w b ) is  another 

statutory parastatal whose operations have made or broiccn co­

operatives, Sadly, h istory has recorded more o f the la tte r . Maize 

is the staple food o f most Kenyans, I t  is  also a good livestock 

fccd^supploraent. The country must therefore pay due attention 

to th is important crop. MPB must thorGiore make sure that what 

comes into i t s  stores is  "good” s tu ff, that the stores are adequate 

and in  hygienic conditions, that enough buffer stocks o f maize 

are held against lean years or famine in  the non-maize—growing 

areas. Towards ensuring the fu lfilm ent o f these requirements,



the MPB is  G rn p o v jo r c d  to regulate movement o f maize through the 

issue o f movement permits. Unfortunately, issue of those permits 

costs co-operatives avoidable expenses which increase transport 

costs.

Most co-operatives dealing with maize and other produce do 

not have th e ir  own transport but depend on h ired lo r r ie s .  H ire 

charges arc usue.lly calculated on the basis o f carrying capacity o f 

the -vehicle plus distance covered, 3o the more tr ip s  a transporter 

makes, the better iv i l l  be h is income. I f ,  on the other hand, a 

h ired  veh ic le  is  delayed because of factors ^Jther than mechanical 

breakdown, the delay is  costcd to the h ire r  at waiting charge rate 

which is  quite high. Whether or not d e lib era te , the MPB apparently 

issues fa r  too many ''maize—movement permits” which resu lt in  over 

competition among the drivers and th is in  turn leads to congestion 

o f  the IIPB stores and the weighing yard. These spe ll delay and 

the la t t e r  sky-rockets the costs o f the transport h ire r . This is  

not the only problem the co-operatives have to contend with on 

maize and other produce,

4»4» The Ifcnistry o f Agricu lture s t a f f  are charged with the 

control o f produce quality  at the IIPB stores. We were informed 

that ooonaionnlly, they are not there but as the complaint was 

ra re , i t  can be sa fe ly  discounted. More fundamentally serious 

was the frequent charge that more o ften  than not, maize re jec ted  from 

co-operatives because o f '’poor qu a lity ” (e ,g ,  high moisture content 

or some otherwise accepted quality  conditions) has been delivered  

by p riva te  traders (even in  the same lo r ry ) and accepted by 

these same quality "con tro llers '* vjithout any ado whatsoeverl 

L i t t l e  wonder that co-operatives are v ir tu a l ly  out o f the maize 

and produce buying b u s i n e s s , T h e r e  wore a lso complaints 

regarding p rice  and the p ric ing system. Two o f the target groups

*̂^The few that continue in  th is  business perform poorly because o f 
such p ractices , in te r  a l ia .



we talked to/intcrviewcd wore unhap ly x;ith both the price and 

pricing system. Thus, while 45»2/j the society members were 

d issa tis fied  with the pricc and pricing system for primary 

produce, as high as 61,9^ o f the committee members wore dis­

sa tis fied , The la tte r  figure is  particu larly sign ificant because, 

o f the committee members we interviewed/talked to, just under 35  ̂

had had some secondary school education i^/hilst 28, 35b o f them were 

professional people with very fa ir  business and/or management 

experiences to their credit and as such have some understanding 

o f factor costs and marketing,

4«5» Other External Influences

I.'hilct oztorncl supervision -.nd oontrol in tlic 

Kenyan co-operative situation operationally very largely translates 

in to  supervision and control by public agencies ( i . e .  Government 

departments and parastatals), the study also indicated that other 

co—operative "outsiders” do influence co-operative a c t iv it ie s . 

P o lit ic ian s  and p o lit ic s , fo r  instance. Although the structured 

interviews o f the target groups revealed that only o f the respo­

ndents, on average, mentioned po litic ians/politics  as an external 

force in terfering in  co-operative a ffa irs , the unstructured in ter­

views pointed to quite a substantial amount o f p o lit ic a l in terfere­

nce,^^ Given the fact that most o f,A fr ica ’ s p o lit ics  is  rea lly  

p o lit ic s  o f development and further, given the relationship between 

po litic ian s and African governments, the conclusion must be in­

escapable that politic ians must be seen to be in terfering in co­

operative a ffa irs . A fter a l l  African governments cs xvas ea rlie r 

suggested, adopted co-operatives because of their assumed a b ility  

to bring about rapid transformations fo r  development, particu larly 

o f the rural areas. There is ,  therefore, a tendency fo r  po litic ians 

to want to be associated or id en tified  with development through 

CO—operatives, i f  indeed these are the instruments for develop­

ment ,

See also Geoff Lamb’ s “Peasant P o lit ic s " , Davison Publishers Limited, 
1974, which although covering only Kuranga D is tr ic t o f Central Province 
of, Kenya, ia3.ioatos oztent and in tensity of manipulation of stator 
inspired. ocx«opGrntivc and administrative miiohinerics in  essentially  
agriculture*-basod '’development” p o litics.



In  our ta lks xvith the various people, we heard o f cases 

where co-operatives have been influenced by p o lit ic ia n s  to g ive  

substantial amounts o f iponey to harambee (s e lf-h e lp ) p ro jects .

These pro jects  go a long way towards meeting the social-economic 

needs o f  people in  the ru ra l areas and in th is  respect p o lit ic ia n s  and co-* 

operatives play c. useful ro lo . But oo«-opcrativG contribution should always 

be re la ted  to the fin an c ia l position  and budget o f a oo—operative.

This is  seldom the case w ith the resu lt that, o ften  development 

pro jects  of- the co-operatives are e ith er sa c r ific ed  or farmer— 

members are forced to  dip deep in to  th e ir pockets to  b g il th e ir  

society out of a bad situation . I f  th is  gets repeated, naturally 

the members become understandr.bly ir r ita te d  and mry want to ohaoige 

th e ir  committee. Then sets in  group in -figh tin g , with the 

c o lle c t iv e  welfare o f the society-mcmbers temporarili?- over­

shadowed* I t  takes some doing to  restore order and d irection  in  

such a s itu ation .

F in a lly , although fo re ign  aid agencies do contribute 

substantia lly  to co-operative development, in  some instances these 

agencies have caused some problems. At times they tend to build 

th e ir  own empires vjhereas in  other cases they are quick to 

introduce some systems which do not necessarily improve the per­

formance o f co-operatives, lie need not say more than th is ; the 

ra te  o f m orta lity  and management commissions in  certa in  types o f 

co-operatives in  the country said enough already!



C H A P T E R  5

5. sui îARY OF COHCLUSIOITS AM ;r ;cci.::j'roi.TioLrs

5*1* Internal Supcrvision/Control

5 » l « l i  Mombor Control

The report has endeavoured to show that co-operatives havo 

been accepted as useful tools fo r the transformation o f the Kenyan 

econoniy. Indeed they occupy a prideful place in the rural economy 

in  particular. However, the report has also showed tliat internal 

control, in  particular democratic control by members, is  at once 

essential and material to co—operativc r.utc-dcvclopment. In the 

present Koriyan situation, however, co-operative internal supervi­

sion and control is both peripheral and in e ffec tive , basically 

bocause o f the absence of a promoting milieu or in  other words, 

because o f the seemingly deliberate overrcach of the external super­

vision/control machinery which, in  spite of o f f ic ia l  declarations to 

the contrary, has actually tended to engender lethargy and ignorance 

on the part of co-operators in the a ffa irs  o f their co-operatives. 

The net result of a l l  this is  that members and co-operatives a lik e , 

f a l l  helpless preys to cunning committee members, ambitious p o l i t i ­

cians and crafty managers and other scheming bourgeois*

To remedy this situation vjith a view to improving the internal 

control machinery and performance, raojiibor education programmes 

should be in tensified . In particular, members need to be properly 

informed o f the objects of the ir society, its  organizational set­

up as well as the rights and obligations of the various agencies/ 

forces (in ternal and external) whose a c t iv it ie s  a ffect co-operatives 

in one way or another. I t  is  our further suggestion that the 

member educational programmes should include some cultural 

a c t iv it ie s  — sicits, plays, songs, etc, — fo r 'th e ir  members and 

their fam ilies, PrjH: of a co-operative’ s surplus can fund such 

cultural a c t iv it ie s  or they can be funded by Government as part 

of i t s  community development programmo.



As has boon implied hero above, member control is  v ita l  

to CO—operatives. I t  w i l l ,  hoxi/cvor, remain a distant dream unless 

i t  is  preceded by member closencss and active participation. I t  is  

therefore our furthor rQCommendntion that Annual General Meetings 

(AGMs) bo convened mandatorily at a certain specified date — say 

four months — after the end o f a society 's  financial year, audited 

accounts or no audited accounts. As a corollary to this recomme­

ndation, MG would further suggest that a summary of the fin a l 

accounts and balance sheet be distributed to members, say two months, 

prior to the AGM, so that those momucrs v;ho need technical advice 

on the accounts may seek the same in good time and in readiness fo r 

their active and constructive participation at the meeting,

3#i«2« Committee Role

I/e have also found that as trustees o f their co—operativels 

in terests, the committee members have rarely performed th is ro le  

sa tis fa c to r ily . I l l i t e r a c y ,  vested in terest, ignorance o f the 

principles o f co-operation arc some a lib is  fo r their poor performa­

nce. Granted these a lib is , in ter a lia , the committee members 

could bo helped to execute their duties with both diligence and 

commitment i f  the gap betvjeen their technical knowledge and that 

of the employees was considerablir narrowed — i f  not eliminated.

This is  particularly called fo r  in  view o f the fact that a good 

number o f the committee members provide , by and largo,voluntary 

services to their co—operatives.

Unfortunately i t  w il l  not be en tire ly  possible in  the 

Kenyan situation, to reduce the technological gap between the 

committees and the employed s ta ff  of co-operatives without 
compromisiag the co-operative principle o f a member's 

democratic participation in  the a ffa irs  o f his society. We are 
here talldng about the need to introduce some basic educational 

and other qualifications fo r membership o f the committee o f a 

co-operativG, A majority of the Kenyan co-operators were not 

en tire ly  in agreement with this suggestion but we think i t  is



worth exploring'. In  any given ease o f proven Icadcrsiiip, a mGmbor 

otherwise not qualified may be exempted and allowed to stand fo r 

elections and i f  clected, to s it  on the committee,

Uhatever the case, aAy way,, i t  i s  necessary to include 

in  the committcoM'icnbcr curriculum, basics o f such technical 

subjects as boolc-koeping, produce processing, transport economics, 

manpower development and management, salesmanship, marketing and 

investment, in ter a lia .

Role of Graded S taff 

Supervision and control by co-operative employees is  in­

adequate due to a variety  of reasons: poor recruitment po lic ies , 

and/or practices, in su ffic ien t on—the—job or post recruitment 

training, prejudice and/or in—fights by the committee-merabers, and 

generally, re la tive ly  poor terms and conditions of service.

There are two ways to obviate a possible perpetuation of

this state o f a ffa irs . Either the Co-operative Movement establish

a national Gomi’aon Co-operative Service body or in  the interim

period, the Commissioner for Co-operative Development uses his

powers under Rule 40 to ensure that only competent s ta ff are

appointed to key professional positions and to favourably influence
32their remuneration and other terms and conditions of employment.

The second alternative should be animated forthwith, f i r s t  in view 

of the general skeptism with which the general run of co—operators 

looked at the -cltoriiativo end secondly, bccaurjc i t  w il l  s t i l l  be
neccssary to iijork out the modus oporandi and financing fo r  the

^^u le  40, 0:;;. e it .



suggested Gorrnnon Co—operative Service bod^.

Concurrent with the Commissioner’ s exercise o f his powers 

under Rule 40 or the establishment o f a Common Co-operative Service 

body, the training of co-operative employees must not only be 

in ten s ified , i t s  curriculum must include subjects covering the fu l l  

range of co-operative enterprise. At the moment subjects relevant 

to  consumer, transport ajid other scrvice co-operatives, housing, 

building and construction co-operatives, fo r instance, are not 

included in  the various sy llab i. To bo able to include subjects 

relevant to these rJid other co-operative types, i t  w ill bo 

necessary to arrange the course prograjnmos along options so that 

every learner is  given common basics before specia lizing in  his 

chosen lin e or option. Moreover, being extensionists, co-operative 
s ta f f  need to be equipped with the techru-cruos, o f aiidragogy.

5 . 1 . 4. Role o f KMFC

Co-operative antagonists usually dredge up some worn out 

battle  cries which they o ffe r  without any documentation. Some 

o f these we have heard trumpeted when co-operative power showed 

that i t  was a portent source o f real competition to agri-business 

corporations. Such accusations, whatever their immediate or dcclr.rcd 

objectives, of course, encourage co-operative enemies whilst 

confusing the uninformed and worrying the co-operative members 

and supporters.

The KMPG as the national apex o f the Co-operative Hove— 

ment, should play a greater role in the proper information and 

publicity o f and about the Movement, In  this regard i t  can be 

immensely assisted by the Co-operative Unions, Which is  one 

reason, in ter a lia , vjhy the members o f the Central Concittee* 

o f the KMFC need to be co-oporators with the mandate o f their 

constituents. I t  is  also reason for the OFC involving i t s e l f  

in the design and formulation of the various sy llab i fo r  co­

operative education and training from the Co-operative College 

le v e l down to the grassroots le ve l.

*  This is  equivalent to the Board o f Directors of a corporation.



Moroovor, a formula or mr.ohincry lik e  the Co-operative 

Dovelopmont Counc^ suggested by GovGrnmcnt should bo established 

Tifhereby the KI'JPC, as the national representative of the Movement, 

is  consulted with on major policy and other issues a ffecting co­

operative development at both micro and aggregate leve ls . Particu­

la r ly  in regard to external superiviaon and control o f co-operatives 

which does at the moment appear necessary to retain in  some form or 

another due, to the uoalaiesDCG of the internal suporvisicii/contrcl 

mechanism. I t  must, hoxvever, be onphacized once agcin that the KNPC 

should not aim at supplanting the external supervisory/control 

machinery but rather, i t  should aim at reconciling that machinery 

to the CO—operative principle of democratic control as well 

organizational autononyr and autodevelopment o f the Movement in the 

long run. In  tho immediate future, hoyevor, one would lik e  to sec 

KHPC take an active and decisive parts in  the resolution o f co­

operative disputes no matter how they originate,

5» 2. External Supervision/Contr-ol

5«2»1. Government Supcrvision/Control

riuch as internal supervision and control is  v i t a l  to co­

operative philosophy and practico, fo r  the moment at least, 

external supervision/control of Kenyan co-operatives seem inevitable. 

Continued external supervision and control seem to be necessary 

because;—

(a ) internal supervision/control is  weak|

(b ) apparently co-operatives occupy a strategic 

position in  the development of rural Kenya 

in  particular and as such automatically 

attract Government guidance, protection 

and direction ,

Indeod a majority o f the people the rcsor.rchers interviewed welcomed 

present Government supervision and control o f co—operatives.

This is  a positive appreciation of the e ffo r ts  of the Govern­

ment, in particular the Department o f Co-operative Development,



These people uere in fact very sympathetic to the Department and. 

wanted to see i t  allocated more resources in order that its  

o ffic e rs  can be nt once e ffic ien t and e ffe c t iv e  in their already 

numerous and onerous tasks ,Symphat l i y  aside, however, they 

were unanimous that budgets and cap ita l,expenditure applications 

are seldom, i f  at a l l ,  approved in  time, that auddt inspections 

are rarely carried out or i f  done, are hardly followed up. Sim ilarly, 

extraction o f t r ia l balances has now become a ritu a l o f l i t t l e  

consequences as the audits and auddt reports amply te s t ify . The 

follovjing remedies are therefore sugî ’ested; —

( i )  As the Act requires timely preparation and submission 

of budgets, the.Department should, with equal vigour, enstire their 

timely api.>roval, We came across mpjny society budgets approved long

-  ;jeveral months -  a fte r  submission. Since budgets are required, to 

be submitted some three months or so to the close of a society»s 

financial year and since budget approval has been dooontralisoui i t  

is  quite possible to have the budgets approved by the beginning o f a 

financial year. This should jc a statutori!^ self-imposed duty on the 

Department,

( i i )  For the budgets to be operationally useful, the 

Department righ tly  in s ists  on prod.uction of monthly t r ia l balances.

In our view, these t r ia l  bal.ances can only be meaningful i f  they 

are followed up. In other word.s, they must be treated by both

the Department and Societies as management tools along with the 

budgets. This vjas seldom appreciated,

( i i i )  S im ilarly, we noticed that though books o f accounts

are statu torily  required to be submitted and were submitted for 

audit at close,or a ohort while after close, o f a co-operative's

financia l year, the audit i t s e l f  took months- and even years to

complete. I t  x-jould bring much needed'mutual d iscip line and

roBpect betvjeen tho co~opcratives and the auditors (whether

See appendix 4 foi” instance^for an overview of the ro le and d.uties 
of a Co-operative O fficer, i t  should, however, be remembered that 
these rules have been superseded by the I 969 Rules which actually have 
variously incorporated the I 966 rules.



Government o fficers  or GovGrnmont approved/appointed) i f  there was 

also a statutory lim it on the period o f time an auditor may take to 

produce the fin a l accounts and balance sheet. Moreover, a summary 

o f the accounts vjritten in a ’'lan.;;uaG’o"(meaning manner of presentar- 

tion ) in te lig ib le  to a layman should always accompany the auditor»s 

report to the members,

( i v )  Once presented,bolrb. the management of a co-operative 

and the loca l co-operative o ff ic e r , should ensure that the auditor’ s 

report is  followed up and any reooranendation and other necessaiy 

corrective measures taken,

(v ) The Government should cjqjoditiouGly t^pprovc or othcr~ 

wise deal with applications fo r  capital expenditure. The present 

procedure is  unnecessarily len£;thy and cumbersome. In a country 

where co—operatives are competing with powerful private in terests, 

quick dccision-maldng becomes imperative. Yet,  the research team 

found during their f ie ld  trips that in some cases, capital expendi­

ture approvals wore delayed by more than one year. As everyone under­

stands, such deleys not only roduccs p ro fits  due to consequent higher 

costs of the ingredients of an intended project| worse s t i l l ,  these 

delays may well cost a co-oporativu an entire venture,

( v i )  The Government should ensure compliance with the 

society by-laws as w ell as the Act and Rules. I t  was not uncommon 

during the f ie ld  research, to find despotic Committee members or 

o f f ic ia ls  because the by-laws had long been overthrown by them and 

iron ica lly  by their default in  supervision, the Government, Invariably

in such instances, not only had some chairmen served in excess o f
3 /1

the three-year statutory lim it ' imposed but more te llin g , no elections 

had been held in years. We here re itera te  our earlier suggestion 

that elections must be hold regularl5r every year, whether audited 

accounts are available or not,

( v i i )  The Government should streamline the services and 

management o f secondary/higher-level co-operatives. Complaints 

that stationery and f e r t i l i z e r  from the KMPC were invariably 

delivered la te  or in inadequate quantities were rather numerous 

in the f ie ld .  As ea rlie r suggested, the f e r t i l i z e r  and other

“̂̂ Rule 32 ( 3) (b) op .c it.



merchandising a c t iv it ie s  should, be taken away from the KNFC 

assigned a special wholesale consimer society to operate at the 

national le v e l. At the same time, the composition of the Boards 

o f a l l  country—wide co~operatives needs reappraising’,

( v i i i )  Given the trend o f growth of the Department of 

Co-operative Development, the follow ing points need to be carefully 

pondered:-.

(a ) that the Government should acknowledge that co- 

opei-atives, even when used as vehicles for reach­

ing Government assistance to v it a l  sectors o f the 

national population/eoonorny, could perform well 

with minimal external supervision and control,

Whether or not this is the time to reduce the 

supervision/control is  s ligh tly  debatable but that 

i t  should be reduced ultimately is  topical i f ,

not imperativeo

(b ) that i f  external or government supervision and 

control arc to be progressively relaxed, to the 

purpose o f nurturing oo—opcrative in-depth leader­

ship and ultimate restoration of co-operative 

autononiy and freedom, then a dynamic mcch^nism of 

ranking co-operatives ought to be deviced, with the 

mature, fully-developed autonomous co-operative

at the top and each descending category indicating 

degree o f supervision until the ranking ends v;ith 

the government—administered oo—operative at the 

bottom. Naturally there would have to bo worked 

out well considered grounds for the categorization.

We need not go into these here. Suffice i t  to 

mention that the ranking should not be operated 

as a straight — jacket but rather should be 

fle x ib le  to allow fo r  improvement or deteri.cfi’ation 

in pcrfornancc o f any given co-operative, A 

society could therefore move up and dovm the 

scale passing through or skipping as^many steps 

as its  particu lar situation x^arrants.



(o ) that fo r  now, tho Department of Co-operative

Development has l i t e r a l ly  fa r  too mariy intra and 

inter-organizational constraints to contend 

with and that perhaps its  existing meagre resources 

should be concentrated on building up systems of 

operation. In fact they have made very good 

progress in  this direction, particularly in  the 

realms o f credit and accounting, Ifjhat remains 

to be done is  an enlargement of the systems approach 

to include the other functional areas. Above a l l ,  

hox'Jcver, they need a c3ynamio machinery or 

machineries fo r  the constant evaluation o f the 

working and impact of the systems,

(d ) that as o f now the Department should welcome 

and in it ia te , a dialogue with the movement 

to discuss;

— the establishment of a permanent consultative 

body between the twof

— the manner and indicative timetable fo r devo­

lution o f functions between them with the aim 

of freeing the Government from unnecessary 

supervisory/control functions,

(e ) tfefat i f  the existing Co-operative Societies Act is  to 

be amended, this should be done only to rationalize 

its  Bchome and to maiie clearer, a few hitherto 

ambiguous clauscs and, otherwise, to shed o ff

some of i t s  trappings -  However i t  also needs to 

embrace non-agricultural cooperatives in i t s  purview,,

3«2,2, iMarkctxng 3cr.x''c!,s/orop Auth-g-^ities

Those institu tions have not oJvjays encouraged co-operative 

dcvolopmont, Tliay no doubt have tlioir ror.sons for d is lik ing co— 

op^jrativos, Thoir attitude is  nevcrtliol^ss ba fflin g , to say the 

loG.'st, in vioM  o f tho fa c t 'th a t in terms of serving the people, 

they f a l l  in  the same continuum with co—operatives, , The central



point hero thoroforc is  that the laiPC together with the DGpartmont 

should in it ia te  a dialogue between the Movement and the Boards with a 

view to drawing up a code o f ethics between them as a possible 

solution to their seasonal problems. Per the long run, the Govornr- 

ment now has the necessary record on which to judge the boards.

I t  only thon needs the p o lit ic a l w ill to pronounce on their future 

or on that o f the co-operatives since i t  appears that the boards and 

co~operativcs -dealing in their fie ld s  
t'aiiaiijGlr'tiO-.Gach other.

In  the meantime, hoiirever, Government should recognize that 

boards arc very high-cost administrative and marketing structures for 

th e ir presumed services. For instance, in the I 968/69 cotton season, 

the CLSMB"s expenses wore £ ^6,109 fo r  a crop of 13,6 m illion kgs, 

o f seed cotton, or about 6,7 cents/lcg. In  the season before that 

the expenses ;?ere.£ 58^460 fo r  a crop o f some 12.0  m illion  kgs,, or 

over 9»7 c e n t s / k g , T h i s  i s  simply too high* This apart,it seems 

necessary to base the producc price o f seed cotton not on the lin t  

price alone but also on cotton seed pricOo^^ In other words the 

board should be paying for cotton seed as well instead o f only 

paying ginners for dressing it<, The suggested increase in  the 

producor price of seed cotton may be one way of ensuring higher 

production o f the crop, now more urgent in  view of increasing demand 

fo r  tex tile s  and because o f the present gco-politics o f the East 

African region,

532 3̂-. tlin istry of Agriculture

The Ministry o f Agriculture has done a great deal of sterling 

service to improve agriculture in Kenya, Whereas the ministry has, by 

and largo, v/orked hand in  hand with the s ta ff  of the Co-operative

T , J .  Aldington, Producer Incentives as a means of promoting agricultural 
development; a case study of cotton in Kenya, in V,P. Amann (Sd), Agricultural 
Policy Issues in  Hast A frica , Hakerere University, Kampala, 1973, P .65.

Aldington gives, by way of comparieon, a figure o f only 1,1 cent/kg,, admini~ 
stra tive costs o f the Uganda Lint liarketing Board during the I 960/6I'. season. 
Despite the d ifference between the yuars, i t  seems obvious that the 
administrative costs of the C oIIB are just too high.

Ginned seed'cotton producoa at least two jo in t products, v iz .  l in t  and 
cotton seed.



Department and KovcmGnt, particu larly in farmcr-cclucation profi-rammcs, 

some o f i t s  extension s ta f f  have been some pain in  the nook for'  

co-opcrativcs. There is  therefore some room for dialogue between the 

ministry on the one hand and the J39partment of Co-operative Develop­

ment and the Hovement on the other, uith a view to ironing out 

existing differences and evolving: a convergent approach to the farmers^ 

needs and in terests•

Iloreovor, the ministry could exert the necessary pressure upon 

statutory boards so that they shed o ff their d is like for co—operatives 

and instead collaborate with the®,

5»2»4« Other influencoB,

The influence o f p o lit ic s  and po litic ians in co-operatives 

is  quite substantial. Co-operators, as people belonging to oxisting 

organizations, cost less to ma,nipulate. People therefore easily use 

co-operatives as stepping stones fo r lucrative o ffic es  either fo r 

themselves or fo r  their proteges. This is  not bad in i t s e l f .  The 

unfortunate thing is  that often i i  also entails some misuse o f society 

funds and name. This in  turn leads to ecrutlny by racnbors uhinh scrutiny 

usually corcvorts into mem’jcr suspicion, h o c t ility  end factionalicm. The 

net sufforor in  this atmosp’iore o f acrimony is the perforaance of the 

cc-opcrativo and whuJi performaaice suffers the cicmber and everyone olse 

depending on its  positiv-.ness algo suffers.

Here, proper and regular information on and publicity fo r  the 

movement may minimize p o lit ic a l interference in co-operatives. Secondly, 

i t  lool<X! lik e  i t  is  necessary fo r  a code o f conduct to bo drawn up 

fo r p o lit ic ian s . And vriiy not? A fter a ll they find  i t  necessary to 

have one at general election  time,

GOWGLUDING REMfflKS

Naturally, a ll the above proposals need the back-up o f non- 

ambivalent national co—operative and related development p o lic ies . 

Sim ilarly they w ill  mean l i t t l e  in  the absence o f clear operational 

guidelines supported by an adequate supply of the wherewithal includ­

ing a progressive s ta ff management ajad development programme within



both the Government and HovGrnent, As regards the la tte r , the 

p oss ib ility  of a common co—operative service fo r the graded s ta ff 

should be explored. Concurrently xjith that, vjithin the Development 

Planning D ivision o f the Departmeni  ̂ there should be located a core 

o f ''management performers" and inspectorate staf f .  The inspectors 

would monitor e ffo rts  and results vihilst the performers would 

provide the back-up consultancy service, including managing in those 

cases of serious deviations between 03cpected and observed results.

Or in cases of habitual or ignorant disregard of auditors’ reports/ 

rooomrncndations or o f Government advice fo r improvement or other 

bonefit.

Much as these services are useful and worth pursuing, i t  is , 

of course, to be emphasized that the ultimate and e ffec tive  solution 

to the problems -  which cannot rea lly  be eliminated -• l ie s  in the 

education and training of people constituting the co-operative 

spectrum; the members, the committee members and the employees, includ­

ing government co-operative s ta ff .

I t  is  therefore important, that the contents o f the education 

and training programmes as vjell as the methods and techniques used 

should be subject to regular review and evaluation so as to re late 

them to both need and re a lity  in co-operative practice. In  this 

connection not only the Government, but also IGA, can make very 

useful contributions,

F ina lly , i t  does appear useful to recognize that because 

co—operatives operate in their given cultural milieux, the la tte r  

can also either make or break them. The existence of a positive 

national ethic can therefore be a catalystic ballast fo r  the 

concrete development of these peoplc-oriOnted institu tions. In 

spite o f th is lack o f a national eth ic, nay because of that, i t  

does appear imperative to include into the Co-operative College’ s



CGrtificatc and Diploma curricula, both p o lit ic a l education and 

sociology, in  order to fa c il ita te  the trainees’ greater apprecia­

tion  of the cen tra lity o f man in a l l  development po lic ies and 

strateg ies, furthermore, therefore, because man lives  in  a 

dynamic world -  fo r  now we may safely ignore the no rural- 

change prophets -  there is  need to establish a research base 

within the co-operative sector. This would help management — 

in  both Government and movement—appreciate research as their 

re liab le  a lly  and too l. The best approach here would be v ia  

the Co-operative College where the lecturers and the OAjority 

o f middle and high leve l manpower trainees could be equipped with 

at least the basic methods and tools o f research fo r possible 

evaluation o f tlie ir organizations and personal work contribution 

as well as the better understanding o f their environments. For, 

no social engineering is  going to come about without some change- 

oriented research or another.

00/l®I, 

June 1978
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TABLE 60 Cqnc^entration of Go-opcratives and
M'enTbors as RIbage of the Totgds 

of 1975 figures

Prcvinces Co-operatives Members

Central Province 2 1 .% 25.l/»

R ift  Va lley Prcviiioe 27. ^
Hyanza Province 13 . 1̂ 21,Tfo

Nairobi Province 12 . ^ 11.4fo

E & N-Eastern Provinces 10. 0̂ 18. 3̂ ,

Coast Province 1 , % &,Tfo

Western Province 1 . % B,Ofo

A ll Provinces 100. 05S 100.

Note; Figures derived from Co-operative Departmental Reports 

fo r  1968 -  72 and Ifetional Co-operative Development 

Plan, 1976 -  80*



TABLE 7s Total National Production o f Coffee in  
TooO ’̂^Mo^tric Tons

"KT 4* T M 0 T 4" Q 1 •
1972 1973 1974 1975

iNuTij-OnciX iQTiaX *
58,347 75,961 73,281 66,122

Small holder 28,363 34,734 40,864 35,464

^  share o f small holder 49oOfo 46, C^* 56. 0̂ 5^0

P r ic e  paid to small 
holders shs/kgo 7/26 8/56 9/80 9/33

Source; Kenya Gcfvernmentj National Co-operative Development 
Plan 1976 ~ 1980, p»22.

*  Note, however, that ±he present percentage share o f sra^l- 
holder production fo r  1973 is  less thrai the Plan*s 4'^*

TABLE National & Go—operative Su^ar—cane Production

1972 1973 1974 1975

National Turnover in  
<000 shs. 69,100 60,800 89,000 118,400

Co-op. Turnover in  
*000 shs. I 6 j500 17,900 ' 23,700 36,200

Co-op, ^ share 1 24/. 29p 2lf. 31^ ,

Source; Kenya Government, National Co-operative Development 
Plan, 1976 -  1980, po 33»

TA'RT.'F! National & Co-operative Production of Seed Cotton

Tota l National Seed 
Cotton Production

1972 1973 1974 1975

16,800 17,500 16,300 17,400

Tota l Co-operative 
d e liv e r ie s  o f seed 
cotton

10,900 10,900 12,000 16,400

' Co-operative share as 
a fiage 65/, 6^, 94̂ ^

Source; Kenya Govornirient,'National Co-operative Development 
Plan, 1976 -  1980, p^36.
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Legal Notice IJo. I 89

THE co-operative SOCIETIES ACT 
(Cap. 490)'

In Gxcrcisc of the powers conferred by soction 57(1) of the Co­

operative Societies Act, the Minister of Co-operatives and Social 

Services hereby makes the follow ing Rules:

THE CO-OPERATIVE SOCIETIES RULES, 1966

1. These Rules may be cited as the Co-operative Societies Rules,

1966.

2. In these Rules, unless the context otherwise requires, a 'Co­

operative Union* means a registered; secondary society the membership 

of which is  restricted  to registered primary societies,

3. CO-OPERATIVE UNIONS shall;

i »  co-ordinate future co—operative dovolopment within 

the d is tr ic t ;

i iy  provide centralized accounting services to primary 

societies , and appoint, in  consultation with the Commissioner fo r  

Co-operative Development, an accountant whose selection shall be 

confirmed l:y the Comraissionerj

i i i ,  a l l  registered primary societies shall sjxpply information 

and make available books of accounts and records fo r the inspection of 

the Union, Primary Societies vjxll also permit authorized Union s ta ff 

ajid/or o f f ic ia ls  to enter and inspect the ir business premises and w ill 

supply a l l  information called fo r  by.such Union s ta ff and/or o f f ic ia ls .  

The provisions of this rule w il l  also apply to cases where the Union

is  required to prepare Budgets or Monthly T r ia l Balances under those 

Rules}

iv .  appoint and be responsible fo r  the terms of service o f 

graded employees of co—operatives a ff i l ia te d  with the Union;

V, primary societies shall not appoint graded employees o f 

their own and shall accept those graded employees whom the Union appoints;

v i ,  help prepare budgets fo r the primary societies and submit 

such Budgets to the Commissioner fo r approval;

v i l ,  provide centralized marketing services for primary 

soc ieties ;



v i i i ,  provide supervision over banking accounts by acting as 

cosignatory, with the D istric t Go-opcral.ivc O fficer, to a l l  necotiablo 

instruments and the financia l operations of primary societies;

ix . submit a Monthly T ria l Balance to the Commissioner of 

Co-operative Development|

X, e ffect bulk purchases from suppliers approved by the 

Commissioner^

x i, arrange transport fa c i l i t ie s  fo r primary societies;

x i i ,  notify the Co-operative O fficer o f a l l  mootings, supply 

him with the agenda, and submit copics o f a ll  minutes to him. Reso­

lutions passed at meetings shall not be acted upon until approved by 

the Commissioner;

x i i i ,  bank a l l  collections immediately on receipt. A ll pay­

ments in  excess of slis, 100 be made by cheque, A cash imprest not 

exeeding shs. 5OO Jnay be kept. A ll payments must be supported by 

vouchers and receipts,

4. CO-OPSRATIVE SOCIETIES shall;

i ,  promote the development of economically viable s e lf -  

supporting co-operative societies vdiich have only minimal dependence 

on Government resources;

i i ,  ddversify the a c t iv it ie s  o f ex isting socioties rather 

than encourage large number o f small, uneoonomic societies;

i i i ,  encourage the consolidation o f existing societies into 

largo, multi—crop and multi-purpose cocieties with co llecting centres, 

or branch o ffic es  where necessary;

iv , submit a Monthly T ria l Balance to the Commissioner 

for Co-operative Development;

V, obtain a l l  supplies through the Union or from 

suppliers approved by the Co-operative O fficer;

v i ,  obtain transport through the Union or by entering 

into contracts with transporters approved by the Co-operative 

O ffice r;



v i i ,  bank a l l  co llec tion s  immediately on rece ip t. A ll  

payments in  cxcoss o f shs. 100 sha ll be made by cheque. A cash 

imprest not exceeding shs, 5OO may be kept. A l l  payments must bo 

supported by vouchors and rece ip ts ,

5« IJHIDRE Co-operative Unions provide centra lized  and/or spe«*

c ia liz ed  serv ices to primary soc ie ties  as defined in these Rules, 

primary so c ie t ie s  w i l l  be required to ava il themselves o f such 

sexTrices unless otherwise d irected  by the CommissionGr in  w ritin g , 

and primary soc ie ties  sha ll not provide fo r  themselves ar\y such 

services provided by Unions with which they are a f f i l ia t e d .

Made th is  30th day o f June I 966,

E.G. Ngala
M in ister fo r  Co-operatives and Social Services,


