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Inaugural Address for the 
Expert Conference on Agricultural Co-operative Marketing

Cedric Day 
FAC Deputy Regional Representative 

for Asia and the Far Bast (Western Zone)

It is with great pleasure that I come here today and bring you 

greetings and "best v/ishes for the success of your Conference on 

Agricultural Co-operative Marketing from the Director General of PAO,

Dr. B.H. Sen. As you know, FAC has heen deeply interested in this aspect 

of co-operation and has long worked in collaboration with the International 

Co-operative Alliance in this field.- • ■ •

Co-operationj of course, can cover almost any aspect of life and 

has been•practised by men from the earliest times in village and community 

life, and often for religious reasons. In the modern understanding of 

co-operation it is generally held that the movement started in Britain and 

France, especially under the leadership of such men as Robert Owen and 

Charles Fournier. Of course, there were co-opi functioning before these 

two were born, such as the co-operatives formed to break the monopoly in 

corn raills in Britain in the eighteenth century and the co-operatives in 

agricultural atid fisheries. At this time, too, the first co-operative 

stores to pay dividends were established. Indeed, by 1830 there were more 

than 300 co-operative societies fimctioning in Britain.

However, I am not concerned in talking to an informed and expert 

audience such as you compose on the well known history of the co-operative 

movement. Y/hat I would like to do is to comment on the principles of
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co-operatio» as evc^lved by the Rochdale Pioneers Equitable Society 

because I think they are most important today in the context of the 

development of co-operatives in the developing countries and in such a 

country as India.

The Hochdale Pioneers insisted that membership of their 

consumers co-operative should be open to anyone who wished to join. They 

established democratic control through the rule of one member, one vote, 

whatever the n\mber of shares held by a member. They established a fixed 

interest on shares at the current market rate. They agreed to pay a 

, dividend on purchases after meeting the co-operative's needs for reserves 

and other such allocations. They resolved to sell no adulterated goods. 

They insisted on cash payment for purchases and no credit. They agreed

to use a small percentage of the trading surplus for educational work.

J
They insisted that there should be no discrimination on religious and no 

discrimination on political grounds.

When you reflect on these principles and apply them to present 

day circumstances in the countries of South-east Asia and in other 

developing countries you realise hov/ basicly soi:ind they are. After all, 

they were evolved at a time when there were more failures than successes 

in co-operation, mostly because the principles upon which the majority 

of co-operatives were launched did not favour their sixrvival in a harsh 

and demanding world in which industrialization was changing the age-old 

pattern of man’s life and circumstances. One might say that similar 

circumstances exist today in the developing countries v/hich are striving

-  2 . -
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to equip themselves fully with the niodern sophisticated industrial 

complexes of the technically advanced countries and, at the same time,

modernise their agriculture. As a part of this effort they have attempted
\

to harness the co-operative j.otential to their needs hut with varying 

success.

I" should say, of course, that co-operation in the modern sense 

is not nev/ to a country like India where it was first introduced during 

the latter part of the 19th century. But it was not m t il  after independence 

that it was brought' in on a large scale as a part of the national effort to 

speed economic■development. As to be expected in the circumstances, such a 

vastly expanded effort has had varying results, I was told recently by a 

high Government of India official that of some 200,000 or more co-operatives 

more than half were ineffective and that about 50,000 could be classed as 

marginal cases. This left about 40,000 as reasonably effective organizations. 

No doubt other developing countries are experiencing a similar degree of 

success and failure.

There are many reasons given for this, state of affairs - principally 

lack of trained leadership, lack of managerial experience and the 

introduction of political or religio’os or other influences in the 

organization and the running of the co-ops. To these factors we miist add 

the over-riding backgroiond factors of mass illiteracy and poverty, especially 

in the case of the rural people.

■ It is in connection v/ith this high vrastage rate in co-operatives 

here that I should like to stress again the Eochdale Pioneers' principles.

- 3 -
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\
Take, for example, the principle that the co-op should be open to 

membership by all. ' To this perhaps one should link the other two rules 

on member.ship - that there should be no discrimination on political and 

religious grounds. 'These, I suggest^ are excellent principles to enforce 

and if they are obsorved they can ensure fully representative 

membership of a co-op regardless, for instance, of v/hether a person is 

rich or poor, literate or• illiterate, of scheduled or non-scheduled caste, 

Hindu, Moslem, Buddhist, Christian or anything else. If  such an approach 

■can be accepted and honestly and fairly maintained in the complex eind 

difficult circumstances ruling in many developing countries, the conditions 

favouring co-operation will surely be improved.

The same holds true for the "one member, one vote" rule. If this 

is strictly obseirved it can do much to ensure the democratic control and 

functioning of a co-operative as it restricts the power of the wealthy 

who otherwise could dominate the voting and run the co-operative to suit 

themselves. This is a particularly important point, I think, iij communities 

where social conditions and a traditional pattern of life are still 

dominant, as is often the case in the remoter rural areas of the developing 
%

countries, such as in this country. The wealthier and socially elect 

members of such comm-unities will, in any case, play a powerful role simply 

because they are in such an entrenched position and the "one member, one 

vote" rule is probably the only way in which their influence can be kept 

in check in the fnterests of all co-operators.

. .5
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The decisions :̂ o pay a fixed interest on shares axid to pay a 

dividend on purchases after meeting the needs for reserves are sound 

from a business point of view. Indeed, I should comment here that unless 

a co-operative faces up to the test of profitability it is not likely to 

hold its members or to live for long. The only way a co-op can ensirre 

a growth in membership is by giving satisfactory returns to its members 

whether in interest on shares or in dividends or in services and so on.

In the early days of the modern co-operative movement taajiy oo-ops were formed 

by religious groups or by idealists who acught to establish them as 

non-profit making organizations. Moat of these soon failed and, I think, 

rightly so because they were unrealistic. It is often difficult enough 

to make a profit when one organizes thoroughly from the start to do so.

It is much more difficult - if not virtually impossible - to organize to 

make neither profit nor loss but to break even. The usual fate of such 

enterprises is bankruptcy. Making a "profit" for the benefit of its 

members is surely a legitimate and laudable objective of any co-operative,

The form of that "profit", of.course, may vary with the nature of the 

co-operative but it must be there in order to attract and hold membership 

■' In a poor society the insistence on cash and not credit for 

purchases is a wise precaution. As everyone knows who has had to deal v/ith
I

the very poor and illiterate, the management of credit is not only 

difficult and often frustrating but can lead to substantial losses. That, 

in tOTn, can bankrupt the co-operative. So, even though cash terms may 

be restrictive in the beginning and reduce the growth to a slower rate 

than it could be, it will also be sounder and of greater benefit to the
«

co-operatives in the long run.

- 5 -
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Before passing on from this subject, perhaps I should also 

say that the huilding up of reserves is obviously an essential undertaking 

for the sound aud business-like devolopment of a co-operative and nowhere 

more so than among an impoverished community.

I think it goes without saying that a co-operative should avoid 

dealing in any kind of adulterated goods. This needs rigorous control, 

especially in communities where adulteration has been customary and has 

not been regarded as particularly harmful or anti-social. Such habits die 

hard. For instance, I heard of a case recently where clean, hygienicly 

processed milk from a co-operative dairy had been adulterated by the milk 

truck driver. The first the dairy manager knew about it was when the local 

hospital telephoned to ask why there were tadpoles in the milk! From then 

on he decided all milk cans and drums had to be sealed. At least that 

gives some protection but, of course, only continued vigilance can ensure 

full protection.

Finally we come to the rule about using a small percentage of 

the trading surplus - the "profit" - for education, I can think of no 

better long torm use--'of an agreed proportion of profits for this p-orpose

/
in the developing countries. Prom the start the co-operative movement 

has played a strong and admirable role in education. This was to bo 

expected as the mass of the co-operators were illiterate and literacy was 

recognised as an essential step along the path of progress. A well run 

and profitable co-operative can make a significant contribution through 

educational work among its members as was so ably demonstrated by tiie

- 6 -
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co-oporatives starting in the last century in Europe, Britain, Australia,
\

New Zealand and many other places. The opportunity for such educational 

work today in such countries as India and Pakistan and others in Asia and 

Africji and Latin /unerica by tho cc-ops is litaited only by the funds and trained 

personnel available.

• In this connection I have been interested in the initiative 

of the Taiwan Provincial Chung Hsing University which started a Department 

of Co-operation in 1953. The object is to create cadres of administrators 

and organizers to promote and establish co-operatives. At the present 

time I understand some 400 students - men and women - are taking this 

bachelor deg'ree course while more tlrian 300 who have already completed it 

are at work in the various sectors of co-operative enterprise in Taiwan.

Such trained workers in the co-operative movement are invaliiable, of 

course^ and, in addition to their work as organizers and administrators, 

are particularly well equipped to promote the educational actiritios of 

the movemei^t which is essential to the healthy development of co-operation 

among the poor and illiterate - in short, the people who most desperately 

need all the help that can be given them.

I have dealt at some length with the "principles" evolved by
✓

the Rochdale Pioneers because I believe they apply with pristine force 

in the developing coimtries today. And, indeed, I have seen how effective 

they are in co-operative effort when applied along these lines. For 

example, any of you who have visited the remarkable co-operative Amul 

dairy in Anand, Gujarat, have seen the wonders that can be achieved under

-  1 -



the right leadership and with highly developed managerial skill. That 

vast plant, with its capacity to process 1,000,000 Ihs. of milk a day, 

is dependent on its village milk co-operatives for its daily supplies.

These himdreds of milk co-operatives have flourished because their members 

receive benefits in cash and in contributions to their commvinitios and 

in services and because the principles I hcive mentioned have been enforced. 

It took a long time to build up the loyalty of the members. At the start 

the farmers would sell their milk in the lean season to contractors who 

could pay a higher price than the struggling co-operatives. It took 

educationa.1 effort - and a fixed price - to persuade the farmers that it 

was in their own long term j.nterest to sell to their co-operative 

throughout the year. Today, such are the "profits" that accrue to the 

members, their loyalty is fixed.

Perhaps I should now comment briefly on the subject matter of the 

Conference you are abt.ut to hold. I suppose there is no more important 

sector in the co-operative effort than that of marketing. After all, 

mless thje produce is effectively marketed all the effort put into 

production and other fields of v/ork will be largely wasted.

In a study on co-operative marketing for agricultural producers 

published in 1955 hy FAO it was stated that "the marketing problem is 

in large part a matter of adjusting production to demand. The other part 

of what a producer can do to improve his marketing situation consists 

in minimising the costs incurred at every stage m til  ultimate consumption. 

Thus, although, the first consideration v/ill always be the production of

- 8 -
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/

a good quality article of a kind which is in demand, the second is to 

ensure that the producer gets a maximum share of the ultimate price 

p a id "^

I don't think any one would disagree^with this hut I should 

like to add another function of marketing - the expafision of the market.

This is, I think, especially important in the developing cotintrios and > 

where the potential demand can be promoted to an active demand a 

significant contribution is made to the economy of the country as a whole 

as well as to members of the co-operative in particular,

I am told that in India the food manufacturers produce for only 

a small percentage of the market. Presumably they foel that, commercially, 

the other hundreds of millions do not enter into the pictxH-e. Yet I 

q.uestion this.' It is true that the purchasing power of the mass of 

people remains very low but they are consxuners within the limits of 

their income, particularly of foodstuffs. Further, the situation is changing 

and this change is leading to an expansion of the market. We hear so 

much about the difficulties faced by India - especially about the food 

shortages and famine conditions - that we tend to overlook the progress 

made under the first throe Five Year Plans. Perhaps I may be permitted 

to draw your attention to those plus factors.

For example, per capita income has risen from Rs. 275 to Rs. 325 

and 28 million new jobs have been created. More than 52 ,000 'villages 

have been electrified, 1 7 , 0 0 0  villages have been provided with piped water 

and 700,000 wells have been sunk. The number of children at school has

- 9 -
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risen from 2 3 .5  to 68 million and collego students from 300,000 to 

1,100,000... The ntunber of hospitals and dispensaries has gone up from 

8,600 to 14,600 and family planning centres from nil to 11,474*

Ovmership of 730,000 acres of land has teen conferred on 330,000 farmers.

Per capita cons\jmption of focd-stuffs has increased in calorie value 

from 1,759 to 2, 145 a day. The supply of food has gone up from 12,8 ozs. 

to 15*4 ozs. a day and the availability of cloth from 11 to I5 metres 

per year, Foodgrain production has risen from 55 million tons to a peak 

.o f  89 million tons (1964-65)* The index of agricultural production has 

risen from 96 in 1950-51 "to 158 in I964-6 5 . Over 13 million acres are 

now covered by major or medium irrigation schemes and over 31 million

acres "by minor schemes# Nearly 500,000 piimps have boen energised.
/

Production of fertiliser has risen from 56,000 to a potential of $00,000 tons 

while plant protection measures have increased to cover over 4O million 

acres.

One of the reasons why the food situation has become so critical 

is the increased consumption per capita. That and the staggering 

increase in population has led to focd demands a' good deal in excess of 

anticipations, as can be appreciated by the fact that estimates of the 

increase in population have proved to be 10 years v/rong. It was thought 

when the first Plan was devised that population growth would bring India 

to the 500 million mark by 1976. Instead, that figure was reached in 1966.

The figures for development I have just given indicate, I think, 

aji expansion of the market for consumer goods, especially food. The 

first action of a hungry or ill-nourished man when he gets extra money

-  10 -
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is to spend it on food - the food he is familiar with which, of course, 

is not necessarily the host for him. Thus, here in India the extra 

money has been spent first on more grains whereas it v/ould have hoen 

■Uetter spent on prptoin-rich foods such as vegetables, milk and dairy 

products, fish, eggs and poultry mpat and so on.

• What needs to be done to expand sales to this growing market? 

Perhaps one essential step, I siiggest, for som d ex-ploitation of the 

market is a series of market surveys to determine the extent and rate 

of expansion so that marketing plans cê n bo drawn up with some 

confidence in the envisaged growth.
/

I cannot leave this subject without referring again to the 

inspiring example of the Kaira Co-operative - the Amul dairy. They have 

proved that a far bigger consumer market for dairy products exist than 

is generally believed to be the case by the food industry. Amul products 

are now sold to upwards of 75 million people in India. This is largely 

because they have developed an excellent marketing organization aijd I do 

not doubt that their quality products will bo bought by more and more 

■people as purchasing power increases among the masses. What the Amul 

co-operative has done, other co-operatives can also do if they follow the 

same sound principles.

No doubt this problem of market development will be very much in 

your minds dviring the various discussions you will have in the course of 

this Conference, In any case, we are all aware that the problem of 

determining the-rate of expansion of the mass market in the developing 

countries and how best for the marketing co-operatives keep pace with that
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expansion is one which concerns iis all. It is linked, of course, to 

organizational and administrative problems because -without an efficient 

organization effective marketing plans and schemes c.an hardly be carried 

out. I am glad, therefore, to see that theso various aspects will come 

imdor review diiring your Conference and I feel sure, in view of the 

wealth of experience of those who are participating, nuch sound and 

pr-actical advice and guidance will emerge from your discussions.

As I have already stated, PAO is concerned with all aspects of 

the co-operative movement in agriculture and is particularly interested 

in the marketing sector. We shall therefore closely follow your 

deliberations and hope that the Conference be especially concerned with 

the future development of co-operative marketing in this part of the 

world,

I now have great pleasure in inaugurating this Conference .and 

.extend to you on behalf of FAO and of oior Director General our best
\

wishes for a constructive and fruitful meeting.
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I .  INTRODUCTION

The Experts' Conference on "Co-operative Marketing" convened 

by the Regional Office and Education Centre of the International 

Cooperative Alliance, in collaboration with the National Cooperative 

Union of India, was held in New Delhi, India from 15th^to 21st 

January 1967. The Conference was attended-by 18 d ologat&e from 

Ceylon, India, Japan, Republic of Korea, Singapore, Thailand and U.A.R. 

Observers from the International Labour Office, Food & Agriculture 

Organization, Afro-Asian Rural Re-construction Organization and 

International Federation of Agricultural Producers also participated 

in the Conference. The Conference had also the benefit of ejq̂ er- 

tise from Sweden and ICA Headquarters'in London.

In the coimtries of South-East Asia, agricultural cooperatives
tKi

have nov; existed for varying lengths of time. ,̂ Cooperative Movement 

is diversified in different fields of the agrarian economy and the 

movement now covers aspects such as provision of credit, supply of 

occupational requirements to farmers, marketing of agricultural 

produce, processing, irrigation^etc. Howjver, in the field of 

marketing of agricultural produce, the movement in many countries 

is comparatively of recent growth and the progress of these societies



in different fields in all the countries is uneven. With the 

exception of Japan and in certain sectors of a few countries, 

the progress of coopGrative marketing societies i^ not significant. 

These cooperatives are faced with a number of problems. Many 

of these are largely common to all countries in the Region and 

obviously they call for siailar policy measures. Among the mani

fold problems, the problem of management is of paramount importance. 

The Conference was organised with a view to bringing together 

persons having specialised knowledge and experience in the field 

of agricultural cooperative marketing, and to provide them with 

a common platform for discussion on problems relating to coopera

tive marketing \jith special reference to management aspects, and 

to explore possible solutions.

Mr Cedric Day, Deputy Regional Representative of the Food 

and Agriculture Organization of the United Nations, New Delhi, 

inaugurated the conference on 15th January 1967.,

Flan of the Report

The report is divided into three sections including the 

Introduction. A brief description of the status of cooperative 

marketing societies in the participating countries of the region, 

is presented to Section I I .  Section I I I ,  which is the main part 

of the report, presents a gist of the discussions and suggestions 

made at the conference.

I I . STATUS OF AGRICULTURî iL COOPERATIVE MARKETING

Cooperative Legislation

In many countries in the region, cooperative movement 

was initiated mainly for the purpose to providing credit to the 

farmers. In the beginning of the present century, agricultural 

indebtedness had become a major problem and it was thought that



the organization of cooperatives among the agriculturists to 

provide credit to farmers would help to solve the problems of 

indebtedness, Accordingly, when cooperative legislations \̂ ere
«

introduced, in these countries, the legislations provided for 

the organisation of mainly thrift and credit organisations.

It was aoon realised that the mere supply of credit to farmers 

would not provide a lasting benefit to the cultivators unless 

simultaneous efforts are made to organise cooperatives for assis

ting the cultivators in the marketing their produce.

In India, for example, the Cooperative Credit Societies 

ilct of 1904. provided for the formation of mainly thrift and 

credit cooperatives. This Act was later amended in 1912 to pro

vide for the organisation of societies for purposes other than 

credit, and also for the formation of central organisations to 

provide capital to primary societies. In Ceylon, the Cooperative 

Societies Ordin?.nce of 1911 was amended in 1921 to enable the 

organisation of non-credit societies. In Thailand the Cooperative 

Societies Act BE 2471 of 1928 facilitated the formation of non

credit cooperatives. The Association Amendment Act of 1916 had 

provision for the formation of only credit societies.

In the Republic of Korea, the law to regulate the cooperative 

movement was passfid only a decade ago. The Agricultural Coopera

tive Act was enacted together with the iigricultural Bank Act 1957. 

According to this Act, cooperative credit societies were prohibi

ted frcm undertaking non-credit functions and the two sectors of 

the movement did not have coordination between themselves and 

there was conside,rable duplication in functions and competition 

in their business operations. With a view to eliminate the in

herent defects of the organisational structure between the agri

cultural cooperatives and the Korea Agricultural Bank, the govern

ment promulgated a new jigricultural Cooperative Act in 1961.
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By this act, the cooperatives and the Korea Agricultural Bank 

were amalgamated into one sys1;.en"tic organization designed to 

enable credit and other business activities.

In many of these countries, though the required legal 

framework was introduced to facilitate the organisation of jnar- 

keting cooperatives, the mailceting movement did not receive 

much attention until the thirties of this century. For a number 

of reasons during the economic depression of 1929 it was realised 

that the supply of merely credit to farmers will not provide any 

lasting benefit to the farmers unless simultaneous efforts are 

made to assist the cultivator in the profitable marketing of 

agricultural.produce through marketing cocpor''.tivo. Tho ottcnpts made 

in the organisation of cooperative marketing of agricultural pro

duce can be broadly classified 'in tv/o categories: , ‘

i) Organising specialised cooperatives to undertake

marketing of all or certain specified commodities, and 

linking their activities with credit cooperatives,

ii) Organisation of multipurpose cooperatives to undertake 

both credit and marketing functions.

With a view to encouraging and assisting these cooperatives, 

governments in many countries provided technical and financial 

assistance in a number of ways.

The Structure of Marketing Cooperatives

The structure of cooperative marketing movement in all the 

couiitries of this- region is three-ti«rd; Primary cooperative mar

keting societies covering a group of villages are at the base.

These societies are generally located in a marketing centre.

These.are organised into federations at the district/prefectural 

or regional levels which in turn are federated into Apex orga

nisations at the State or National levels.



In Ceylon, cooperatives at the primary level include both 

multipurpose and general purpose cooperatives kno\'jn as Agricultural 

Produce and Sales Societies. There are also societies engaged in 

the marketing of certain specified commodities. In fecent years, 

attempts are being made to convert the genei'al purpose marketing 

cooperatives into multipurpose cooperatives so that they could also 

undertake supply of consumer goods to farmers bosidos crodit and 

marketing. Federations of marketing cooperatives at different 

levels are also organised. The structure of the movement in India 

Thailand‘and Singapore is similar to that of Ceylon. However,in India 

in recent.years, the multipurpose cooperatives are being desuaded 

from undertaking marketing functions. These societies are 

linked with the marketing cooperatives and the task of assembling 

of agricultural produce of the farmers and transporting the same 

to the’marketing cooperatives for ultimate sale is assigned to 

credit and multipurpose cooperatives.

, In Japan ond Republic of Korea, the societies at the primary 

level are multipurpose cooperatives engaged in both credit :?jid 

non-credit activities. In these countries, there are also specia

lised cooperatives for undertaking marketing of different commo

dities. These societies are organised into federatioTis at 

Prefectural and. National levels.

In all these countries, the marketing cooperatives, apart 

from undertaking marketing of agricultural produce, are .elso engaged 

in other activities such as supply of agricultural requirements like 

seed, fertilizers, machinery and other agricultural equipment. In 

certain countries, a few societies tlso provide production credit 

to farmers chough this does not strictly fall within their field 

of their operations.

Present Position of Marketing-Cooperatives

In Ceylon during 19-65, there were 4-,708 societies undertaking



marketing^of agricultural produce. They claimed a membership

of 646,244-. The societies covered produce such as rice which

is the main crop, tea, rubber, tobacco, coconut, vegetable etc.
t

It is estimated that about 90 per cent of the cultivators are 

served by these cooperatives.

In India, during I964 there were 3,347 marketing cooperatives.

Of these, 3,166 were primary cooperatives, 159 central societies,

21 state marketing cooperatives and one national federation. The 

societies covered cotton, tobacoo, .rice, wheat, coconut, fruits 

and vegetables and a few other commodities. The membership con

sisted of 1 , 30,567 societies, 17.2 million individuals, and 68,278 

nominal members.

In Japan, during 1965 there were 9,135 cooperatives engaged 

in the marketing of agricultural produce. These claimed a meui- 

bership of roughly 5.8 million farmers. Beaides these, there were 

1,089 federations, including those without capital stock 747 

municipal federations and 26 national federations'. These fede

rations covered livestock, sericulture, horticulture, insurance 

etc. However, of the national federations, only I 6 were engaged 

. in marketing business and most of them were specialised federations 

dealing with certain specific commodities. The national marketing 

federation of agricultural cooperatives, ZENH:'J'IREU, handles a variety 

of agricultural and livestock products.

In the Republic of Korea, during I 966, there were 17,675 

Ri or Dong (Primary) cooperatives. These cooperatives were 

federated into 139 city or Gun cooperatives v/hich had 399 branches. 

There were also special agricultural cooperatives numbering 135.

These cooperatives are united into a national federation known 

as Kati^'nal Agricultural Coopir^tive Federation, The total member

ship of these cooperativGS was 22.9 million. The mombcrshlp .of the 

primary and special cooperatives is not however rhutually .exclusive.



In Singapore, during 1964- there were 7 marketing societies 

having a membership of 2,970, The societies covered poultry, 

fish and a few agricultural commodities,.

INTEmTIOHJJ. GQOPEHiiTIVE TIilDE

Some of the cooperatives in the region are also engaged in 

international cooperative trade. In India, the National Agricul

tural Cooperative Marketing Federation and a few other marketing 

federations in some States are exporting products of their mem

bers to Middle-East countries. The commodities exported cover cotton 

bananas, mangoes and pulses. Some of the cooperatives also import 

a few items like cauliflower and potatoe seeds, dry fruits and 

asafeetida.

The National Agricultural Cooperative Federation in the 

Republic of Korea has set up a foreign trade section to handle ■ 

imports and exports. The imports cover, milch-cattle, agricultural 

chemicals, agricultural machinery, seeds, maize for fodder and 

also rice mainly from Japan and the United States.

In Japan, three federations of agricultural cooperatives 

at the national level are engaged in international trade. The 

commodities cover agricultural products and horticultural goods 

as fresh tangerines, preserved foods,.seed potatoes, apples and 

eggs to the U.S.A, Canada, U .K ., West Gemiany, Sweden, Singapore 

and other world markets. Some of the federations also import 

foodstuffs, raw materials and fertilizers. In recont years, 

considerable quantity of maize is imported from the Bangkok Farm 

Products Marketing Society, Thailand,

GOVERNMENT ASSISTANCE

After the achievement of.political independence, many countries 

in this Region have launched upon development plans. In these
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plans, considerable emphasis is given on the organization of 

marketing cooperatives, and a deliberate policy has been adopted 

for the organisation of such cooperatives. These cooperatives, 

are also given increasing technical and financial assistance by 

the government so that they could undertake marketing and other 

necessary allied activities in an efficient way. The nature 

of such assistance given to marketing cooperatives is indicated 

below:

i) Loans aod subsidies are given to cooperatives for the purpose 

of construction of buildings and' storehouses, purchase of 

sale depots, prevision of machinery and other equipment.

ii) Loans and- subsidies are also given for the appointment of 

technically trained and qualified managerial personnel. In 

certain cases. Government also.deputes their persons to work

as managers or secretaries of the societies. The cost of these 

personnel is borne either by the government, the society or 

shared by both.

iii) In some countries, specialised institutions have been created 

for providing financial assistance to all types of cooperatives 

including marketing societies. For some of these institutions 

the resources are entirely provided by government through 

financial appropriations from government budget. Again, in 

India, the Central bank of the country, the Reserve Bank of 

India, provides finances to marketing cooperatives for various 

purposes at concessional rates of interest. For certain 

purposes the rate of interest charged is below the Bank Rate.

iv) With a view to assisting the cooperatives in increasing the 

borrowing power of the societies and also to generating con

fidence among the commercial institutions in financiag the 

cooperatives, in some countries, the governments have contri

buted fo the share capital of the societies and have thus 

become active partners in the development of cooperatives.



This contriBution is given to the cooperatives at all 

levels.

v) Financial assistance for the puipose of carrying on coopera

tive education and propaganda work is given to Cooperative 

Federations and Ccoperative Unions. Governments hav. also 

provided assistance in organising special training courses 

for the personnel v/orking in the marketing cooperatives.

vi) In order to provide a proper atmosphere and to create 

suitable conditions for the effective working of marketing 

cooperatives, operations of money-lenders and traders are 

being regulated through legislation.

OTHER FOIMS OF STATE ASSIST/JJGE TO MJiEKETING COOPERATIVES

Marketing cooperatives are also given support and 

encouragement in other ways. Some of the ways in which this 

support is given to the marketing cooperatives are indicated 

below:,

i) Marketing cooperatives as also other credit and multipurpose

. cooperatives are given moral support by the government in

recognising them, as suitable agencies for undertaking various 

activities. In India, for example, during the Second World 

War procurement and distribution of rationed, controlled 

and oth?r necessary con;modities was entrusted largely to

■ cooperatives. Cooperatives are'also given the work of dis

tribution of fertilizers, cement, iron and steel required 

by the farmers. The cooperatives are also utilised in the 

food procurement operations. In Ceylon, the entire food 

rationing scheme in the City of Colombo is implemented 

through cooperatives.
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ii) ■ In Ceylon, cooperativas are utilised for impletnenting the 

Guaranteed Price Scheme for agricultural commodities. In 

the Republic of Korea and Japan, the Rice Lein Programme 

is mainly operated through cooperatives.

AppointmQnt of Committees of Enquiry

Another way by which governments have assisted the mar

keting cooperatives as also the cooperative movement in general 

is throijgh appointment of Committees of Enquiry from time to time 

with a view to suggesting measures for strengthening the Cooperative 

marketing structure. In recont years, governments have .also been 

providing financial assistance to professional organisations and 

Universities for undertaking research in pertinent fields of 

cooperation. In some countries and particialarly in India, a few 

of the States have cells for undertaking research in different 

fields of the economy including cooperation.

PROGRESS OF COOPER/iTIVS MARKETING

In recent years, because of the financial and technical 

assistance and preferential treatment provided by the government, 

marketing cooperatives in different fields have increased and 

their coverage, both from the point of view of membership as well 

as the range of services provided llave grottn. In spite of this 

development, the part played at present by the marketing cooperatives 

in assisting the farmers in the marketing of their produce has been 

rather modest, ^n exceptioh, however, may be made in respect of 

Japan and in specified sectors of a few other countries. In 

general it may be observed that marketing cooperatives have made 

some impact ixi the field of commercial crops like cotton, sugarcane, 

tobacco and also in certain areas or regions whore the food crops 

are grown on a commercial scale. In regions vAiere the subsistence 

farmers predominate and they cultivate diversified crops, the
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progress of marketing cooperatives has been rather un

satisfactory.

OF 'GOOPERikTÎ /E M.;BKETING SOCIETIES

Various factors have contributed to the poor progress 

of cooperative marketing movement in these countries, ■‘̂ mong 

others? lack of adequate financial resources with the movement 

and inadequate understanding of the problems of agriculturists 

and their financial and other needs, lack of interest and active 

participation by thî  members in the activities of the societies 

and absence of loyalty among tlî  members, lack of availability 

of able management personnel and the ^ntry of moneylenders and 

traders in the society, wide-spread illiteracy and general 

lack of understanding and appreciation by the rural 

masses of the ability of cooperative technique as a means of 

increasing their economic and social welfare have combined in varying 

proportions to woik against the progress of the maricetiag 

societies. A.bsence of other external factors liiich can create 

a congenial atmosphere for the smooth working of the societies 

may also be emphasised in this connectioh. In Japan, the 

probleirs of marketing coopcr-^tivos -.rs of difforont nature. The 

consumption pattern of the people in Japan is undergoing a great 

change and the people now conanaemore of vegetables, fruits, 

and other livestock products. This necessitates readjustment 

on the part of marketing cooperatives so that th^y could handle 

efficiently vegetables? fruits and livestock products.

The G..'nference discussed some of the problems referred to 

above though greater attention was given to management problems.

• lU tta marketing structure the federations at the 

regional and national levels have greater role to play in the 

development of primary marketing cooperative 

as also in the overall development of cooperative maiiceting 

system. The Conference therefore largely discussed ^lanagement 

problems with reference •'io the federations. Some of the problems
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discussed covered objectives of natiorml/regional federations^ • 

administrative set up for policy making and the role of the 

General Meager, financial planning and follow-up controls, pro

motion and organisation of sales, procurement o f •commodities 

from affiliates for domestic and foreign trade , technical 

services for affiliates , product improvement programmes, and 

Management Development Programmes. The *^onference also 

discussBvd the problems and measures to be undertaken in 

achieving Integration between national/regional bodies and 

primary societiet!.
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I I I .  OBJECTIVES OF NATIONAL/REGIONAL FEDEi^TIONS OF MARKETING

COOPERATIVES

In many cooperatively developed and also in a few develop^g ^untriee , 

federations at the national and regional levels have boen arganinoii nn-̂ - 

x̂limax to-an integra.ted system of agricultural marketing. These 

federations have been organised both horizontally and vertically. The 

objectives of such federations has been to secure certain economic 

ends and/or to undertake educational and propaganda work. Through 

organising fad©r«tlone and pooliag of resources the small cooperative 

societies have been able to undertake many functions which would not 

have been possible for a solitary marketing society. In many cases 

these federations have developed new activities and have also 

penetrated into unexplored regions. The objectives of these federations 

have thus been varied.

In some of the developing countries of the region, in certain 

fields cooperative federations have been organised mainly for the 

purpose of helping the development of marketing cooperative movement 

for example, in India. irfhile noting, som̂e of these developments, 

the Conference suggested the advisability o f  h a v in g  a  .fl^xibla policy 

with regard to the formatioh of federations. .Such federations may be 

organised even though the number of primary cooperatives federating are 

not large. The suggestions made with regard to organisation of 

federations weres

1. Cooperatives should be stimulated to cooperate among themselves 

in a federation whenever this means that some, of their services for 

the primary members eould he better performed or .better price could 

be obtalne.J by large scale operations and pooled resources.

2. The federation might merely be an intermediary stage for an 

amalgamation of small business upits into one larger unit with more 

specialised and other skilled personnel. It could at the other 

extreme, be a federation for cari5?:ing out general cooperative 

education and marketing policy with or without the support of the 

government. In respect of the later, it Is essential to ensure that
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not too many federations are set-up as' this is likely to cause 

confusion ajid hamper the coordination which is necessary particularly 

so in view of the limited resources which the cooperatives have.

3. In organising federations,' it is necessary to have a cautious

• approach, so that there-is no overlapping of functions. In cases where 

the same purpose is already fulfilled by farmers'' unions, these should 

not be undertaken by other organisations. Nor should a federation 

be set up only to provs united action, where ^  effect such action could 

not as yet be provided and the government backing is found.

4 . Federationa of business activities meant more of poolijig and 

before pooling could be recommended, the principles for the sharing and 

the effects thereof ought to be carefully investigated.

5 . As a general conclusion it was found that the financing and

the form of federation depends primarily on the conditions in various 

countries. It was rather difficult to envisage the beginning of an 

integrated marketing system through a federation unless there is a steady 

government. support.

PRIORITIES IN THE OPERATIONS OF MARKETING GOOPERiiTIVES

'■̂he nature of activities that a federation should undertake will 

ultimately he determined by the objectives which a federation has set 

itself. Among the different activities planned to be undertaken, a list 

of priorities should bo worked ottt and these should be taken up 

gradually aŝ  it feels it way and gains experience. The es^ansion of 

activities in different fields should be decided upon in the light of 

the resources, capital, managerial talent and business acqu^men, the 

federation has. The Conference emphasised this particularly because of 

the fact that in certain cases federations have taken up varying functions 

without due regard to the resources they have and have thus go't into 

avoidable difficulties.

In the initial stages, federations .should undertake functions 

vAiich are simple and do not Involve/business risks. These relate to 

marketing of produce on commission basis, supply of seeds and ferti-
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lizers etc. In this connection, taking up of jobs on behalf 

of the government was also suggested. Such activities provide a 

protected structure to cooperativss and also because of assured 

demand, business risks are removed. Some of these activities would 

also enable the federations to secure business experience and contribute to 

strengthening their financial resources. >t an early stage,. efforts 

must be made to extend the activities in other fields some of which 

might be more difficult and complicated. The object should be to take 

up as many related and necessary activities as possible within the over

all availability of resources both financial and human. Apart from 

undertaking merely economic functions, the federation should also enter 

into other fields such as agricultural extension and assist the culti

vator in improving his techniques of prodtidtiian and thus increasing the 

productivity of both land and labour, a general conclusion the 

Conference observed that it is rather difficult to indicate priorities 

for different operations as much depands upon a number of variable 

factors as indicated above.

PBOGURBKhMT OF OOMODITIES FBOM FOR DOMESTIC
..S WILL î S FOREIGN Tfî lDE

THE Federation should take appi-opriate measures for mobilising 

the agricultural surplus from the rural areas so that the produce could 

be profitably marketed either in the internal or external markets. The 

Conference discussed a number of problems arising, out of the procurement 

of commodities from affiliates by a federation. These problems relate 

to, standards of norms of acceptmce of goods by a federation, packing, 

finance, transport and development of sound managerial skills among the 

affiliated cooperative units. Some of the suggestions made at the 

Conference towards the solution of these problems are:

1 . Procurement of commodities for promoting sound trade could be 

greatly facilitated by development of a sense of loyalty to the 

federation on the part of the constituent cooperative units, and indi-
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vidaal members to thexr respective cqoperativa marketing societies.

In this connection,■the Conference felt that profit sharing and payment 

of rebate on the basis of quality might be useful instruments in 

securing the loyalty of the members as well as the affiliated 

societies. .

2 . While discussing the problems of mobilising the marketable 

surplus f3X)m the rural areas the gonference also discussed some

of the aspects relating to procurement of agricultural commodities 

®n behalf of the goveinmeht'. It was felt that the problems of pro

curement would (ffiffer greatly depending upon the various situatiohs 

under vfaich procurement programmes are undertaken. In cases where the 

procurement is undertaken on behalf of the government at an assured 

price, the federation’ will not be required, to bear any risks. However, 

in other cases where the procurement operations are undertaken by the 

federation on its own,either for internal trarle or for exports# ths 

federation will have to bear-ali-^the financial risks. With a view to 

evenly distributing the risks among all the constituent units, it was 

suggested that the possibility of creating^^risk-bearing fund atohiBQ 

-eociotTgq at al^ I ovqI d might with advantage be considered. In securing 

the effective participation, of affiliated societies in ^procuremient 

operations of the federation,the Conference suggested that it might be 

necessary for the federations to part with a portidn of .the 

to farmers cooperatives.

3. The federations should build-up sufficient reserves

so that they could withstand any unforeseen losses that might 

occur in a trading business.

4* One of the major problems to be faced in mobilising agricultureil 

surplus and in lauching any pro'curement programmes arises because 

of the fact that in the mral areas, by and large, the cultivators are 

bound to one or the other private traders. In order to wean away such 

farmers,from the private traders, the Conference emphasised the need to
iKX pv-VV. ivtjk.

assure jaotte-r pricfes to the farmers and demonstrate to tbo oultlvafccu-B” 

the advantages of pooling of produce. ,
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. 5 In this connection, the. Conference noted the efforts made 

by some marketing oooperatlvas^^in paying guaranteed price to fAimers

for certain conmodities.

For a number of reasons, in the initial stages, it may not be

ICm. marketing cooperatives in many of these countries‘to 

ensure a guaranteed minimum price to farmers. Mor is it puijuiblu-tt) 

oampute "With pvi-yato traders and, pay,high prit^a. The advantages of 

marketing cooperatives have to be viewed from the long-run point of view . 

In- the initial stages,, therefore, farmers might have to sacrifice 

and be willing to accept a lower price. Xii79jr» is, therefore, a need to 

educate the faimers.

6. Ine federations should build up an efficient system for handling 

of produce.- In the-..initial stages? wherever possible, the 

federation might consider the possibility of entering into a partner

ship with some of the well-managed cooperative societies and thus 

raising their operational standards so that they could effectively 

assist the federations in the mariceting operations. Ihis wDuld also 

necessitate initiation of special programmes of Management Development 

Programme by deliberate efforts in the direction.

t'INMGIiiL PLMMING

Prior to the organisation of marketing cooperatives and also 

in undertaking any particular activity, preparation of a systematically 

worked out financial pl.an is important. Because of the absence of such 

a plan a number of societies got into a variety of operational 

difficulties and a few of them had to eventually close their 

operations. Many difficulties also arise because of utilising 

short term resources for long term purposes, '^his has rendered 

societies without funds for day-ta-day activities, -financial planning 

assumes partiallar importance in some of the countries in this region 

where the government has a significant role to play in fijiancing and



also in the development of the cooperative marketing societies. A 

systematically worked out financial plan will enable the socAstias in 

estimutihg the required financial assistance from the government and 

also to know in advance the quantum of assistance that would be 

available from the government. Further, it would also enable the 

government to know of their financial stake in giving assistance to 

any particular society. This is necessary because of the large scale 

involvement of the governments in these countries in the development 

of the marketing cooperatives. Careful financial planning is also 

necess'iry because of the fact that a failure of a aociety. baa its 

r'3p4.rcussions not only on the particular society concerned but also 

on other institutions such as cooperative bfinks.

In preparing a financial plan due consideration should 

be given to faotors.such a s  the natura of buaineae

the marketings federation is expected to do, the levels of operations, the 

mode of doing business and the expected income or revenue from different 

activitias. The plan should provide for a viaole business and should 

also make provisions for unforeseen risks. It is necessary to take into 

consideration the factors referred to above as the amount of finance 

required for different activities vary according to the tj^e of business 

done and the mode of operations. For example, when certain activities 

are undertaken on behalf of the government, the financial requirements 

might be less than those needed when the activities undertaken on their 

own..

The plan should also indicate the quantum of finance required for 

long term and short term purposes. L^ng term resources may be by 

way of clean accommodation, as well as by hypothecation either 

from a oooperatlve back or other agenclaa. Methods of raising 

the finance should- also be, voiced out in detail.

Tha aource of finance are both internal and external. The internal 

resources are, share capital,- deposits, revolving capital etc.’ Ifee 

ratio between external and internal resources should be roughly 1 :1 .

The external resources would be borrowings from government and from 

other institutions. The Conference emphasised the importance of 

intertial E‘»sc!uro3B. . Some of the important suggestions made are;

18
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1 . 'Contributions to the share capital of the society by the 

members on the basis, of the value of goods sold through the

marketing cooperatives. It was felt that introducing this system 

may not be. appropriate in the initial stages. The willingness of 

the members to coatribute to the ^are capital is mainly detexmined 

by the utility of the cooperativs:'marketing societies.' It is> 

therefore, necessary to ■'■ajattasiij - the efficiency of the societies.

2 . Possibilities of government contributing to the share capital 

of the societies should be explored. The government, however?

should not have any preferential tratment and the share capital 

held by the government shQ,uld be redeemable.

3. The state should also_undertake to make deposits in proportion
pirv-fci’vv . j_ j

to t h e ^ ^ p a l l o c a t e d  to the reserve fund of the society and the

deposits made by the members. . ■

aiLES PROMOTION aMD a'kLES ORG<'ii-n3..TlON

The Conference considered the importance of promoting sales

and organising the distribution system in a systematic way. It

was felt that many marketing societies do not have a systematic plan

for assessing the marketing potentialities and locate them so that

they could expand their sales.* In this. connection, the Conference

s.tressed the need to consider the-possibilities of adopting some of

’the practices followed by the private ■t̂ radiftg- concerns. These

relate to conducting market research studies,initiating technical

research ia producing goods which could meet the genuine consumer

demand, organising proper distribution system and adopting

competitiva price policy. The aocietiefl ahould

adopt a. deliberate policy to promote sfils through effective

advertis«tt3ni, propaganda^etc. The marketing cooperatives

should give special attention tiĵ  some of these aspects and provide  ̂ ^

nec^sary funds for undertaking sucii activities. ,

While discussing this aspect the-ConfeTencer observed that in

certain fields such as cultivation of .improved seedst manufacturing

of fertilisers and their diistribution, cooperatiTee have considerable

BOope. These fields are largaly noar-oompetitlva and tha^prodaots have
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an assured demand. G:.ooperatives should therefore explore the 

possibilities of entering in these fields,

.iDMmi3TR..TIV£ SflT UP FOR POLICY Mi AIN G OONIfijLLL^G OPEIL.TIONS;
OF RdSPONSIBILIIY .liND LE îDEfiaHIP - ROLE OF THE GM Ex^ MiiN^G£R

The administrative set up for a cooperative organisation 

comprises the general body meeting, the elected board of directors 

and the employed managerial personnel, especially the general manager 

or the managing director. For the orderly business management of a 

cooperative society most relevant is the relation between the Board 

and the Director and this question was very much dwelt oi in tti8 Orttfarance.

As a general principle it was felt that the Board of Director^ should 

confine'its activities to the formulation of policies and reviewing 

from time to time the business and financial progress and suggest 

remedial action. The gener^ manager or the managing director, on the 

other hand, should confii^^o^he execution of the policy foimulated 

by the board. During the discussions it was also felt that it is not 

always easy to demarcate the functions between policy making and 

execution. R ie ■fwno.tifjn in a fim'tM  onffiF̂ ry irg-la^ccjy

.a, n m.» nnt TVh hy,j-.ki.a

omplayijii pocooi«m ol.
In order to enable the board to perform its tasks properly it was

felt th^t the general manager should supply the board with adequate

information on business trends, financial data, programme of woik, etc.

and indicate the specific problems as well as the alternative lines

of action proposed. The pros and cons of the proposals ought to be

properly spelled out so that the board could make pioper decisions.
fM

It is through this process that^board could be educated in t l ^  

performance of its^tasks and over a period of time could ask^right 

type of information. Making the board members familiar with the 

problems of the business concemedfl( is thus an important task for 

the gene-ral manager. This should aim ^t developing a ,coacget»- outlook 

and ability to evaluate the financial and other data provided to them.
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Some of the important aspects that may be covered in such a -task 

are: the interpretation of principles of equality in dealing with 

members, and the interpretation of cooperative practice in terms of 

fjimulating pricing policy, quality payments, patronage refunds and 

use of surplus..

The Conference felt that the directors operating through sub

committees for tackling,,the various business tasks is indicative 

of the desire of the board to manage the business itself rather than 

confine its activities to policy making. Such a practice is not 

conducive from the point of view of managerial efficiency. The board 

of directors ought not to degenerate into the managing committee 

perfoiming routine tasks of purchasing,. fixing prices of individueJ. 

commodities, transfer of p^rsonnel^etc. . The board should take u 

long-term view of the programmes and policies of th-̂ :' society as against 

the day to day activities and the short-t-erm questions with which 

the general manager is oonfccsated.Well-defined division of powers 

of the general manager will contribute greatly to the smooth 

relationship between the general manager and the board of d.irectors.

A.proper rapport between the two should'also be developed. The 

Gonference also felt that political should not be brought

into the working of boards by people who may be having affiliations 

to one or the other political party.

PRODUGT IMPB0Va4aiT PROGR.>MME

rroduct improvement embraces a considerable variety of functions. 

These include, ensuring supply of the right type of produce in the 

required quantities at the least possible unit cost consistent with 

the adequate services for the efficient producer, and^ securing the 

best possible price for the individual members' produce.

It was recognised that the role of cooperatives should be to 

guide and assist producers in a(^usting theii* produce^ to the 

consumers^requirements, 1,1avLitmgtew. > In that respect product * 

specificaticn and standardisation are important. Equally essential 

are the provision.to affiliates of adequate advisory services and
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requisitesAlthough the resp&ctive roles of governmental ejitension 

services and of cooperative advisory ser )̂'ices vary greatly from country 

to country, it was recognised that in most instances^ooperatives have 

to assist their members, ’̂arm management advice and technological 

guidance are often an integral part of the cooperatives" ovjn plans of 

operation. In a number of cooperatives these activities are bound up 

within a policy of Supervised Credit. However, the need to avoid 

over-ambitious approaches in that'respect was stressed. In Japan, 

cooperatives are helping smaller farmers to set up joint production 

units.

^mong the means oft^n utilised by cooperatives to facilitate an 

improvement in producers productivity is the supply of collective 

facilities such as machinery tools, cooperative spraying etc. Usually 

a consolidation of parcels and a serious education of farmers has 

to be conducted, before such advan.ced<iffi.3thods can be usefully implemented.

The importance of farm book-keepihg and accounting was stressed. While 

cooperatives should press the members to keep sufficient - if 

elementary - records of their .operations and supply them with 

the necessaiy forms and advice, the purposes end usefulness of feim 

accounting should first be fully understood.

When the cooperative mera,bers remit marketable produce to their 

society, it becomes its responsibility to Increase the commercial 

value to the fullest possible extent. A wide range of activities 

are involved in the implementation of that task. These include,

 ̂grading, processing, packaging, marketing and promotion, all -of which 

have their technological and their economic aspects.

The dual role of grading (that of inspection and that of an 

instrument of efficient marketing and of sale promotion) was stressed.

The ultimate responsibility of goveinments for staUilising and 

controlling tirades 'Which must apply to trade through cooperative and 

non-cooperative channels was recognised. It was also noted that 

grading must often take into account consumers actual requirements 

and preferances'rather thaii theoretical standards.
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Processing by cooperatives proceeds to more and less advanced 

stages depending upon the position of the markets to be supplied, 

iilthough advanced methods of processing should not be neglected 

where outlets of sufficient size are available for the end products, 

it will often be preferable to make the best possible use of more tradi

tional methods (drying,salting) especially in these countrlas vrtiere con-
#. ■

auBiers are not equipped to secure the benefit# of refrigeration .The high 

cost of sophisticated industrial methods of processing cannot be 

overlooked either. The balance of costs (In capital and in operating 

expenses) and of returns must always be kept in kind.

Much the same kind of considerations are applicable to packaging.

The impact of attractive and convenient packaging and labelling on 

consumers demand should never be underestimated.

.ks aspect of marketing which is often neglected at the risk of 

considerable losses to the cooperative movement and to tho national 

economy as a whole is wastage and deterioration of products between the 

farm and the final market. FaO 's intention to devote special attention 

to that problem in its next report on State of Food aad Agriculture 

was welcomed.

Improving marketing machinery and establishing the most 

efficient links between the various stages of distribution is essmtial. 

Federations and unions will therefore haVe to conduct continuing 

research covering all phases of their operations and pass on the 

results of such research to their affiliates - especially the primary 

societies - in understandable form.

Market information and intelligence sho'jld also be made available 

at frequent intervals to all concerned.

The Conference discussed many aspects of product improvement 

programmes and felt that the problems confronting marketing federations in 

the various countries were similar enough to justify an intensification 

of international consultation and'cooperation in that field.
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TECHNICAL SERVICES FOR iimLIATES

In the process of marketing of their goods, primary societies 

come up against problems.which they cannot solve unless they pool 

in order to render services or form seqondai’y societies. In the 

latter cas^e, secondary or,tertiary societies set up services of two 

types for their primaries,.

Ideological services such as education on principles, work 

and laws concerning the cooperative movement; function of audit; 

and representing the cooperative movement at the national level 

and in negotiations with the government.

While discussing these aspects it.was stressed that

auditing can grow into aŷ ehool of business education. The secondarj’ 

societies would contribute to..strengthening the bargaining po.gition 

of cooperatives vis-a-vis the.government and the cartels.

Functional services done by functional unions can be 

divided into three broad aspects:

i) equipping the primary societies for their proper functioning.

This is the most important type of service for the purpose of 

agricultural growth.r It comprises all kind of technological 

guidance and anuipment which helps the farmers to improve 

their productivity and thus increase their oiitput and income.

In addition to production, this type of services includes 

transport, processing, storage, grading, standardisation, 

packaging^ etc.

The discussion showed that this type of services combined with 

proper extension is the most important factor for making the 

cooperatives strong organisations and thus contributing to the 

development of agriculture. ^Farmer should be the primary concern 

of this service.
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il) Aasisting the primaries with information and guidance to

ensure theprofitableness of their undertakings. In this field, 

the discussion drew attention to proper use of statistics, 

improvement of operational research and marketing analysis.

iii) Making representations on behalf of the primaries in respect 

of the problems common to the primaries.

The Japanese delegates gave the account of- their experience 

which concentrated most of the agricultural services around 

the primary societies.

DEVELOr̂ MENT PBOGliiME '

The issance of Cooperation iS’ democracy, equity and social* 

justice. It is essential that the employees of,cooperatives 

understand the aims, objects and practices of ■^Cooperation' .̂ The 

employees must have a sense of devotion to the cause of Cooperation. 

Cooperatives^ theJefore, need to give special attention in 

Management Development Programme> This programme^ineludes recruit

ment of employees, planning training programmea and other related 

aspects.

The main objects of management training programmes could be:

(i) Providing the managers, prospective managers and other 

employees in the management cadre,^the basic knowledge and 

underst^d^g business economics.

(ii) To .ar8 0-business skill and ability of the employees.

(iii)lmpa.rting cooperative education including the aims and objectives 

of a particular society with which the employees will be writing.

Lectures, seminars, job training, role playing, project 

report^etc., are some of the methods by which the required training 

to employees could be given. The training must help, the employees 

in the practical application of cooperative principles. It .is  also 

necessary to carefully watch the performance of. employees and vAierever
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necessary, they should be enabled to secure further training. The 

field of training should be decided in the light of the employees 

performance in different fields of activity. The training programme 

planned for the employees should not, therefore, be rigid and must 

be flexible and should provide for adjustment and readjustment 

accJording to the needs of the employees. It is also necessaiy to 

generate the spirit, o f . team work and devotion to wDrk. The employees 

must identify themselves with the society and in achieving this*4^vi_ 

team spirit among the employees has a considerable significance.

, The Gonferenc^ also emphasised the toportanoo o^‘ careful 

■sc3n.itiny -^d Bereea-ing of prnipacti.v»-aBiployoe-a-baforo bo^n'g 

*»e<JiullisQ. In attracting suitable candidates to cooperative service, 

providing adequate remuneration and salary scales, scope for pro

motion and other benefits was emphasised. While discussing these 

aspects, it was suggested that it would greatly help the cooparatives 

if a pool of personnel seeking employment*particularly at the , 

managerial level, 4a*created. It is in this field the federations have 

a great role to play.

TEGHNIJ.UE3 W  ACHIEVING INTEGRATION BETwEM NaTIONaL/RC(tH 
BODIES aND PRI^'U^g SOCIETIES

Concept of Integration

The subject of integration .was discussed in a somewĥ it broader 

Way than the formulation indicated above. Integration was understood 

to be an effort to improve the gains to the farmers through improvement 

in the process of marketing and associated activities, such as supply of 

credit, agricultural in-puts, and cooperation in production programmes. 

Integration may be in the form of collaboration in a few activities, 

amalgamation of the various units or centralisation of activities in 

a federal body. Sucli an integration may be of two types:

i .  Horizontal integration

ii . Vertical integration.

. Ho,rizontal 

units operating at
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bargaining power thraugh collaborative.^^i’q.rt Vvtiich viay. extend 

to even amalgamation of the units.fVertical integraticn takes 

place when the various units collaborate and/or establish a ., ^
•^ M U J L  A  c i -wv^/ .live cU
'secondary organisation in order to/aohi '̂-o economies of scale p̂ .̂K̂ -vv..v̂  ̂ .

^ * -<tv‘ *
through saving in overhead costs per unit of service or output.

Such vertical integration mny be in the form of centralisation 

of business activities previously carried on by the affiliates, 

through establishment of secondary organisation for the 

purpose, if needed.

The greater part of discussion was concentrated on 

vertical integration^which was regarded necessary for attaining 

a high degree of efficiency while retaining the essential 

democratic character of the marketing movement. 

purposes of Integration

fhe purposes of integration were indicated as followss

i. iLlimination of duplication of facilities and fujictions for 

developing gre ater collective bargaining strength;

ii . for achieving economies of scale;

iii . for ensuring dependability of services for the affiliates 

and the farmer-mem]'ers;

iv . for centralising decision-making pov/er and thus achieving 

m;3nagerial efficiency; and^

V. for making channels of communications more effective.

Advantages of Integration

Some of the advantages of integration are spelled out aoove 

while outlining the purposes of integration,

i . It was felt that in addition^ the following advantages 

would accrue to the constituent units ;ind the farmer-members.

Economies would be affected through standardisation of certain 

facilities at the S.acai: or constituent level, such as standardisa

tion of storage houses or standardisation of book-keeping.
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ii . Msuiagement training would be facilitated thereby ensuring 

maximum utilisation of manpower resources within the entire 

cooperative structure. A career programme for managers and 

employed personnel would also become available which wDuld enable 

them to move to higher positions, thus providing them with 

incentives as their skills improve.

i ii . -The structure as a wiiole will be able to achieve greater 

competitive capacity^ and thus a favourable image of cooperatives 

would be created. The cooperative structure would also be able to 

project its ijnage properly through the use of trade marks, 

uniform packaging^ etc.

Obstacles

The obstacles to integration were listed as follows: .......

i . It was felt that sentiments of attaohaant-of local people 

to smaller units may be an impediment to amalgamation of units 

at the same level as well as^^ntralisation of certain functions 

in the interest of business efficiency. Persons of responsibility 

in local organisations may find their social status diminished as 

a result of horizontal or verticle integration.

ii . The existing leaders and members may not fully appreciate 

the advantages of integration sind may,therefore, not give the 

needed support to federal bodies or to larger cooperatives which 

have emerged through amalgamation of smaller units.

i ii . The lack of adequate capital may prevent effective integration 

taking place between the federal body and the constituent units.

iv . On account of lack of planning the federal bodies may not

be able to find,out significant areas of activities which they 

could develop on a centralised basis and thus provide effective 

services. , ’ , I

V.  Lack of availability of skilled managerial and other 

personnel may impair the efficiency of federal organisations liaere 

the complexity of business is much* greater.
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Techniques of achieving Integration

Various techniques for achieving integration were described. 

Firstly, it was felt that careful planning should be made for 

defining the objectives of integration and areas of activities where 

integration is required. While making such carefull planning, the 

relationship of the parts to the total structure should be clearly 

defined through deiaarcation of the responsibilities of the 

affiliates and the federal bodies. In this connection, it was felt 

that the federal organisations should not rely> except in the foimative 

or critical periods, on the member loyalty alone at aome 

sacrifice 7 but should make that loyalty effective on account of 

efficient, services given.

Secondly, it was necessary that the facilities in 

terms of capital and managerial resources should be acquired in 

order to perform the centralised or•iutegrated functions effectively.

Thirdly, when integration of any activity is established, 

members and leaders of constituent unit should be convinc^ of the 

value of integration, ĥ~roirgh educational activities^r~>»—

Fourthly, vtoere full integration is not' feasible or considered 

desirable integration may be developed between the constituent 

unit and the federal bodies thixjugh the development of contractual 

relationship such" as management contracts as practiced in Ontario 

-̂iHii:tni<»l' of Canada.

Fifthly, the State itself may adopt policies likely to promote 

integration amongst cooperatives. For example, the State may agree 

that the cooperatives will be utilised as a channel for 

dispensing credit to farmers or that a particular county or 

district would get the benefit of a minimum price guarantee for the 

produce if two-thirds or three-fourths of the pTOduce in that area 

is marketed through cooperatives.
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Measurement of Efficiency

Fljially, the Conference indicated , the fullowing'criteria for

measurement of^Tntegralion .....  ' . •

i . -the extent of increase in benefits, to the farmers, primarily

' in economic terms but also the social benefits; the gains to farmers 

could be converted as and when possible, in monetary terms for 

measurement purposes.

ii . the.extent’of capital accumulation in order that the' structure 

as a whole can provide sustained benefits to the affiliates over a 

lofig-tetm period.

iii . the extent to which operations are rationalised and costs 

lowered.

iv . tl3B3 extent to which a two-way communication system is 

developed wliereby member influence is reflected in centralised 

decision-making and the services provided through the centralised 

■organisation reach effectively the affiliates and the Individual 

mem.bers.
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THE PRESENT POSITIGl'j OF AGRICULTUR7vL COOPER-.̂ TIVE M/JIKETING IN CEYLON

Agricultural Marketing Cooperatives in Ceylon may be classified under 

the following groups s ^

Group - A

• No. of 
Societies Meoibership

(a) ^^alti-Purpcse Societies engaged in more 
than one activity including agriculture 
(Overall membership 600,000)

■6,0Z4 480,000

(b) Multipurpose Societies engaged in agri
culture only

554 65,558

(<?) Cooperative Agricultural Pioduction & 43 . , 17,750

Snles Societies

5,621 681,288

hi. the field of agriculture all the above Societies are engaged in 

the supply of services and the marketing' of paddy. It is estimated that 

90 per cent of the cultivators are served by these Cooperative Societies, 

There are also the following cooperative agricultural societies 

which specialise in certain commodities and services as their names 

indicate ;
Group - B

No, of 
Societies

(a) Coconut Producers’ Societies 18 4,570
(b) Tea Produ'ce'rsV Societies 26 4,179
(c) Rubber Producers' Societies 4 265
(d) Tobacco Producers' Societies 85 9,898
(c) D^iry Societies 31 1,447
(f) Vegetable Producers' Societies 4 256
(5) Poultry Societies 80 2,000
(h) Arrack Diotillery Societies 1 257
(i) Plantain S-,les Societies 1 87
(j) Cu,rdamoAnand'Citronella 4 147
(k) Young FMrmers Societies 172 3,200
(1) Other Types 31 1.650

457 27.956



The membership of these two groups of societies is not mutually 

exclusive, as the same person would require the services of more than' 

one society according to his various needs.

One might add to this list a certain number of credit societies 

of unlimited liability, which act as agents of marketing societies 

especially in the field of vegetable marketing. The number so engaged 

would not count more than 100 out of the total of 5,671 credit 

societies.

2. The Cooperative Movement had its beginnings in Ceylon with the 

enactment of the Cooperative Credit Societies Ordinance in 1911. It 

was only after 1921 that soci'^ties other than Credit Societies were 

permitted by ah'amending -Act. But it was not till about 1955 tnat the 

id'ea of Cooperative A^^rioultural Marketing was considered as a practical 

solu'^ion to the economic distress prevailing among farmers.

3. Milk Marketijig

The first successful Coopcr;^tive M-rketing Socioty in the field of 

agriculture was registered in 1952. Today there'are in all 52 milk 

Mw.rketing Societies with a meipbership of nearly 1500 dairy-men. A Co

operative Ui.ion of Dairy Societies was subsequently formed with a view 

to more organised marketing and it worked very successfully until its 

activities were taken over by the Nntional Milk Board set up by the 

Government in 1955. The dairy societies sold nearly 2,000,000 pints of 

milk during 1965. Most of the milk was supplied on- contracts to the 

National Milk Board, Government Hospitals and Milk Feeding Centres.



4. Tobacco Production and SjLe

The next type of >Lrketing Society in chronological order was for 

the production and sale of tobacco, in the Jaffna Peninsula, where 

tobacco had been a well-established cash crop. This commodity was mainly 

exported to India by the private traders who granted advances to pro

ducers on the usual understanding that they should hand over the crop.

The collection, curing and export of tobacco was thus the special 

field of the private trade. There was unconscionablo exploitation of 

the small producers. The tobacco growers therefore grouped themselves 

into Cooperatives and performed these functions themselves. Followirtg 

on the success of the, Jaffna Tobacco Sr.,le Society, similar societies 

were organised in the Eastern Province, an area equally well suited to 

this cultivation. There arc in all 85 societies today with a membership 

of nearly 10,000 tobacco growers but these societies have experienced 

a serious set-back as a result of the decent changes in the fiscal 

policy of the Indian Government which banned the import of this commodity. 

Consequently in recent years these Societies have changed over to the 

production and marketing of Cigarette tobacco, which is bought up in 

its entirety by the Coylon Tobacco Company. Only 43 of these are 

functioning.

Coconut Production and S-.,le

Coconut is one of the main export commodities of Coylon. The 

large plantations are largely owned by the indigenous population 

but the major portion of the total screage of nearly a million acres 

belongs to small-holders i .e . owners of units of 10 acres or less.

The coconut industry has therefore been the happy hunting-ground of



private money-lenders and traders who were well entrenched in this 

business so much so that when attempts were made in about 1932 to 

form Cooperative Societies they successfully opposed those attemptsi 

But eventually Cooperative Societies gained a foothold among the 

small holders in about 1940, during the war years, when conditions 

favoured cooperative organisation. There are 18 Coconut Producers’ 

Cooperative Societies. Some of them own plant and machinery on a 

large scale. There are 13 mills owned by societies and they produce
♦

desiccated coconut, fibre, charcoal, coconut oil, poonac and manure.

Ti^ total sales effected by this group amounts to Rs.10,70,000/-.

A Uuioii of these societies formed in 1942 called the Ci^ylon Cooperative 

Coconut Producers Uuion handles the sale of their products to 

exporters. ,4t one time the Uuion itself handled a certain quantity 

of the export trade in coconut products. The Government had a quota 

system for these exports and at that time one-third of the entire 

trade in desiccated coconut was handled by the Union. Iftcr trade 

conditions settled down a few years after the war, the quota system 

was discontinued. This proved a set back to the Union. However, once 

again there are definite signs of revival. One large primary society 

exports desiccated coconut on its own. The Uaion is now in a, position 

to contract with foreign organisations for the supply of coconut oil & c.

6 , Tea Production and Snje

Marketing cooperatives have been established among the Tea 

Small-holders i .e . owners of units of 20 acres or less, where 

the Same type of exploitation has been ran^ant. In fact in the 

tea industry the scope for exploitation is even more as the tea



small-holder is co,Tiplctely dependent on private factory owners for the 

processing of the green leaf. Tuc large estate owners who own about 80 

p'r cent of the entire acreage have their own factories and are 

commercially well organised but the small holders are not so 

fortunately placed. Consequently the need for cooperative organisation 

to provide credit and for the collection and processing of tea leaf 

began to be felt. The first tea small holders societies were formed 

in about 1950 and today there are in all 23 Tc:i Small Holders 

Societies with a membership of over 4,000. Two societies own first 

class factories for processing the leaf whilst the rest sell their 

leaf to neighbouring factories.

7. Rubber Production and Ŝ -le

There are 4 Rubber Production & Sde  Societies. The multipurpose 

societies also deal in rubber, Ti.c total value of rubber marketed 

through Cooperative Societies during the year 1965 was Rs.469,000/-. 

Though negligible progress has been made yet, much interest has been 

shown recently by rubber small-holders to organise themselves coopera

tively,

8 . Marketing of Vegetable and Fruits

The production and sale of vegetables now looms large in the 

cooperative horizon in Ceylon. The marketing of vegetables and fruits 

on a cooperative basis received the attention of the Hon, Minister 

of /igriculture as early as 1955 but ■‘̂ his activity was not attempted 

till 1941 when the cooperators of the premier vegetable growing area, 

who had hitherto been active only in the field of cooperative credit, 

banded themselves together to form a Vegetable M,? r̂keting Society at



Palugamaj a village situated in the hill-country. While these growers 

Were fairly adequately financed through their credit societies, they 

were entirely dependent on private commission agents for the disposal 

of their produce. Therefore, as the "next step in cooperative 

development, the members of their own free will, organised themselves 

into a Cooperative Aj^ricultural MnXlceting Society which was registered 

in 1941. The Cooperative .Department took a big hand in making 

investigations and fostering the idea of a marketing society. The 

society commenced mnrketing its produce in Colombo soon 'after. In 

its first year it sold vegetables to the value of only R3.5,200/-■ 

and incurred considerable losses as a result of cut - throat 

competition by commission agents. It is said in the Registrar's 

Administration Report of that year, that -'’Ou one occasion even the 

lorry of the Society'o transport agent was’bought by the enemy, to 

deliver the society'a vegetable to the private trader instead of the 

Society's stall in Colombo". With this sort of ‘sabotage the society > 

had a verv up-hill task indeed, and might have crashed if they did 

not receive the active support of the government. This struggle went 

on f(?r some years with cut-throat competition, boycott and thuggery, 

which were all aimed at disrupting the cooperative' effort, but the 

members continued to support their society undaunted and ultimately 

emerged victorious. The war years helped to build up this society, 

because it had gained recognition by then as an organisation rendering 

valuable service at a tim.e of scarcity of food in Colombo. This 

Society met with great success during the subsequent years,- and 

eventually established its wholesale selling points in provincial



capitals. It owns a fleet of lorries and vans and excellent Headquarters. 

It now has an annual turnover of over one million rupees, in po ntraat 

with its first year's figure of five thousand rupees I During the years 

that followed other areas which were producing vegetables also 

organised themselves into cooperative societies, following the good 

example, of PiJ.ugam.a. Thereafter it was but natural that a Uc.ion of these 

societies should,be formed to do business on a wider scale than primary 

societies could do by therasr.lves, A Union of A'-ricultural Producers' 

Societies was therefore organised and registered in 1931, with its.
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Headquarters at Colombo. This Union now has., a membership of over .230 

■societies all of them interested ir. the production and marketing of 

vegeta,bles and= fruits. The C.t-ylon Cooperative Producers Union has a 

wholesale market in the. city of Colombo not fai' from the private 

vrholesaJLe market and. wholesale floors in four cutstations. It is 

reckoned that over 100,000 cultivators from various parts of the 

island ultimately sell their vegetable and fruit through the Union,

The total Value of produce handled by the Union during the year 1965 

amounted to,1,927,000 rupees representing a total quantity of 

approximately 18,000,000.lbs. This quantity represents approximately 

30 per cent of the entire wholesale trade in the city of Colombo, 

ipart from the marketing of vegetables and fruits, the Union has 

issued loans in ca,sh and kind to the societies. These loans are 

ultimately channelled to the producers themselves. Loans made in the 

form of fertilizer, insecticides and implements, are recovered at the 

Sj.es-point of the Ualon. -Approximately 50 per cent of the value of 

each consignment is credited to the loan accounts. The Uaion has



also financed the'pine-apple growers of an area largely given to this 

through funds made available for this purpose by Government, A sum of 

approximately 750,000 has been issued to 78 societies representing 

about 580 growers and a total acreage of 1,500,

Tho production of vegetables and their m.arketing on a 'cooperative 

basis has attracted the attention of the present Government. It has 

been given a very important place in the iif-ricultural Development 

Proposals of the Ministry of Agriculture. Encouraged by this the Union 

has set itself the ambitious target of h^dling 70% of the entire 

vegetable trade in Ceylon by 1970. To this end the Union is now,' 

engaged in planning production with the assistance of the Gooperative 

and Agriculture. Departments. It is believed that if the Cooperative 

Societies can be induced to' plan their cultivation over a total 

extent of 20,000 acres having due regard to seasons and varieties, 

the Uuion will be in a position to reach this target.

9. M.Ji'keting of Pnadv

The production and marketing of paddy is naturally the most 

inportant form of agricultural activity in Coylon, as rice is the 

staple diet of the people .̂ nd about 60- per cent of the entire rice 

requirement of the island is yet being imported from abroad. 

Cooperative activity in this field of marketing started in 1940, 

during the war year :̂ when the price of locally grown paddy was ' 

in the region'of Gts. 80 a bushel. Prior to the war, Goylon depended 

to a large extent on imported rice to feed its people and therefore 

the local price was governed by the price of the imported commodity, 

^toother fact was that Ceylon rice was supposed to be inferior in



quality as compared vith the good varieties imported from Iridia and  ̂

Burma. Therefore, the price of locally grown paddy was very low. The 

need- to get even a fev? cents more led to the fcrmatioii of Cooperative 

Piitddy Marketing oocieties. Much ground head already been gained by 

the Gooperativt? Credit Movement. The formation of marketing coope.-’atives 

was- therefore a natural development. With the advent of the war and 

the consequent problems of rice importation, there was a heav^ deiTiand 

for local rice. To prevent ma.l-distribution the Government introduced 

'the Internal Purchase Scheme which compelled producers to sell their 

paddy to Government rt a fiied price of Rs,6/- per bushel and started 

to ration the available rice. The policy of Government regarding the 

purchase, of paddy was altered after the war, and in place of the scberik; 

for the compulsory sale of paddy the Government set up a Guaranteed 

Price Scheme in 1948, This was part of the Government effort to 

increase food production so as to curtail imports as far as possible. 

Under this scheme it waS no longer compulsory for the producer to sell 

his paddy to Government and he was free to avail himself of better 

prices in the local market. The Government also promoted the formation 

of Production and Marketing Societies on a large scale. The main 

objects of these societies were to finance m.embers for production 

purposes such,as the p^irchase of seed and fe.rtiliiier and tractor 

ploughing, and the rates of interest varied from 4 tc 6 per cent. The 

Society also provided marketing facilities by collecting members' 

produce under the guaranteed price scheme and handing it over to 

Government. By 1955 ttie number of Cooperative /ij-ricultural Production 

and S.ale Societies rose tc 709 with a membership of 169,704. The value 

of all produce handled ;^as in the region, of Rs, 16,000,000. The



ooxiplexion of tht. Cooperative Movement changed somewhat in 1957 when 

there was a drive to convert single-purpose organisations into ^hilti- 

purpose societies and consequently all societies in agricultural areas 

were able to give the farmers not only consumer services but alsa 

producer services, such as the s\ipply of mantire and insecticides and the 

marketing of produce. Tl.,e picture today is that there are 43 

Agricultural Pr;;uuction and 3,-le viocieties (which were; not converted 

into Multix^urpose 3ocioties), 554 Multipurpose Societies engaged only 

in agricultxaral work and 5,C24'I'iultipurpose. Societies engaged in more 

than one activity including agriculture. '

The Govorument leads to Cooperative Societies all the money 

required by cultivators for production purposes. The aiaDunt so lent is 

generally in the region of Rci.SS million a year. Up to 1963 repayments 

were very satisfactory the amounts lent and recovered being equal. Since 

then more liberal lending together with an is].and-wide drought in 

1965 has resulted in only 23.5 per cent being recovered out of the 

total of loans given during 1965/66 plus the amount outstanding at 

the end of the previous year. The position is therefore unsatisfactory 

as regards these years, although when the entire period of lending is 

taken into account i.e . 1947 to 1965, the amount overdue is only 16 

per cent of the total sura lent during the entire p-riod,

Thi. total value of produce handled during 1965 was R3.324.8 

million or Rji,52 . 48, crores of which paddy accounted for Rs.315.8 

million, vegetables for 3 .3 .million and red onions for Rs.4.9 million. 

The societies supplied agricultural requirements to the value of 

Rri.12.4 million. .
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1 0 . Ceylon is essentially an agricultural country with age-old 

*
cusGons associated with agriculture. Moat of these customs are based on 

the principle of the entire village cooperating to carry out certain 

tasks, Thua the background is essentially one of self-help and
«

cooperation. The majority of the population, over 80^ of thecij are 

country folk and their mainstay is agriculture. Therefore, the need 

for cooperative agricultural marketing is very real. It hnS been 

but partly met. The results are satisfactory enough to warrant a 

firm belief that cooperative marketing in the ^here of agriculture 

has come to stay, in Ceylon,
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MARKETING OF AGRIGULTUR.^ GOMI^ODITIES ON GOOPER/.TIVE 
BASIS IN INDIA

Production, processing and marketing are the three pillars 

of the Agricultural Economy.- Marketing is the pivot round which 

rotate;-! the well-being of the Nation in general and the farming 

community in particular. The Ro.yal Commission on Agriculture (1928)■ 

was the first body to draw pointed attention of the Government tb the 

deplorable condition of the Indian farmer labouring under serious 

disabilities and being exposed to exploitation by the trade in the 

marketing of hif5 produce in the following wordss-

"The Agricultural Departments in India have done much to improve 

the quality and to increase the quantity of the cultivators’ 

outturn, but it cannot be said that they,have been able to 

give him substantial help in securing the best possible 

financial return for his improved, quality and his increased 

outturn. Except to a limited extent, where improved quality 

is concerned, they have regarded the problem connected with 

the marketing of his.produce as outside their pu^-iew. The 

Co-operative Departments, again,, have been, too much occupied 

with their primary functions of organising credit to be able 

to devote much attention to these problems nor have they 

been sufficiently well equipped with the special knowledge 

required for dealing with them. His interests have, therefore, 

in the main, been left to the iree play of Economic forces 

and they have suffered in the process. For he is an infinitely 

small unit as compared with distributors and with the consumers 

of his produce, who in their respective fields become every 

■year more highly organised and more strongly consolidated.



It is thoir interest to secure from the producer the raw 

material they handle or acquire at the lowest possible price. 

Marketing .is the sole, business, of the distributor, whereas 

from the point of view o f  the cultivator it is apt to be 

regarded as subsidiary to the production. The circumstances 

of the average cultivator in India favour this attitude. His 

■farming is still largely of.the subsistehce type. 'His sales 

of produce are intermittent. ' His day to day concern is with 

production and upon this his attention must in the main be 

fixed. The traditional lore and inherited experience of his 

craft centre round the work on his holding; they are for the 

most part lacking on the' commercial side of the business.

Until, therefore, he realises that, as a seller of the produce, 

he must study the art of sale, either as individual or 

through combination with ether producers, it is inevitable 

that he should come off second best in this contest with the 

highly specialised knowledge ^nd the vastly superior resources 

of those who purchase his produce."

They further emphasised that incentive for improvement 

in production cannot take roots in producers unless corresponding 

improvements in the marketing of his produce are taken up simul

taneously, The Government of India, therefore, to implement the 

recommendation of the Royal Commission established the office o£ the 

Agricultural Marketing Adviesre at the Centre in 1935 and the 

Marketing Organisations were started in almost all the States with 

a view to improve the marketing system. The importance of marketir^ 

in agricultural sphere has also been stressed time and' again. But 

upto the time this country achieved independence the efforts in the 

cooperative sector mainly cent*Tod around to the supply of credit 

to the farmers and the activitiqs in the sphere of marketing .and 

processing were negligible. But after the independence, it was 

realised that cooper'ition is indispensable instruement for planned



djvelonment of tho economy of this country and its ImportancG was 

fui’thor emphasised in the following word.s:-

»'In country whose economic ’ stracture has its i-oots in 

the villages, cooperation is something more than series of 

activities crganisof  ̂ on cooperative linuc?; basically its 

purpose is to evolve a system of cooperative community or 

organisation vhich stretches upon all aspects of life."

It will not be out o:C place to mention that the planned 

development of cooperative marketing were drawn up during Second 

Plan with the object of obtaining integrated development in the 

field of credit, marketing and processing in accord,ance with the 

recoramendations of the /ill-India Rural Credit Survey Committee.

National Cooperative. Development and'Warehousing Board 

was organised by the Government of India as recommended by ^ill-India 

Rural Credit Survey Committee Report, 1954- and subsequently it was 

felt that it was necetisary that the Ministry should be linked with 

the prcgramme not only of development, storage, warehoiB ing and 

distribution, but set up some organisation connected with the 

cooperative movement for proper plaaaing, financing and coordination 

so that cooperative marketing, processing and other cooperative 

activities may be properly dev'^loped and thus National Cooperative 

Development Corporation was constituted under the NCDG ĵ.ct, 1962, 

and thus succeeded the National Coop. Development & Warehousing 

Board. . •

National Development Council's Resolution on cooperative 

policy, 1958, also emphasised the role of village cooperatives in 

the rural economy. The Industrial Policy Resolution (1956) had 

earlier emphasised building.up a large, growing public sector.
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In viev of the re--organisation of services such as credit, mar

keting, storage, distribution, cooperative production pud diver

sification of occupational structure becomos imperative.

Systematic programme,of cooperative marketing was . 

undertaken durirg the Second Plan period for organising 1800 

primary marketing societies covering most of the import^t markets 

in the -coyjitry. They mqv : also provided with necessary financial 

assistance. These were linked with .*pex Marketing Societies in the 

various States and Union Territories. National ^agricultural 

Cooperative Marketing Faderr.ition of ilpex Marketing Societies was 

also started during the S'5cond Plan. Share capital contribution was 

mad j to these societies .and assist.ance towards mcinagerial cost was 

also made available. Loans and subsidies were also given for cons-,
> V

truction of Mandi gpdowns and rural godowns. At the end of the 

SecD nd Pl.-ai, there were 3108 marketing societies though some of 

them did not do marketing, acitivties, but were agencies for the 

distribution of fertilizers and other agricultural requisites besides 

advancing loans to the ti.embers against the pledge of produce. Henco, 

during the Third Plan, stress was laid on consolidation and develop

ment of societies which had already been organised.

5UA new marketing societies were to be organised in markets 

not covered at the end of the Second Plan and thus it was aimed 

to have a marketing society at' each of the Mandies in the country.

During the year 1961-62, about 2000 primary marketing 

societies undertook the sale of agricultural produce amounting- to 

Rs.60 crores. Other cooperative societies such as Sugarcane, supply 

societies, Sugar factories, Rico.Mills, Oil Mills, etc.. also under

took the sale of agricultural commodities. Under the Third Plan 

the total sales were expected to go upto Rs.360 crores by 1965-66.



Th-3 Third Plan providad for construction of 729 mandi-lovel godowns' 

:-'nd 9325 rural godowns and there was a provision for 30 cooperative 

cold storage in various States in the country*

During the Fourth Plan, the cocperativG sector onvisa^es 

alround o;<pansion in their ?,ctivities. The target for marketing 

of agricultural, produce h-̂.s buen sat up at Rs.850 ci’ores. It is 

also envisa:^ed to establish <i+50 new cooper?tive marketing societies 

during the same period. The following statement gives an idea about 

the number of cooperativo marketing socijties during the yoars 

mentioned against them and by the end of the Ath Plan, viz. 1970-71 -

Yeir Total No. of Good. Mktg. Societies

1960-61 3108

196A-65 3234 .
1970-71 3684

Since, processing and marketing go hand in hand it is 

essential that cooperative processing shou].d also be developed.

•By the end of Second Plan, 34 cooperative sugar factories out of a 

total of 41 were in production, (in the course 01 Third Plan some 

more factories'were expect.ai to be established) besides 127 cotton 

ginning and pressing units, I 64 rice mills and hullors, 64 oil 

mills, 12 jute balin̂ ;̂ plants, 51 groundnut decorticaters ajnd 26 

(besides 20 sugar-cano crushers) other -onits were assisted during 

the Second Plan. During the Third Plan, 840 coaperative processing 

units comprising 48 cotton gins, 36 rice mills, 411 rice hullers, 

over. 29 jute baling plants, 33 oil mills, 63 groundnut dccorticators, 

77 fruit .canning units (small and large) and 220 other processing 

units were proposed.



If  the cooperative marketing structure is givon to the 

grower, the benefit of best price obtained in the most favourable 

markets, trade praoticos to be adopted should be of such a typo which 

involved grading;, pooling and bulking of the produce and finally 

sals in the most favourable markets. Such a system pro-supposes 

that the produce brought by an individual grower would be sorted 

into Ejrades and ho would be given an amount as ■;'n advance price.

The producG of each grades would then be pooled, procossc<i and 

finally disposed of in the most favoiorablo market over a period of 

time. At the end of this period the grower will be paid poaled 

price based on the gross earnings in respect of each grade after 

deducting necessary incidentals and handling charges by the coopera

tives. Though this system obviously safeguards the cooperatives 

against risk and enables the marketing cooperatives to negotiate for 

a good price in the most favourable market on the basis of large 

quantities. Such an arrangement has its own problems. Under condi

tions obtaining with-in this country and besides linkage of credit 

with marketing, it was felt necessary that out-right purchases o'f 

agricultural produce may have to be undertaken by marketing soci ;ties 

as a ma.tter of "necessity but not as a matter of "preference" or 

general policy. Simultaneously, with the introduction of outright 

purchases, the marketing cooperative societies undertaking outright 

purchases wore to be supported by the State Government by contri

bution to th« Special Price Fluctuation Fund to be maintained by 

each of such society in the. light of the recommendation made by the 

Conference of State Ministers of Cooperation held in New Delhi in 

Octcbor, 19,61. A system of outright purchases was introduced in 

200 selected societies in ,1964-65 and in another 300 societies during 

the year 1965-66. This outright'purchases of agricultural produce 

will help the.producers on the one hand and consumers on the other 

through internal distribution gjid some of the-commodities may be 

exported outside the country and thus the cooperatives may play its 

role in the export tra.de by exporting some of the commodities for



which there is an established market.

As stated earlier, rebuilding of agricultural economy 

in this country can be best achieved through cooperatives, but it 

is nec'essary that the sijpplies of inputs needed by agriculturists 

are made available to him at reasonable rates and expeditiously and 

that his produce is sold for the best available price ruling in the 

market. Since the farmer is a weak link of the Society, financially 

poor and organisationally weaker, he finds himself at a great dis

advantage in the disposal of his produce and arranging supplies of 

inputs and other necessities needed by him. The cooperative 

movement has to subserve these needs of the farming community. With 

this view in mind Government took due steps to organise and strengthen 

the cooperative structure in the country in such a way that it may 

successfully carry out the function of rebuilding rural economy.

Thus the integrated plan of cooperatives has to be such 

as may enable the cooperatives to help its grower members in their 

production and marketing needs. Such organisation presupposes 

organisation at each of the state apex and the National level to 

cater to the needs of their members.

National Agricultural Cooperative Marketing Federation 

Ltd., as the Apex body of the cooperative marketing societies at the 

national level is serving its constituents by helping them in 

finding outlet in.the internal and international markets for the 

commodities handled by the cooperatives as well as in obtaining 

supplies required by them at reasonable rates. Besides it has also 

to serve on the one hand as a clearing house of the know-hows in 

ref^pect of business organisational aspects and on the other hand 

give a push to the agricultural produce handled by the cooperatives in 

different States through internal marketing channel or export t h ^
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to market's where they may find favourable price. The Federation 

from its inception has been making attempt in accelerating the 

movement of the produce from the producing areas to consuming areas 

with a view to obtain better price for the produce and thereby help 

the producer as well as its constituents. Branch offices have been 

opened at Delhi, Bombay and Calcutta, the main internal consuming 

centres of the agricultural produce.

The Federation is also undertaking the export of agricultural 

commodities like Pulses and is planning to participate in the 

export of agricultural commodities like ground-nut and cotton 

extraction meal. Cashew Kernals, Tobacco, Chillies, Spices, Onions, 

Fruits and Vegetables products, etc., and progressively take up 

imports of agricultural implements and machinery required by farmers 

in the country.

The Federation with the setting up of the following 

promotional cells will be in a better position to subserve' the 

needs of its constituents in respect of various aspects of marketing 

of agricultural produce inside the country as well in the inter

national market.

1) Market 'iesearch & Market 
Intelli-^ence Cell.

2) Agricultural Inputs Cell.
3) Fruit & Vegetable Procen^sing Cell,

Though international trade has got its ovn; inherent 

risk and for a body like the Naied they are more when we consider 

the strong foot-hold already gained by the private•trade in foreign 

countries and who are well-equipped in reppect of technical know-how 

as well as the requirement of different importing countries for, 

different Indian products, besides danger of loss due to price fluctua



tion or keen competition in the world market from some of the 

exporting countries, the Federation with the financial assistance 

from the N.G.D.G. has been gearing up its machinery to, take up 

the work connect .d with mc.r]:et research and market development 

besides collection of market intelligence needed for such type of 

activities and haf: been able to export about Rs.l cror<5 ijorth of 

piJ.ses during the current y.mr.
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I .  Organisation of Marketing Agricultural Cooperatives

In Japan there are 2 3 , 84.6 agricultural cooperatives with or without 

capital stock as of the end of March 1965. Only the cooperative society 

with capital stock can engage itself in marketing, purchase, credit, mutual 

insurance and other activities, and is called multi-purpose agricultural 

cooperative. There are 9, 135 sUch cooperatives * As of the end of March 1965 

the miolti-purpose cooperativf s have 5,834-,000 regular members,, which 

means almost all the farm households are the tegular members of the 

multi-purpose cooperatives, for there are roughly six million far:S households 

in Japan. The business area of these nulti-purpos# oooporativoe is 

uau&Uy smaller than a municipality (administrative unit),, and there 

are multi-purpose cooperatives in almost all the cities, towns and villages.

Those agricultural cooperatives fom  federations and contribute 

the nationwide organisations. There are, as of the end of March 1965 

and including those without capital stock, 7A7 municipal federations 

which cover the area smaller than a prefecture, 312 prefectural federations 

arid 26 national federations, giving the total of 1,089. Among the 

municipal federations are-265 liveistock federations, 2-4-6 sericulture federationsj 

72 rural industrial federations and 89 horticultural federations. The 

prefectural federations include -41 live-stock, 4-7 economic, 46 credit,

4.6 mutual insurance, 37 reclamation, '28 sericiiltural and 20 welfare

federations. The sixteen out of the 26 national federations are engaged

in marketing businesses and most of them are specialised federations

which deal with'fpecific commodities. As a federation which handles a variety

of agricultural and live-stock products extensively, there exists

the National Marketing Federation of Agricultural Co operatives (Zenhanren

for short).

The Marketing business of agricultural cooperatives in Japan 

usually fall on this route : multi-purpose agricultural cooperatives (in 

towns and villages), economic federations (in prefectures), Zenhtmren 

(on nation-wide stage). A small fraction of such businesses, however, is 

conducted along the series of specialized federations.



I I . The Role of the Marketing Buslnjaa'S of Agilcultxiral Cooperatives 

and Joint Marketing ■

The marketing business of the Japanese agricultural cooperatives 

first appeared as a farmers'^ self-protecting oi^anisation against the 

commercial capital. The oi^anisation finds the significance of its existence 

as tbe defender'of .the fampr a. ^ a l l . qgaiijst the trading capital

in the attempt to establish order in the circulation of agricultural products 

and to eiiiiiinate intemediaiy profiteering, and it m£^es every: effort to real! 

the famers''s proper net price. Moreover the organisation can contribute 

to the national economy through the rationalisation of the economy'^s 

circulation process.

(^The Japanese agricultural cooperatives take gre^at interest in 

putting "joing maricetii^g" into full operation as the marketing measure to 

make the most of their organisational power. The marketing of the organised 

agricultuml cooperatives is carried out through this ” ;Joint marketing".

. In order to bring into the comDodity market the petty llazm products 

which are scattered and isolated from the market, these agricultural 

products must first be collected in lai^e quantitiie. If  this collection 

is left to the merchants, there is the possibility of unfair intenjiediary 

profiteering. To eliminate this disadvantage, the faimers can concentrate 

on their own agricultural cooperatives and deal with lai^er markets through 

these cooperatives. Even if  the farm products are gathered in this way, 

a variety of selling conditions on these products will make large transactions 

impossible. The 'unconditional sales consignment to the agricultural 

cooperatives makes bulk marketing really effective,. It  will also be possible 

to regulate the sales in order to cut dom the intermediary •xpenses in the 

circulation process and to secure the stable net proceeds for the fanners.

Thus the Japanese agricultural cooperatives are promoting the joint 

marketing based on planned, unconditional consignment" as the effective - 

measure to market the faim products profitably,

I I I .  Production and Sale by the Japanese Farmers

The Japanese agriculture has been centering around rice, miscellaneous 

cereals, and taros and potaitos. In recent years, however, there has been 

a rapid growth ih vegetables and fruits and U-v^stock due to the change 

in the general consumption pattern. The following are some statistics 

on major farm products for the year of 1964..



(1) Major farm products and output

(Thousand Mt)

Sice - 12,582

Wheat, barley, oats, rye etc. 2,521

Sweet and while potatoes 8,011

Vegetables 11,726

Fruits A ,6 U

Live-stock products - meats 562

silk 3,054

2) Percentage of Output in Value :
(Thousand Mt)

Rice

Wheat, barley etc. 3.1^

Sweet and white potatoes 2.6%

Vegetables 11.5%

Fruits 6.5%

Live-stock products 18.8%

Others 12.4%

Total 100.0%

(3) Ratio of fa m  products sold to Production ;

Rice ■ 66.1%

Wheat and barley 8^.7%

Sweet and White Potato 31.9%

Vegetables 13. U%

Plnlts 98.8%

, Milk 98 .0% .

- Eggs ■ 86.2% '

Meats 100.0%
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4.. Ratio of Sales Income per fa m  houseliold

Rice 37./S

Wh^at and barley .... 2.7%

.Sweet and white potatoes 2.0%

. Vegetables and Fruits '' n .5 %  "

Live-stock products 9 2 5 . %

Others U .7%

Total' 100.0$^

IV. Utili satloa of • Cboperative s ■ by.. Famers •, ; ■ '

The circulation of rice i s under the govommont control and the 

transaction in the general raarlcet is. prohibited. The amoiint of rice sold to 

the government in 196^ was 6,872>000 ton, out of which the agricultural 

cooperatives handled 6,4.28,000 tons or 93*5^.

As to the other major farm products, the ratio sales through 

the agricviltural cooperatives is as follows ;

Utilisation of Agricultural Cooperatives by 

Farmers (national average for 1963)

Barley 81.4-

% e 82.5

Wheat 69.5

Soybeans , ■ "45 .9

White Potato 59.2
Sweet Potato 50.2
Onion ■ 52.7

II
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Orange

• % 

69.3
Apple A2.5

Silk Cocoon 89.2

Milk .. . 78.1

hen's egg 36.8
Pork meat 32.8

As shown in the above table, the utilisation ratio of the 

cooperatives by the fanaers greatly varies accor(?iiig to the items, which 

implies that the joint’marketing by the agricultural cooperatives is not 

carried out' systematically. Take for instance such items as oianges, apples 

milk - and hen % ' .eggj :̂ which'are ■ sold out almost entirely. While oraoges 

(69.3^) and milk (78.1^) show high utilisation ratios, the ratio is  low for 

apples (42.5^) and hen's eggs (36.8^ ) .  There exists a noticeable contrast



between the apple's lov; and organge's high ratios in fruits and between 

the egg's low and milk's high ratios in live stock products. This is 

attributable to whether the marketing business of the agricultural 

cooperatives are active or not in a respective producing district. As 

the joint marketing'proceeds and especially as there are more m:irketing 

activities directly connected with farm management, the utilisation ratio .on 

the whole has shown the rising tendency except for a few farm products.

If  we look into the matter deeper, however, it is revealed^that the 

increase in the quantity sold due to the expansion of production is 

the chief cause for the increase in the utilisation ratio. Moreover, left 

to the future consideration is the tendency that the cooperative utilisa

tion ratioH has risen more for those farm, products whose prices have 

declined relatively more or have remained loxj as the production increased.

V. Sales of the agi'icultural cooperatives and utilisation of the

* agricultural cooperative organisations (fer 1964)

, When we look at the 4narc.oting businesses of the agricultural 

cooperatives in terms of the value of products handled, the unit 

agricultural cooperatives recorded, 1,025 bullion yen, the prefectural 

economic federations 831 billion yen and Zenhanren 759 billion yen. The 

relative share of rice, wheat, barley and the like is very large in the 

marketing of the agricultural cooperatives. While rice, wheat and 

barley constitute about half of the selling proceeds of the farm 

households, the share of rice, wheat and the like in the total sales is 

as high as for the unit cooperatives, for the prefectural

economic federations and 89.8^ for Zenhanreft.

The value and volume of dealings by the unit cooperatives, prefectural 

economic federations and Zenhanren are as follows:



Value of dealings by unit cooperatives and prefectural 

economic federations.

(1964, in million yon)

I t e m Unit Co
operatives

(total)

Prefectural
economic
federations

(total)

Rice
Wheat, barley etc. 
Miscellaneous cereals 
Repeseeds
Siv’eet and white potatoes 
Cocoons
Vegetables and fruits 
Straw goods 
Forest products 
Livestock products 

Others

6U,265

45,641
13,804

2,325
24,125

31,424
1L4,527

3,384
9,990

129,791
35,535

597,300 
39,857 
9,345 

1,993 
23,193 , 
1,746 

54,419 
1,362 
3,767 

84,788 

13,339

Total 1,024,811 831,160

The following tables shows the business of Zenhanren

Articles Unit Volume Value (Mill ,Ien)

Rice 1000 Hyo ! 
Wheat etc, 1000 Hyo 
Rapsseeds 1000 Karaasu 
Seed potato 1000 Hyo 
Dried strips of 
sweet potatoes

Sweet potatoes for mnn m / t 
industrial material

107,235
17,715

688
1,128

65 

. 148

636,121

44,547
1,988

1,304

2.008

1,079

Stf.rch 1000 M/T (lOOO
rolls for rope) 254 11,600

Straw goods 1000 sheets for
straw sacks.

11,242 692

Hen's eggs 1000 M/T 
Charcoal 1000 Hyo 
Vegetables & fruits —

129
2,478

21,856

985
20,577

Meat livestock 1000 Head 424 10,395

Others 5,648

Total 758,800



The actual m-’.rketing is carried out, as a rule, on consignment 

from unit cooperative to prefectural economic feieration and from 

profectural occnomic federation to Zenhanren, lii other words, consignment 

to higher organisations is adopted, except for special small markets, in 

order to conduct profitable marketing utilisation of the organised 

marketing routes. The ratio of consignment to a prefectural economic 

federation by unit cooperatives and to Zenhanren by prefectural economic 

federations are 89.0^ and 87.0!^ respectively. The ratio of consignment 

by ite" is as follows:

Ratio of consignment to higher organisations 

( 1964, in percentage )

Item Unit coop
eratives

Prefectural economic 
federations

Rice 99.3 100.0

Wh ,: t, barley etc. 97.5 92.0

Miscellanous cereals 69.0 18.0

Raposeeds 87.1 94.2

Sv.'ut and white potatoes 82.2 67.5

Cocoons 84.1 —

y.-g:;tables 64.9 47.9

Fri'its 78.6 66.5

Straw, goods 53.3 62.9

Livestock products 6 2.7 - 76 .2 39.1

Others 48.7

Total 89.0 87.0

The ratio of utilisation of the prefectural economic federation 

by unit cooperatives shows an almost total consignment of rice, ^Aeat, 

b.-jrley and the like for sale. As to the other items, the utilisation 

ratio is fairly high except for some items.

The ratio of utilisation of the marketing routes by the prefectural 

economic federations is nearly one hundred percent for rice, wheat, 

barley and the like as in the case of the unit cooperatives, and it is



fairly high for rapeseecls, potatoes, straw goods, fruits and vegetables.

The ratio is lass than 40 per cent for the other items, which shows that rrion 

thjm 60 per cent of the dealings by the prefectural economic federations is 

sold outside the cooperative marketing routes. Among the rest, there is 

a remarkable contrast between the Relatively high utilisation ratio for 

miscellaneous cereals, coooons.and livestock products on the unit 

cooperative level and the low x'atio for the same items on the prefectural 

level. On the whole, however,, the: utilisation of the agricultural 

cooperative organisations is improving year after year.

V I . The Cooperative Marketing in the Future

The consumption pattGjrn of agricultural products is undergoing a 

great change in Japan, Also inevitable is the qualitative change of the 

-agriculture itself. The future development of the Japanese agriculture 

will centre around vegetables and fruits and livestock products for which 

a phenomenal demand expansion is expected. The important future problems 

in the marketing businesses of the Japanese agricultural cooperatives 

are (l) increase in the production of vegetables and fruits and livestock 

products; (2) more rigorous activities in the production sector; and •

(3) expansion to the processing sector.

Thus the agricultural cooperative has drafted the long rar.ge 

business policy for the cooperative marketing in line with the future 

development of the Japanese agriculture and is making every effort 

(1) to expand activities in the production sector such as technical 

training, (2) to foster cooperation and bring up major producing 

districts (3) to promote the utilisation of the agricultural cooperative 

organisations and planned marketing, (4-) to expand stable demands and 

crcate new demands (5) to establish agricultural and livestock pro

cessing businesses.

8 ■
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1.' KTtCDOGTION

In recent years the prJmc.'tion of external trade among the *isiin , 
countries thrcUiJh cooper.'-tive organisations in Scmth-East ^^aia has been 

widely discussed.

This idea has c...nsidsre.,ble merit since it would stimulate development 
of the Cwoperativo ncveraent, help the balance of trade, as well as to 
enhance friendship among member countries. On the basis of these three 
criteria alone, this idea is wĉ rthy of being put into effect. Neverthe
less, the subject in question has not g:ne beyond verbal discussion and 
the practical impleaantation is expected to be long in coming.

What are the causes withholding the realisation of this idea? There are 
a number, of reasons to explain the retardation. One of the major 
reasons, however, is that cooperatives of each country have failed in 
fully grasping the conditions prevalent In other countries as the 
result of domestic emphasis on alignment, strengthening, and improvement 
in efficiency of the internal organisr:tion of cooperative movement.

This paper has as its purpose providing delegates from member countries 
with info mat ion about Korea and its agriculture, especially the area 
of agricultural cooperative marKoting.

In the first place, this paper will describe the present situation of. 
agricultural production in Korea and the structure of marketing channels, 
and, then, it will describe the present status of the export of agricul

tural pjX'ducts. Finally brief mention will.be made aixiut agricultural 
cooperatives which are expected to play a decisive role in cooperative 
trade in Korea. ■ .......

2 . 3UMM/iRY OF AGRIGULTaR^iL PliDDUGTION

2.1 Status of Major .^igricultural Products

The Republic of Korea is located in the temperate zone and has a mono- 
CTCp. culture hased on the prc>duction of rice. Barley and other grains 
are also grown. These grains are the leading staple food for the people 
of Korea.

In spite of the structural liraitati>.,ns of the agricultural system 
mentioned abu-ve, the other kin is of agricultural products have been 
consilerably increased in recent years due tô -the rapid. increase in 
demand for products at home and abroad.' ■ • . . ^



Even -though the qaaatity of productiori of thesa products shows, more or 
less, erratic racveraent,. tha geaer.il level of proJuction has been increase^ 
from 1962, the first year of tha Five Year'Ecjnomic Development Plan

(1962-1966) , t. 1965.

The production of potatoes, in. rasp nse to tai iacrease in the demand for 
starch and raw materials for athyl alcohol, has increased by I 60 per cent 

in 1965 in coffiDarison with 1962.

The annu.al pro-luction of food crops in Korea can be seen HI Table No .

One.

T.*BLE I : Production of M:i.ior Foo 1 Grc.'OS

■ (In 1,000 ^V'T)

Gif’, s s if icat i.m 1962 1963 1964 1965 Increase from
1962 tc 1965

Rice 3,015 3,758 3,954 3,501 16 .1  %

Barley 994 305 104 1,281 28.8

pulse 156 . . . 1 5 6 . 163 :174 . 12.0

Red Sean , 1 6  15 17 16 5.2

White potato 309 293 428 436 41.1

Sweet potato 645 787 1,485 1,679 16 0 .1

Source: Ministry c;f .*i^ricalture and Forestry3, The Yearbook of Afciriculture
and Forestry Statistics, 1966. pp 14.6-24.2

Jit the si'ime' time, production of main fruits has also shown general 
tendency to increase, asv can be noticed in Table Number Two.

TAi3LS II ; Production of Main Fruits

I t e m U n i t 1 9 6 2 1 9 6 3 . 1 9 6 4 1 9 6 5  - I n c r e a s e  f r o m

1 9 6 2  -  1 9 6 5

i i p p l e s M / T 1 1 8  ' 1 1 0 1 2 5 1 6 7 4 1 . 5 ^

P e a r s
ii

2 7 2 4 2 8 4 0  . , 4 5 . 2

G r a p e s
II

8 6 1 1 1 9 1 4 7 . 5

I ^ e a c h e s
,ti

2 0 ■ 3 5 ■ 5 4
1 7 7 . 0

C h e s t n u t s L t r . 1 , 0 9 2 1 , 5 3 9 i ; 6 5 7  . • ; .a; , 9 8 5  : 8 1 . 8

W a l n u t s
II

2 4 6 1 7 6 1 1 4 4 0 5 6 4 . 6

_____:_______ £ ________________________________________

Source: Ibid . pp. 24.8-24-9



Durin.3 four yaara from 19^2 t-;: 1965, apple product ion has increased by _ 
41 per cent, pears 45 per cent, cuacl grapes and peaches 147.5 per cent, 
and 177 per cent respectively. The rate of increase in the prioduction 
of these prc^Jucts is feo great that no other comparable previous rate of 

increase can be foun^i. In addition, swelling ;lanand for chestnuts and 
walnuts on the part of forel;gn countries can be explained as the cause 
of increase in the pi'oduction of these products.

In the meantime,’ livestocks do not show any ncticeable increase. The 
number of oabtles hos boen fixed around 1 ,2^0 - 1>360 thousand heads, 
and the number of pigs around 1,500 thoussmd.

Especially, the number of pigs and the prc'duction of eggs, which once 
amountaa ne::rly to 900 million in annual qu;.jatity of production, have 
shown decreasing tendency in production in racenb ye-irs.

Such a decrease in the number of existing livestocks is due to the 
instablity of prices of feed stuffs .nd increcising demand for meat on 

the one hand, ;md due to the governmental policies to place emphasize on 

(1) the quality rathsr than on the quantity of livestocks in meeting the 

iffiprcved tastes of cons'omors, (2) on saving food stuffs, and (3) on 
foreign trade, on the other hand.

3

T«££iB III  : Number of Major Livestocks

(in fh,u3:ind heads)

Item , 1962 1963 1964 1965 Increase or Jecrease 
from 1962 to 1965 ■

Cattle 1,252 1,36 3 1,351 1,313 4.9 ^

Fig 1,671 1,510 1,255 1,381 17.3'

Source; Ibid . p .260

In the cultivation -f  agricultural proiucts which ...re to be used as 

raw ffiiteri;il for industrial prC'duction, except for cotton wiiich shows 

gradual decrease in production due to he3.vy flow-in of cheaper US 
cotton, anJ castor bean the pro luction of which is reduced to the minimum 
level oecause of unusually bad harvest, the general production level 

has been much increased. .............................

Especially, an increase in the pn^duction of r :^ie , flajc, tobacco, 
cocoon, etc. is remarkable. These phenomena h-ive very important impli 
catiun in tae sense that ixn increase in the pro-luction of these crops 

not only aoso'rbs unemployed labo^ur because of their intensive character 

but also, coatributes to the, imp.iX'vement of farm income.
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IV ; Agrigtlltural ĵ rocluctlon for Inaustrial Raw Materials

(in metric ton)

Item 1962 1963 1964^ 1965 Increase or 
ieorease (:̂ ) flx)m
1962 - 1965

Co tton
Ramie
Flax
Rape seed' 
Gastor bean 

seed 
.Tobacco 
Go coon

17,6 14  11,975 12 ,72 3  11,816  • i 32.9
847 ■ 992 B65 1,725 10 3 .7
467 424 481 ■■ 745 59.5-

5,309 1,814  5,153 - 6,021 1 3 .3

2,463 2,603< 2,323 '' 2,362 ^ 4 .I
3 5 ,eS8 .29,008- 4 9 ,3 9  . 56,053 60.0
5,513 6,162 5,842 7,76 7  . 41.0

Source: Ibid.. pp .254-255 .

Among these products, tobacco and ci^ccon are the leading export items, 
and, therefore, it is almost certain that the production of these crops 
will continue to increase.  ̂ _ v

Finally, in regard to the marine products.such as laver, shrimps, oyster 
etc., tneir pzx? duet ion has been remarkably increased. Such increase can . 
be explained in terms of increase in dem;ind for them on the part of 
•foretgn countries and new and improved method of cultivation. Other 
items wiiich have strong overseas demand are cuttlefish-, anchovy, fresh 
fishes etc., but bhe c.itches of them show severe fluctuation frc’m year 
to year.

V s Production of I-lajor Exportable Marine Products

(In thousand.metric tons)

Item 1964 1965 Increase of 
decre'ase (ij) from
1962-1965

Laver 
Oyster '

■ Anchovy 
Shrimp' 
Cuttlefish

4
7

47
19'
57

17
53
32
12

117

11
32
36
15
S7

10
45
58

14
65

1 3 1 .6 % 
536.0 

23.9 
$! 24.0 

1 3 .3

Source; Ministry of iigriculture and Forestry, Tne 
cultural Economy, 1966, p .76

2.2 Commercialisation of ^ .̂i^ricultural Prc'ducts

To what extant are the leading a.gricultural products commercialised?
AS we can see from the following tables, the commercialisation ratio of 
major food crops is getting higher ::aid highsr year after year.



The reason the commercialisation ratio of barley falls behind that of 
rice is as foliows:. urban consumers tend to prefer rice to barley for 
their foo J ano consequently the price of rics--î  likely to be more 
favourable relative to barley, producers, therefore, -tend to consume

• Darley themselves and put'most of thair rice to market.

T.t:iLa VI 5 Gommercial isat Ijn Rat io c f Maj o r Foo d Crop s

(in percentage)

I ta n  1963 1964. _ 1965

Rice '■ '36,2 47.8 '  ̂ ' 49 .9
Barley 15.6 13-7 29.9
Soy bean 19-7 33.7 27.9
Red boan .11.1 20.0 30.1
White potato 11.0 ' ■ 18.1 26.8
Sweet potato .^..O 38.5'  44-8

Source: National Agricultural Gooperatiya Eederation, 'A Survey Report 
on Marketing and rurchasint^ Gonditions uf -Farm Households,

1964-1965

Highar ratio of c-mmercialisaticn of soy beans is partly due to the 
increase in the military demand for them in recent years. Another high 
ratio can be found in the production of sweet potatoes. -iS we mentioned 
previously, increase in the iemtf̂ nd for-sweet potatoes as raw material 
in the prjcass of production of starch :i,nd ethyl alcohol caused the 
famers to expand their productive capacity in meeting additional demand.

The highest ratio am'..;ng agricultural; prodiiots-can- .be seen in fruit items: 
the ratio of such items as apples, pears, grapes, and peaches reaches 
nearly 99 per cent.

TitBLJi; VII : Gummeroial isat ion Ratio of Apples

(In per centage)

Item 1963 1964 1965 • -

iipples 96.1 99 .0 99.2

Svurca; NAGF, "TheReport on the Production Cost '̂ oid Income of Gash
Gr-^ps, 1966-

Especially, most of the industrial crops are commercialised .in this 
country and this is due to the•character of the crops and purpose of 
their cultivation. The low commercialisation ratio' of cotton and peanut 
can be explained in terms of large quantity of home consumption. In 
addition, flax, rspe seed, castor bean, tobacco, and cocoon, are 
commercialised almoot one hundrei per cent .



Tj4^LS VIII : Gomnierclfillsation fistio of Oo'Dton £ind Peanat

(in. percentage)

V Item 1963 1964. 1965

Gotten 75.0 ' 66.2 55.1

Peanut 4? .5 . . 53.8 32.2

Scarce; N̂ i,GF, The Report on Marketing and Purohasing Gonditions 
of Fana Households, 1963-1965

Finally, the coraraerciaiisation ratio of eggs among livestock items and 
that of marjjaa products are quite contrasting. In the case of eggs as 
shown in the following table, the ratio hardly exceeds 60 per cent, 
whereas all.of the marine products are commercialised.

. . IX . t .QocjinerGialisation Ratio of Bggs

(In percentage)

Item 1963 ■ ' 1964. 1965

Eggs 49..2 51.6 ' 56.8

Sources Ibid

2.3 Exports of .4gricultural Pr:-ducts

•The unount of export of agric'oltural products in Korea has recently 
been increasing year after yeir,., . , ;

The total amount of export increased from 24 million dollars in 1963 
to 42 million dollars in'I964 'wtiich'Vas a 74*6 per cent increase.

The increase of export of agricultural products showed somewhat iq, 1965 
when a 19.8 per cent increase ovar the previous year was achieved.

If  we break down' these products into commodity groups, industrial crops 
occupy the.first place which is followed by marine products. The live
stock group shows considerable decrease and occupies the bottom 
position.

Grain .and fruit products can also be broken .down into groups. Foreign 
market for Korea rice is ava.ilible mainly: in'Japan, and red, beans are 
mostly sold to .Japan .and Hong Kong. ii.pple&, chestnuts, and walnuts are 
the main items of export of fruit products. In case of apples? most of 
the demand comes from the Republic of China, Chestnuts from Japan and 
the Philippines, and walnuts from Japan.



Korea also exports cattle and pi-s tu Japan and Hong Kon^. The export 
however is limited in scfde. Other detailed inf- '̂nnation concerning 
important ccm&odity groups can be seen in the following tv» tables.

TABLE NO: i Export of. ■“vgricultural products

(in thousand I

Item 1963 1964, 1965

Grains 165 2,381 4,340
Fresh vegetables 274 303 224
Livestock 3,781 1,067 19
industrial crops 11,252 19,078 27,650
Marine products 8,671 19,335 18,264

Totcils 24,143 42,164 50,497

Saurce; Mmistry of Finance, The. Ye^irbook of Foreign Trade Statistics,
1964-1966

TABLE XI : Export of Principal Special Produces and Others

(in thousand US -|)

Item 1963(a ) 1964 1965(B) B Principal Importing 
countries

tow silk 4,292 5,373 6,491 51.2 % Italy, Japan

Mushroom 222 558 298 34.2 Hong Kongj Thail^and 
J ap an. .'

Tobacco 204 140 553 171 .0 W .Germany ̂ Malaysia 
. cJ etherl'and

Ginseng 430 1,154 1,877 336.5 Hong.Kong, Singapo re 
Japan

iitadix an,geiical96 281 73 62.8 rlK, V ietnara, Thailand

Venner
Plywood 5,833 11,395 18,037 209.2 USti, Cimada, Japan

Rush ;prod,ucts 53 63: , , 128 .• 141.5 USi, Japan, W.Germany

Baiiiboo
h.jidicraft 114 193 777.2 W.Germany, US4,Japan'

Source; ;[b id .



3 .  MARKSTM G STRUCTURE OF .iGRIO'OLTUR.:iL PRODUCTS 

3 *1 Marketing Gbajinels for ^Agricultural Pr.:ducts

In tei’ms of qucintity, rice nnd barley are major prcducts, and, conse- 
"''quently, they dominate the marketijig channel. Since these are the most 
important food CGnsamption items in Koroa, government exercises consider
able control over their mcirk'eting. Mirketing_ of rice and barley is 
conducted bjth by government and non-government agents.

Government obtains a certain rmount of grain stocks for the purpose of 
influencing'demand and supply and therefore the prices of the staple' grains, 
iicquisition'and disposal of these Stocks is under direct government control,

On the non-governmental side, the products are circulated either through 
commercial marketing chijanei or through agricultural cooperative marketing 
centres. However, the large p-̂ rt of marketing activities are cunductad 
thr:)Ugh the former in whicu wholesalers are perforriiing an important 

function.

On the other hand,..m4rket-iftg- of sweet potatoes and- white potatoes depends 
mostly on non-governmental agents, with the negligible exception of sweet 
potatues,' for which government takes spordic intervention with the purpose 
of price stabilisation. Due to the rapid increase in demand for potatoes 
for std-rcn ;aid ethyle alcohol production, the government attempts through 
the agricultural cooperatives, to maintain a level of price' which permits 
an appropriate incentive profit to the producers and enables the pro
cessors to obtain sufficient raw materials. Therefore, except for market
ing for household consumption, most of the mariceting is arrsjiged by agri- 
cultur^al cooperat iî e s .

On the other hand, marketing of fruits ::Jid vegetables follow one of the 
following cases.

The first case is where the area of pro'duction is located close to cities. 
Here, marketing is usually channelled thiough middlemen and t̂he centralised 
wholesale market.

The second case is where 'the area of production is distant from the cities 
where the products are to be cons’omed. In this case assemblers or local 
buyers are playing important role in channelling the products from 
producers to consumers in cities.

The third case.is. wh.ere the various..products are ixandled by agricultural 
cooperatives through their marketing centres. Among the many chiannels, 
marketing through their agricultural cooperative accounts for most of the 
transacti-jns in fruits :md vegetables.

The fourth case applies only t̂ . foreign trade. In this case, exporters 
purchase the products directly from producers, pn:.ducers' cooperatives, or 
assemblers and make shipment.



The marksting of livestock has not yet g-ne beyv'nd 
traditi„'nal methods, v'/ith the single exception of cattle marketing, 
most transactions of nigs and I'uboits t^ie place through iirect indi
vidual contract am.ng farmers or between farmers and assemblers rather 
than through transaction in livestock markets. It is ccr.iinon practice 
among the assemblers to make direct contract with final consumers without 
bothering local buyers. However, in the case of forei^ trade, marketing 
is chunnelled throu.gh exporting cooperatives.

On the other hand, one ciui find vory systematic m:.rketing or5.aniScition 
for special crops, ciince nearly all raw silk is exported, the axportin^j 
cooperative t:ikes care of the entire markatinJ businessTobacco and 
ginseng aro government monopc-ly r’oods. Thei*efore, exportation of these 
Cvmmudities must be handled through government channels.

In the plywood industry, the m<'djiufacturers are also the exporters. Accord
ingly, there is no need for agricultural cooperatives to assist In the 
marketing of plywood.

The above discussion loads us to the conclusion that the marketing 
activities on the part of■ agr.icultural cooperatives in the field of 
special crop production are supposed to be limited to certain varieties of 
primary special cr̂ jps or handicrafts which are not suitable for mass 
quantity operitic-n, such as r.'iniie, flax, radix, angelica, rush products 

>md bamboo handicrafts.

The marketing of the marine products takes place through ohe of three 
channels, the producer's site, the consumer's site, or the- site jf trade.

Most of .transactions for the d ;m3stic marketing cf marine products are 
t-aken-care of by fishery cooperatives.

However, in the Ciise of export, businessmen market products directly 
from the fishing grounds to foreign markets (since fishery cooperatives 
are not fully prepared for it) or private exporters handle the business 
through export cooperatives they have organised.

3 *2 Status of Traditional Market 

V.Thers’is a traiition^al market existing in every smoJ.1 rural city in Korea.

Tnese markets operate every five days, *3ince this type of markets does 
not open daily, fanners have to wait for the market day and supply 
relativejLy large quantities of their merchandiass at once. This type of 
traditidnal market is the m^st importsnt market ing place .for fanners.
It is the place where agricultural products can be exchanged for 

, industrial products, and living necessities.

Mother important aspect'of the function of these markets is that a large 
quantities flow into • the maricet as a result of small amounts fr-m ais many 
producers, and thus the marketing process is improved.

9



Nowadays^ tiiese types of markets are spread out all over the co^antry, and 
their numbers reach about 1,500.

A. question hew arises as to why and how these markets were organised and 
developed. The reason con be attributed to the following four conditions:

a. Poor transportation between' towns and cities.

b. Need for the facilities to collect small quantities from so many

producers into lar^e quantities.

Q.'. Naad for the place to acquire necessary equipments and materials for 
the production of agricultural products as well 'as disposition of 

ajricultural products.

d . The amount of Commodities which the farn^ers vjant to buy and sell was
not large 3n;;ugh to require a daily market, j

Recently,{^he significance of this type of traditional market is declining 
due partly to the rapid development of modem trmsportation which has 
shortened distances and improve! communication and partly to the initiation 
of contract pro iuction schemes ’.jhich coordinate and.obligate both 
pr::d.ucei*s and m;anufacturers through agricultural cooperatives.

3.3 Exporting Channels fcr Agricultural P-roducts:

A. Process of gathering info mat ion concerning the foreign maikets.

There are many ways by which information on international markets is 
collected. These methods are as follows:

1. Through branches .and agencies of private companies set up abroad.

2. Through trading centre,- commercial centre, and diplomatic and 
consular offices in foreign countries.

3. 3y send mg on the spot marketing researchers.

4. Through direct contact with partner. '

Information can also be gathered by indirect matiiods thi\.'Ugh setting up 
the overseas communication network and by means of proper publication.

These metho is are widely utilised among many exporters and importers in 
Korea, but the first and third methods are regarded as the best ones. The 
small scale exporters mostly are in.favour of sec.nd direct method, and 
also'use analysis of publicatiohs and the communicatory system.

B. Golle'cting Route and agencies of exportable agricultural products.

Entire quantity of exported rice comes from stocks v^iich were purchased 
frĉ ra producers through agricultural cooperative system. The exportation 
of rice is arr:mgea by the government appointed rice exporting societies. 
Nevertheless, a ccnsi'lerable part of the exporting process is controlled 
by the government. In case'of chestnuts an̂ i red beans, the export of these 
products collecte] thrciugh private system is carried out by individual 
exporters. The same process also applies t̂ ,' fruit and vegetable products.

10



Liyestock. is selacted'for exportation through twc chainels: The channel 
of middleman and th'at of livestock cooperativee. In the latter case, the 
actual transaction in the prcoess of exportation is taken care of by the 
livestock cooperatives specially organised for this purpose.

On the other hand, in the case of special crops, every leading commodity 
has,its own export cooperative system.

For instance, the fiovemment itself is in the charge of exportation.of 
tobacco, and ginseng, and raw silk exports are taken care of by special 
c^>operatives which are given special protection and assistance from the 
govemrnent. plywoods are directly exported by makers themselves. Generally 
items, whose exportations are arranged by marketing system, are limited 
to those products such as bamboo handicra-fts and mushrooms.

In the case of marine products, every item also has its own export 
system. For instance, producers of cuttlefish have their own cuttlefish 
cooperatives, and agar-agar and 1 aver have their own.

C. Measures to accelerate exports

-attempts to accelerate exports have been a,ma.or.activity in Korea in 
recent years. Brt.ad scale preferential measures have been taken at an 
increasing pace in order tv further export activities.

Institutional Aspect

Institutionally, the following measures were put into practice. In the 
first place, Korea Trade Prc-m.ition Gorpc'rat ion (KOTPui.) was installed ^n 
a regional basis. The purpose of these trading corporations are: to 
conduct foreign market researches, to collect informations, and to analyse 
them. The data collected by the centres are sent to the home office.

Secondly, they also perform a ti’ading function :.n a barter basis. In the. 
third place, they foster the organisation of export cooperatives for 
individual export items fĉ r the purpose of specialising and unifying the 
activities of opening up of new maricets. In the fourth place, they 
apply preferential measures to those who, render important services in the 
opening up of new foi’eign market by providing them with the privileges 
of monopoij?- for the market for a year. In the fifth place, they also help 
producers of export commodities by reducing various public charges. In 

the sixth place, in order to.promote the general faith in Korea products 
on the part of foreign customers, they create special centres î jhere 
foreigners may inspect Korea export . commodities.

Finance

Gohceining-financial aspects, .firstly, credit priority is given to the 
exporters, and the lowest possible rate of interest is made available to 
them.

Secondly, in order to encourage prcduction of export commoditiesj the local 
credit system is adopted. Thirdly, the stcondby credit system is also

11



employe:’ I’̂ r the purpose of subsidizLng the acfcivitles of the over
seas brancti offices. Besides, variv^us special financial supports are 
given to industries purposely established to engage in export activities.

■‘̂ 'axation • '

Various preferenti-il tax measures h:,ve been adopted. Business tax is 
entirely exempted for exporters. Income tax and corporate tax are dis- 
cĉ unted by 50 per cent. In addition,'a special export depreciaoion 
system is applied to the export industry. ii.mong many measures for free 
duties,- tarrif reduction or, exemption system, substitute customs 
duties exemption systan and advance cu3t;̂ ffis duties exemption system , 
tiave-been adopted. , ^

D. Processing Technique of Agricultural Prcducta

i».n important factor determining the .position of any commodity in the 
international market is its quality, and quality depends, in part, on 
the technical development in processing. If  the scale of export is to 
be expanded and developed, there must be improvement of 
processing techniques. So far as the export of grains, livestock,- 
and fruits and. vegetables is concerned, these items are sold in foreign 

markets without being-procdaaed. The level of processing technology 
for most products is still lo.w. However, the prc>cessing of marine and 
special products has, to some extent, shown a degree of impr:vement. In 
the case of one special product, ginseng, it had been sold after being 
processed to some degree. Now, it is compietely pn;cessed. &t one time 
kudzu bark wallpaper went through only the initial processing procedure, 
but it is completely processed now. The same progress is '-also illustrated 
in the fishery Industry. For instance, shrimps is being frozen and ex
ported. The process of technical developmeiit can be seen in the following 
table. . ■.

Ti^BjE XII t Technical Development of Marine Prc -.lucts Exported

(in percentage)

12

Glass if icati-jn 1963 1964 1965

Materials . '70.8 6 3.1 68.8

Semi processed' 8.0- 5.5 ,5-7

Finished 21.2 3 1 .4  : ,  ' 25.5

Totals 100.0 100.0 100.0

Source: Ministry of Finance, The Yearbook of Foreign Trade Statistics, 
196^-1965
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4. PPX)BL]iMS OF MAMgfING CIUlNNSLS FOR AGRICULTUll.  ̂ PRODUCTS

4-.1 Frodaction
>;.s W3 havo. sson earlior, the struoturo of Korean agric'ul- 

turai production is being transformed from a subsistencG production 
system to a comraorcialized modd of pra^uction. Such transformation 
in the production pattern is attributod to gradual changes in 
demand which have been accompanied by changes i-n domestic and 

foreign consumption pattern. These, phenomena of change may not be 
properly explained without consideration of gov'ornmont's influential 
policy measures. Since 1962, the government has encouraged indus
trial crops by mesna of contract production and a forward pricing 
system. In case of other ejqjortable products, the government also 
has encouragal production' of these goods by extending financial 

and technical assistance. Those are the primary explanations for' 
the increased production of sweet potatoes, grapes, peaches, 
tobacco, rp.mle, cocbon, and ginseng. ■ -

In order to improve technical methods of production, the 
government has continually extended its assistance to the following 
ejcperimental projects--seed improvement} improvement of soil ferti
lization; improvement of farm operation technique; insect, pest and 
disease control; and improvement of cropping system.

In recent years, after the farm equipment supply plan is 
materialized as a part of government policy, government will take 
the initiative in the joint purchasing of farm equipment thirough 
agricultural cooperatives. This project will require a considerable 

amount of government expencitures; In the mean time, fertilizers 
and pesticides have also been successfully supplied through agricul
tural cooperatives. As a consequence, total production has been 
considerably increased due to the increasing amount of fertilizer 
used. •

There has been a remarkable improvement in fisheries facili
ties and production. The rapid incrense in the production of 
oyster, lav:^r and shrimp is clear evidence of the positive govern
ment measures.

imd yet, Korea's agricultural industry has clironic troubles 
with over-population: the per capital acreage is ext-rem.ely small 
and consequently production is scattered .all over the country in 
small units. The- fact that Korean ag",'icultural system is not a 
capital intensive, large scale production moans that the cost of, 

production is relatively high. This is one of the most disappointing 
aspects of Korean agriculture today. In order t*.improve such, 
problems the.government has been pi'omoting an irttensive production- 
area programme which will concentrate production and reduce cost of 
production.

On the other hand, Korea his the advantage of low labour
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cost due to over-population, riovavar, it is ilso true that the 
advantai^o might "be more them offset by disadvantage which arises 

from hi.f̂ h production cost discussod above.

^ ,2  , Processirig
, The a.f^iricultural products procossing inductry, in Korea 
has been condition;.3d not only by the lack of capital, small busi
ness acal3,. limj.ted markot, and poor processing techniques, but 
also by raw material v'̂ hortagos caused by an a^^ricultural system 
concentrated on rice *3Jid barley, . Therefore, the processing industry 
is still underfev'jloped. Recently stimulation to the food processing 
sector has come from increasing city demand and government .supported 

export pro-'rramnios.

. The slow progress in this field is largely' attributed to 
energy deficiency, ineffective transportation facilities, and high 
production costs.

In general,) an increased demand for processed agricultural 
products leads to development of mark at-oriented agricultural, 
production and related business enterprises. Since tesrtile, flour 
mill, and sugar refining,, which- occupy the most prominant position 
in the processing field, depend on foreign raw materials, they are 
regarded as import-depending-industry rather than domestic-prodac
tion r̂ iilated industry. The remaining processing industries, ex
cluding tob.acco manfacturing, silk-raeling industry and bakery . 
producing industry, show low degree of intensity, ajad they are 
scattered here and there with primitive methods of production and 

management.

Therefore, m.ost agricultural products are marketed, without. . 
added value resulting from processing. Recent pr'pgreSs in food . 
canning, soy sauce manufacturing, ethyl alcohol .manufacturing and 
silk reeling is the result of the development of extansive and in
tensive methods of agricultural production and rapid growth of con

sumer markets.

Recently, as an attempt to encourage the development of export 

and import-substituting industries for the purpose of improving 
balance of trade, a considerable increas.e in dem,and for processed 

agricultural products such as raw silk,, textiles, oil and fat, ethyl 
alcohol and., starch ,has appeared. There are still many problems to 
be solved the proper control, over the supply and demand of raw 
materials for the processing industry, the improvement of processing 
technique5 ,■ the creation of demand for processtjd agi'icultu.ral-products, 
and the high cost-of energy and transportation.^

Unless thes6 problems are successfully dealt with, the 

development of processing industry in Korea will be difficult.
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4.3 Grading '
■There are many problems in gn.ding. Until recently grading 

has been conducted mninly by producers through their personal 

'ext)erl mces .or by local a'ss.erablers who bavo their ovm standards.
In recent y-iars,. active progr--jmtDes in the field of fruit and 
vegetable production'hs-tre be.3n implemented to promote sales through 
agricultural cooperatives and aiming at the reduction of marketing 
cost' by setting up standards according to which all farm products 
are graded and selected.

As an effort to meet the requirement of large Scale marketing 

of commodities.,- the agricultural products inspection system was 
established in 194.9. Sven before the system v;as adopted, there was 
an imperfect inspection practice for a certain products like rice, 
straw-bag, cocoon, soy bean, etc., on both a loc=?.l and a national 
scale.

■ The present agricultural inspection system requires com
pulsory inspection for the following products, "fhey are l) agri

cultural products to be purchased by the government, 2) spooial 
agricultural seeds produced in the government appointed g.a.rdens 

according to the Major /i^ricultural Seeds Law,-3) sxpbrt agricul
tural products and processed import products, 4) agricultural 

products to be put into joint sale by .agricultural cooperatives.
In addition, when producers request it the products can be inspec
ted. The law also requires the members of agricultural cooperatives 
to get their products inspected throi:igh cooperative inspection 
facilities when these products are to be marketed through cooperative 
marketing channels.

4 .4  Storage
|_The poor storage facilities and neglected utilization- of 

the facilities are attributable to the small scale farming system. 
Farmers are consuming most of their farm products and the ratio 
of products being commercialized is very low. In addition, total 
farm land is divided into many small farms and the quantity of 
products produced on those farms is generally so small that no special 
storage, facilities are needt-xl. iO.1 these things put together retar- ■ 
ded development of storage facilities in Korea.

There are approximately 7,340 warehouses in Korea. Their 
total capacity is estimated at about 25,000,000 strax^-bags (in 
terms of rice bag measurement). About 4,200 warehouses, belong to 
aigricultural cooperatives and are used for storing farm products 
and farm equipment ?md materials.

i*bout 90 per cent of the goods, to be stored are accounted 

for by grain products, the rest of the spac{3 is left for fertilizers, 
straw products, and agricultural pesticides. I f  these stored items 
are classified on the ownership basis,, the most of them are govern
ment purchased rice, oxily small portion of them belongs to agricul- 
"bural cooperatives and farmers.^

The present situation of refrigerating facilities will be
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bricafly discass-ad.. Tha^'a■ exist sayanteen (17). facilities installed 
by livestock cobperativos to'promote sales to the U.S. Army. Five 
other cooling facilities owned by Agricultural Gooporative Market
ing Centres in major cities increase the total number of currently 
existing facilities in Korea, In addition, there are 96 ice- 
manufacturing and refrigerating facilities specially installed 
for marine products. t)ua to the character of the pi’oduct itself, 
the popularity of the facilities is considerably great even at the 

retail level.

In the case of vegetables, refrigerating costs usually 
exceed the value of these products. Therefore, refrigeration is 
not 30 popular among vegsta'xLe dealers. Salting and drying facili
ties are also well employed in marine production. There are two 
drying methods currently employed. The one is'the ngtural diying 
methods by solar heat, and the other is the artificial drying methods.

The tobacco industry is another type of farming activity in 

which drying ivS an important process of production. Nearly every 
producer owns drying facilities. However, even good drying facili
ties do not always'guarantee fine quality of the finished product 
because poor storage facilities may cause damages.

^^5 Transportation
G'snerally, comp̂ ired with other types'of products, agricultural 

products have the peculiar characteristics of volumes in relation 
to values and bulky are esily perishable in the course of trans
portation.

Furthermore, since most agricultural products, are scattered 
in small quantities throughout the country, the cost of assembling 
and transportation is very high. Although transportation costs more 

by trucks than by railroads, most of transportation is made by trucks 
n.nd consequently the price of final products is much higher than 
it would otherwise be.

(Table 13) Status of Transportation of Agricultural Products

Iear Railway Motor vehicles
No. of 

freight 
car

1961

1963 10,^97 

1965 10,587

G ommod i- No.o f Commodi-

ties trans- Qommer-ties tra 
ported cial n sported
____________trucks ___

13,955. VL0,U9

Ships

18,009■ 

20,982
: 10,597 

11,982

15,299 

24,372 : 

24,013

No.of Oommo- Number 

cargo dities
ship trans- ■

___ ported_________________

2,002 2,037 21,586

1,240 2,556 22,374

1,2?^ 3,959 22,877 ,

In 1,000 metic ton 

Total
Commodi

ties
tr?iisported

31,291 

4A,937 

48,854'

Source: The Bank of Korea,
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still in Korea, the xveight of transportation in the costs 
is considerably high and this causes both lower compent^ation pri*a- 
received by praiucers and higher market price paid by consumers. ,
The Table-13 royeals the present situation of transportation in .the 
field of agricultural industry.

A .6 Packing
Packing materials used for agricultural products vary-de

pending on the type of product. Straw bags are used mostly for food 
grain products but its heavy waste is regarded  ̂ as a serious short
coming.

For this reason, agrici£Ltural cooperatives have attempted 
to replace straw bags with paper bags to prevent waste. Since the 
paper bags are not so strong as, straw bags, the fpraer is not. so 
popular in the case of large volume p?-;ck:ings. Wooden box has been 
used for the packing of fruits and vegetables; but chip boards com
mand a great popularity for the packing of export items.

■ . Chip boards are also commonly used for the packing of eggs, 
but:packing by straw bags is still a common practice. In the case of 
the packing of marine products, vinyl bags a.re used to prevent infil

tration of dirty particle into the products.

In foreign countries, cotton bags are widely used for the . 
packing of food grains but they are utilized for the packing flour, 

items in Korea, ,

•Since vegetable products take large volume for their value,/ 
they are not usually packed. In case of long distance transportation, 
a simple method of straw bag packing is applied. After the government 
applies a definite packing standard to sped. al comaiadities or export 
commodities, the improvement in the packing of these commodities is 
very vStriking-. *

4.7 ■ . Pricing
Ordinarily the markets' for agricultural products are 

chijracterized by buyers' market, and tW s holds true, particularly 
in case of Korea. This characteristic,is accounted for by the facts 
that most sellers in the market are small and therefore have weak , 
bargaining capacity, that preservation facilities are not satisfac
tory,, :that sellers are slow in obtaining adequate information con
cerning market conditions,. and that movement of commodities are 
restrictad duo to the lack of proper transportation facilities.
In,such, f, market, therefore, it is very likely that middlemen take 
upper hand in the process of fixing'prices.

As for marketing cost, it is 12,2% of retail price in 
case of rice when the rice is put into market through ordinary
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channels. In case the rice is marketed through cooperative 
channal.^, the marketing cost is 1,1% of retail price. This means 
that the farm, households rec€jive 8,7.8;^ of the retail price in the 
former case whereas in the latter case they receive 92.3%j a higher 
profit to the prcducer farm households. ■

In the case of apple, the marketing costs /vU,2% and 1^1.3% 
of retail price respectively in case of ordinai’y channelling and 
cooperative channelling. -

What elements comprise the marketing cost? As for-rice, 
comnasgion or profit of middlemen composes 6.1'^ and transportation 
costs compose 3,5%. In the case of apple, the profit of middlemen 
is 25.2/b, packin.o charges, 12.9"^ and transportation cost, 6.0^.

-Both in cases of rice and apple, the middlemen's profit '' 
is the major element of marketing cost. This implies that merchants 
play very import-̂ nt role in the detemiination of the price of farm 
products. This farther implies that the participation of agricul
tural cooper-'’,tivevg in marketing process can benefit farm households 
to a significant degree, provided tha.t the agricultural cooperatives 
perform more efficiently than the traditional middlemen.

5. TPIS POSITION AND CAPABILITY OF AGRIGULTURilL OOOPER.1TIVES
IN THE MARKETING FUNCTION OF AGRLGULTU^IL PaODUGTS . •

5.1 Accomplishments of Agricultural .Gooperativ.es, iri. Ma,rk..3tin£
Activities

.Lgricultural cooperatives have achieved striking progress 
in marketing activities since 1962 by transforming itself into a 
gigantic pcale multi-purpose agricultural cooperative federations 
thereby, contributing greatly in the promotion of farm income.
The total amounts of products handled through the cooperatives in 
1962 and in I965 give evidence of this progress. In 1962 the total 

amount was 9,159 thousand. U .3. dollars equivalent whereas in 1965 
it was no less than 51,951 thousand U.S. dollars, an increase of

5.7 times. _

:. The volume of sales through the cooperatives in 1965 can-be' 
broken do>̂Ti into the foilomng categories:

In metric ton In thousand U.S. dollars 

Grains - 189,898 27,438 '

Fruits 34,735 2,356

Vegetables 65,891 1,647

Livestocks 356
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To be more specific, mjor items include such food products as rice, 
barley, soy bean, red be?m, sweet potatoes, ajad white potatoes; and 
industrial raw materials such as cocoon, cotton, ramie, flax, rape, 
and castor beans. Livestock pralnets include cows and pigs ag 
leading items. As for fruits, major items are apples, pears, persi
mmons a.id grapes. Almost all kinds of■ ve ’̂etables were'included. 
Besides these agriciiltural prcducts, the cooperatives also have 
handled handicraft such as bamboo handicrafts, rush articles, and 
special fruits amounting to 350 thousand U.S. dollars in value.

(T,able 14,) THe -Ratio of Commodity Commercialization by Agricultural 
Cooperative tc the Totsl Agricultural Products Gommercia- 
lization ■

(In percentage)

_12£L 196A 1965

Item
Agr,, 

Total Coop; Total

Agr.
Coop, Total

Agr.
C00£^

Rice 36.2 1.4 47.8 2.8 •49.9 6.2

Apple 96.1 30,4 99.0 37.0 99.2 39,3

White potato 11.0 1.1 18.1 0.3 26.8 ’ 1 .4

Sweet potato 29.0 10.1 38.5 12.2 44.5 15.9

Peanut 47.5 2.9 53.8 ■ 3.4 32.2 2,4

Gotten, 75.0 1.6 66 ;0 1.9 55.1 0.01

Rape 95.0 5.9 94.0 12.2 94.0 24.1

Flax 100.0 86.6 ■ 100.0 98.9 100.0 94.9

Corn, — — 56.0 4 .7 64.5 13.6

Soy Bean 19.7 0.6, 33.0 4 .7 27*9 0.7

Red Bean 11.1 0.1 20.2 0.7 30.1 1.0

Source: rJACF. A Survey Report on Marketing and Purchasing Conditions

of Fainn Household. 1963-1965-
The Report on the Production Cost and Income of Gash Props 

1963-1965.

The above table;clarifies the importance of the agricultural 
cooperative in the course of commercialization of agriculv,ural 
products. It is also clear from the table that the amount of products 
handlal through the cooperative has been increasing year by yeat.

Finally, let ug turn our attention to the trading activities 
of the coi^erative,,, In the field, of export, the agricultural coopera
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tive succeed ad in e^qjorting rush slippers to Hawaii for the first 

time in 1962 acquiring 4-32 U.S. dollars. In I963 and 19^4, . 
however, no export has bean achieved through the agricultural 
cooperative. In 19^5, the agricultural cooperpitive succeeded in 
exporting 35 M/T' of r^. beans, equiv-alsnt to 9,170 U.S. dollars, 
to Japan. This might give an impression that the trading activities 
of the agricultural cooper?tive have not been vigorous. However, 
if v;e take the function of the agricultui'al cooperative in assembl
ing such exportable major agricultural products as cows, pigs, and 
apples into consideration, we can hardly deny tha .importance of the 
agricultural cooperative in promotion of foreign trade. In other 
words, the agricultural cooperative has not directly contributed 
much to the actual foreign trade, but it has accomplished a great 
deal in promoting foreign trade in a round-about way.

In the field of import, the agricultural cooperative imported 
agricultural chomicals, feed stuffs, farm implements, milk cows, 
vegetable seeds in the amount of 7,326 thousand U.S. dollars equiva
lent in 1963, 1,500 thousand U.S. dollafs equivalent in 1964, and 
867 thousand U.S. dollars equivalent in ,1965. .

There is no legal restriction binding the agricultural 
cooperative from participating in foreign trade. However, it has 
failed in accomplishing noteworthy results in foreign trade. What 
are the reason? ■

Firstly, the agricultural cooperative has to compete with 
commercial trading business in' dealing with tradeable agricultural 
products, and the agricultural cooperative runs behind those 
tradesmen in its professional trading skills.

Secondly, the goyomment has been reluctant to give active 
support to the agricultural cooperative in trading activities with 
the eye to encouraging the development of professional traders.

Thirdly, the government tends to encourage the cooperative 
to open "new markets and new commodities which have not hitherto 
been touched by existing traders. However, it has not been easy 
for the agricultural cooperative to do so due to the lack of infor
mation channels regarding foreign markets.

5.2 Agricultural Cooperative as the Leading Body of Cooperative
Trnde ' ' ■ >

The potentiality for trade of the Korean agricultural co
operative is,to be developed. The nationwide network, quality 
personnel, and various facilities of the org?iriization can ejqjand 
future trade. It is not an exaggeration to say that there is no 
other institution in Korea at present to compare vjith agricultural 
cooperative in this field. It is, therefore, clear that the agri'^
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cultural cocparativo will be develcpid to become leading body of 
cooparntive trade shall be assured,

l) Organizational Motwork

The system of Kpro’an agricultural cooperative is formed 
in the- following manner: On the bottom of its hiorarchy there is
a primary level of unit organizations, the Ri or Dong (village) 
agricultural cooperatives composed of farmer members. These- 
village imits form the Oity or Oun (city or county level) Figricul- 
tural cooperatives • special agricixltur;ul cooperatives . The City 
or jun agricultural cooperatives form the National Agricultural 
Cooperative Fori oration (NACF) , In other words, the agricultural 
cooperative is a three stage system composed of Ri or Dong agricul- 
tijral cooperatives, City or Gun agricultural cooperatives, and the 
Federation.

In parallel to this line of hiorarchy, there is another 
line of hier-=rchy for special cooperatives. Spocial agricultural 
cooperatives are established for farm households which produce 
livestock products, special agricultural products, and fruits, and 
the members of these cooperatives are entitled to associate member
ship in City or Gun agricultural cooperatives as well as the full 
membership of the Rational Federation. By 1966 (as of June) 7,54-8 
mombers have joined Ri or Dong agricultural cooperatives including 
almost 93^ of tha total farm households. The total number of the 
Ri or Dong agricultural cooperatives reaches 17,675 and all of 
these participate in City or G'jn agricultural cooperatives.

Ther«j are 139 City or Gun agricultural cooperatives ajid 135 
special agricultural cooperatives, which are (mited into one 
National Agricultural Cooperative F'deration. The Federation has nine 

branch offices in.appropriate localities throughout the country.
To put it an other way, the system of Korean Agricultural Cooperative 
covers all parts of Korea under a unified org,anizational system, 
and this means that the .agricultural cooperative is the largest 
nationwide economic body equipped with systematic hierarchy in Korea,

Chart 1. The Hierarchy of Korean Agricultural Cooperative ^
(As of the end of June 1966)

National Agricultural Cooperative Faderation 

(9 Provincial Branch Offices)
--------- ----------- -------^

I ■ ■■ ■ . ■ . . .  f ■

City or Gun Agjricid.tar--xl ! '| Spoci-1 ..gricultural j

Cooperative? (1.39) | Coopentiv js . .*
399 Branch OC;‘lces) : t —Il35) _________ l

i
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Ri or Dong Agricultural 
CooperntiveB 

(17,675)

Special Agricultural
Cooperatives

i (135)

Member Farmers

(2,247,54^)

Meraber Farmers 
(40,706)

Source: The Research D«partraent of NACF.

2) Personnel

The number of personnel eng?.ged in the activities of the 
agricultural cooperatives is about ten thousand in total. of ;
■̂hem are graduates of either cclieges or high schools > and there 
are quite a few. with higher academic background. Besides, there is 
an education oeatre for-.the personhel of the 'agricultaral cooperatives 

through which various kinds of education is provided for the 
improvement of the quality of the personnel and the distribution 

of knowledge concerning trade business.

In addition, opportunities. aro open for further education
b.y sending employees to regular educational institutions both 
at home and abroad. Since 1961., more than 700 trainees were sent 
to domestic educ.ation'al institutions and more than hundred persons 
were sent abroad. Education in foreign countries particularly 
contributes to the improvement of knowledge concerning foreign 
trade. . .

Personnel of trade section are composed of those who have 
professional kno\^ledge about trading,

3) Facilities

All 'l'Svels of agricultural cooperatives maintain vanous 
kinds of facilities. As is shown in the following table, the 
agricultural cooperatives maintain 52,5% of total warehouses 
available in Korea md more than 100 trucks for transportation.
Besides these, the agricultural cooperatives possess 3,100 rice 
polishing plants-for grain products, four-(4) fertilizer.,mixing 
plants, eight (8) f.3i3d grain mixing plants, 22 refrigerating 
facilities (17, of which belong to livestock cooperatives and the 
other five (5) to cooperative marketing centers), five (5). tabbit 
fur processing plants, and (5) milk processing plants.
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(Table 15) Status of Warehouses in Korea.

Capacity

Bv ovmer No. of 
warehouses

No. of 

Pvone 1)

in terms of 

straw-bae

Agricultural Cooperatives 4,693 170,510 13,233,829

Gommercial 1,695 117,994 9,439,520

Public & Others 952 31,376 2,510,080

lotal 7,.’40 m .8 8 Q 25,183.429

Note: l) Pvong is equivalent to 3*3058 square meters.

Source: The Research Department of NAGF, Korean .tigricultural
Products Market System, 1955, p. 340

(Table 16) Processing and Utilizat,ion Facilities

m j.. M.PT? ^un Spl. . Ri or Dong
C l ^ i f i c ^ t i ^  _ N ^  Cooo. Good*. Good . Total

Fertilizer mixing plant U ' - - . - 4-

Feed grain mixing plant 1 - 7 - 8

iirtifici-'>l insemination
center 1 - - - 1

Cool storage 5 - 17 - . 22

Rice mill - 9 - 3,138 3 ,U 7

Rabbit fur processing plant ~ - 5 - 5

Milk processing plant _ _ 5 _ 5

Generators of electric
powers - _  - 87 87

Source: NACF, .."jinu/il Report. 1965, pp. 56-60.

. 4) Capital

Few business firms manipulate lai^er capital than the 
agricultural cooperatives. In the budget of agricultural coopera
tives in 1965, 76 million and 100 million in U.S. dollars have been 
appropriated for purchasing and marketing activities of NilGF respec-
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tively, FurtherffiorG, the agricultural cooperatives receive commo
dities on entrusted marketing bases, thereby reduces the burdens 

for funds.

6. PROPOSiiLS TO THS IIfIERi%UTIO?LX GOOPER.iTIVS JJiLIiU-ICB 
•

In the above, we have discussed the present sitie.tion of 
agricultural products find thy problems of marketing and exporting 
of the agricultural products in an .effort to clarify the position 
•and ability of the Korean agricultural cooperatives. As is already 
mentieiied;. in the introduction, the purpose of this discussion is to. 
help promote unierstanding among the agricultural cooperatives in 
the Sout^-East Asian countries for .increased mutual trade. Without 
propof underst.anding of the conditions of other countries, it is 

nea.rly impossible to develop cooperative trade.

Korea loarned the above lesson through experience. For instance, 
Korea and Japan agrev'̂ d on the contract cultivation of , various farm 
products- after reostabli^.hing normal contact v;ith each other in 1965. 
Gonclusion of such contract between the two countries was possible 
thanks to better mutual understanding of two countries due to 
geographic propinquity.

(Table 17) The Contents of the Contracted Cultivation of 
Agricultural Products between Korea and Japan

Item

Com

Com

Kidney
bean

Quantity Amount Period

Contracted 
Gultivati on J apanes e 

Area____  Company

Total
products 1%/T .. .us |

60M/T

8,000 Ltr.

Red pepper

seed 200,000 lbs.

Calabash 112,500 kg

Tulip 50,000 bulb

7,999.80

2,000.00

36,000

67,500

35,200

1)
1 year 6 chongbo

H 4  I t

" 4. "

" 20 ■ ”

I. 3 0  It

5 years 1 "

Okureru Agri
cultural Coop. 
Federation

Dakii Go.

Kakudani Co. 

Doshoku Co. 

Dakii Co,

Note: l) ciongbo is equivalent to 0.99174 ha.

Source; The Research Department of NACF, ^'agricultural Products 
[, vol. IXf P .9 .



25

In consideration cf such experience, we would like to 
propose here the follov;ing points to I .O .A . in tho hope that the 
world organization puts them into effect with sincerity. .

6.1 It is proposed that I.G.ji, establishes infoi-iaation center 
in its Regional Office. Through .such a caiter, more accurate 
information concerning the condj.tions of member countries will be 
exchanged in a more efficient way. Infonriation conter can accorâ  
plish these ends by collecting informations and by publishing and 

distributing journals and directories.

6.2 The I .e .A . should take the responsibility for arranging the 
exchange of techniques. The producti,on, processing and trading of 
agricultural products are genc;rally accompanied by technical diffi
culties. The I.G.ii. is in an ideal position to arrange the mutual 
exchange of techniques among the member countries and to introduce 
techniques and products between countries,, developed and developing.

6.3 The I.G.ii. is hoped to conduct training and seminar courses 
devoted to the understanding of trading practices of member countries 
and provide the services of trade experts.

6,4- TheI.G.,1. can devise measures of financial support. The 
capital for such financial support might be available by imposing 
certain fees on the member countries,

6.5 One of the major stumbling blocks in the trading of agricultural 
products is the problem of standardisation in grading and packing
of exportable items. It is, therofore, requested that I.G .A , ini
tiates and develops measures toward regional standardization. Success 
in standardization in the Region will easily lead to worldwide 
s t and ard i z at i on.

6.6 We propose that I.G.ii.. takes measures to create an atmosphere 
for better understanding and cooperation among the member countries 
in this new avenues just explored at this Conference.,
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SOJffi ASPECTS OF CLOPER/.TIVE M/iEKETING IN SINGAPORE

Singapore's Cooperative movement was initiated in 1^25* It was 

created to meet a pressing problem - that of indebtedness among wage - 

earners employed, in established organisations. So the cooperative 

approach of self-^help v/as introduced, and within a few years this idea 

of cooperative,self-help began to take concrete shape, and the middle 

and lower income groups, were convinced that thifj was the only way in 

which'they could help themselves, and at the same time protect themselves 

against their exploiters.

The success of the Thrift and Loan Cooperative Societies has given 

an impetus for other branches of Cooperative Societies to take shape.

It may be relevant to mention here that the Singapore Cooperative 

Movement has now to its credit some forty million dollars as its 

savings. Aiid with all this large sum of money, it was only natural that 

we should, venture into other fields. The first thing that occuired to us 

was Housingf to build cheap houses for our members, and this was 

followed by Cooperative shops or Consumer shops as they are called, 

but thesr have not met with much success. On the other hand, the 

housing pociety has been most successful, and special praise should 

be given to the Singapore Got'ernaent officers' Cooperative Housing 

Society which.is considered the leading and fWemost Cooperative 

Housing Society in the For E-st. It has several estates with hundred 

of units of houses which belong to their members. These houses are 

obtainable.;-to members at reasonable and far below market prices,

, - Next we went in for insurance - life insurance, -and this 

particular Society which caters for Singapore and Malaysia with



its headquarters in Kuala Lumpur (We'st Malaysia}, is doing very well 

Indeed.

VJe .went further afield and tried to channel cooperative money 

for-coopersitive enterprises; we created; the Singapore Cooperative Bi.nk, 

principally to channel cooperative monies for cooperative use. Societies 

have their individual surpluses and instead of putting them into 

etjmmerci&l banks we endeavoured to get them into'our bank - the, 

Cooperative Bank, for the use of the whole of the cooperative movement  ̂

but, I am not happy here, because recently tihe Finance companies and 

generally the money iLirket in Sirii^apore are offering very high rates 

of interest, and I am sorry to say that some of our Cooperative 

Societies are being attracted by these high rates of interest and 

getting away from us.

2. Singapore by its natural position in South-East Asia is well-known 

as a trading centre. It was not very long ago when Singapore was a 

British Colony and its position as a free - port was not conducive for 

Cooperative Marketing, However, with the independence of Singapore 

Just a year ago, it has many problems such as international trade and 

domestic trade. U1 the international trade it wishes to serve as a 

trading Centre and export its goods from its industrial projects. On 

the domestic market, the greater portion of the population need goods 

tha.t are within t h e me a n s  of income, lad in this sector. Cooperative 

Marketing Societies hive a valuable part to play, and our movement is 

anxious to learn.from the Experts' Conference cn Cooperative Marketing 

some useful ideas n.nd suggestions for developing the Cooperative 

Marketin-g Societies in cSihgappre,



Recent discussions among the Cooperative Movements in Singapore 

have been for more active participation in markettog, and creating 

trading societies. It is felt that to be successful, the cooperation 

of Governments, business organisations and trade unions should be 

sought to makĉ  a successful start in cooperative marketing. Needless 

to say, the greatest draw-back in marketing is in respect of credit 

facilities and the ability to find ways and means to get baqk the 

money given out in the form of commodities,

3, (a) Therefore in order to boost up Cooperative Marketing, it is

important that some kind of arrangement should be made with the 

government, business organisations and trade, unions, etc., to deduct 

f:b:ed amounts of the pay of the members to provide credit facilities 

to those who are members of the Cooperative trading societies.

(b) It should be the aiiti of these cooperative marketing 

Societies to sell goods at 20^ below prevailing prices. This can be 

brought about by self-service sales, wholesale purchases, etc., thereby 

cutting overhead charges to reduce the retail sales prices down,

(c) It is well known that the price of a commodity is highest, 

at the consumers’ end. Therefore, 'removing the overhead charges 

created by the middlemen and superflous en^jLoyees, to perform the 

sales, must be cut down as much as is consistsnt with efficiency.

(d) Competition with existing established trading houses is 

bound to occur. However, cooperative trading societies should aim at 

selling at 20, to Z5% below prevailing prices, and the goods must be 

of good quality. One has only to observe the large crowds that are 

drawn at auctions and cheap sales which serve one as an eye - opeJter



to what rgduced prices can do.

vAe) Ti.e biggest problem facing trading is the credit system and 

the ability to collcsct the money for the goods sold on credit. Here new 

methods and ideas are to be explored to make Cooperative trading 

,societies; a paying concern.

(r) Oae of the methods stated above, is-that the assistance of 

big aJQd igmall employers of organisations should be sought to deduct a 

fixed amount monthly from, the wages of their eirployees to pay off for 

the credits obtained by their employees, from the cooperative trading 

stores.

(g) The main base of operation is the distribution at the 

retailer'u end; failure to pay due attention to this aspect of the 

business may result in poor sales and in going back to the old order 

provided by middlemen and hawkers.

(li) Wholesale purchases from the source of production needs hard 

thiriking for the time being. For a start, wholesalers at present 

operating should not be antagonised, thereby, making coop'erative 

mp.rketing's entry into the business field more difficult, A forward 

step would be to cooperate with the wholesalers by obtaining the 

best discounts and direct sales. Furthermore, ‘Wholesale enterprises 

being governed mostly by political and economic policies are fields 

where cooperative ma,rketing societies in should not get involved

at this stage of their development.

In conclusion, it is my considered opinion that cooperative



marketing has a, great future and may well contribute to the 

we;i.r?.re of peoples of tliis region and further help in stablising 

of prio'-̂ s of essential commodities, which will be a great boon to 

the Asian populations and thoir governrrLents, Axid in this context, 

cooi;erative marketing: societies have a valuable part to play, and 

in this connection, the cooperative movement of Siriĵ .̂ pore is anxious 

to learn fro a this conference some useful ideas and suggestions'for 

developing cooperative marketing societies in Siii^apore.
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THE PRESEI^T POSITION OF ACmiCULTURjU:. COOPERATIVS JWRKETING IrJ THAIL/^^D

Historical background

The first five paddy marketing cooperative societies on limited 

liability basis were organised in 1938, even though Seed of cooperation 

was planted in Tk.iland iti 1916, Tiie governnent took the initiative 

by inducing farmers to adopt a cooperative marketing system, through 

which the 1?“ paddy was sold, as a means of pretexting their own interest. 

It was known then that, farmers, in various way3, were exploited by 

the local middlemen so that it was not possible for th^m to gst a 

fair share of their sales. The Government provided storage to the 

societies on a hire-purchasing basis. Operating i\ind was loaned by 

the same source. Ĵ lso in the field of managerial assistance and 

membership education, the Government extended help by providing close 

supervision. Since then, operating in a more competiting position, 

the cooperatives have enjoyed more power in price bargaining. Not only 

cooperative members, but the community as a whole have derived 

benefits from this. F.irmers' income has to a certain extent ijicreased.

La the cooperative,marketing system achieved success, more 

societies were organi3e(^ in various parts of the country, rarigiJig from 

paddy cooperatives to those handling coconut, kenaf, fish, livcrtock, 

salt and other farm products. The majority of them however were paddy 

marketing cooperatives, including 2 regioaal foderations with milling

facilities which were later organised. It was a step forward, in 

building their own marketing channel. By -the end of 1966 there were 

a total of 146 primary marketing societies and: 7 secondaries.



The present situation

■Until, recently cooperative societies handled

bnl.y one commodity and the majority of them conducted their business 

on a seasonal basis. Fow marketing societies employed managers.. la most 

Cases, during the business season, their directors performe.d this 

function. Thq m;irkets, for products such as, paddy and farm crop, .were 

mostly confined to the local area, except for those societies in the 

regions where federations existed. Efforts were made to bring paddy 

and farm crops to the B;ui£kok central ma;rket, but , this failed, due to 

m,anagerial inefficiency. 3<-.lt has been exported.to .Japan. Fishes are 

sold in the Bangkok auction market. Since the.B^.,kok terminal market 

is within reach, the Kenaf marketing society uses the terminal market 

rather than local markets.

Coi^etition between marketing cooperative societies and local 

middlemen ha,s been keen. Cooperatives themselves obtaining no special 

marketing previlege, must work hard to stay in business. Aijproximately 

44 societies failed because of insufficient volume of business to 

cover expenses and inefficient management. This was due to a very 

hasty expansion of societies during some period and it was done without 

having adequate knowledge in business. Moreover, they were small-size 

societies. Only the, believe in cooperation is not enough in making 

cooperative successful. Measures have been used to inprove the existing 

societies. Many societies adopted multiple functions and handle various 

kinds of farm products so as td increase business volume and to render 

better services to members. They extend loans for production.and 

harvesting purposes to members. Services of supplying of chemical



fertilizer and insecticides through marketing cooperative are given. It has  ̂

been realized that aa?̂  markettng^cooperatives extend more and better service.sj 

to members, they receive from members a corresponding increase in .loyalty.

It was in 1963 that, 'international cooperative trade between Thailand 

and Japan started. This has been a turning point in marketing cooperative 

development in Thailand. Thanks to the Purchasing Federation of Agricultural 

Cooperative Aa-ociations of Japan (ijSwKOREN) . Cooperatives of Jg,pan and 

Thailand have established cooperative trade relations. It started with

5

maize transactions. The Bcngkrk F̂ rmi Product Marketing Society Limited has 

acted as agent ff local marketing cooperative societies in the exporting 

business. lu 1964 the Joint CorQinittee for'Promotion of Cooperative Trade 

of both parties was established. Tuo conferences were conducted in Thailand 

and J^pan alternately and mutual trade-cum-ald agreements were reached.

The international trade between cooperatives has proved mutually
Ik

beneficial. It.has built cooperatives' own trade channels through which

profit-seeking middlemen can possibly be eliminated and producers can

obtain a fair share cf the income for their crop. Trade between Thailand

and Jj.panese cooperatives has expanded accordingly both in volume and In

kinds. The B^gkok Fj:m Product Marketing Society Ltd. also exports bean

and sorgum in addition to - maize. The total export of maize in 1966 was

M/T 53,061,. It is 84.68^ increasing from that in 1963. lu 19.65, some 
' r '' ' '

primary marketing societies,' selltag maize through Bangkok C^^operative

Farm Product Marketing Society Ltd;, got the price up to.21,92% higher

than the local market price. It is riow explpring the possibility of
■ ft ' ■ ' ^

exporting other crops. A plan has been worked put to import agricultural 

equipment, chemical fertilizer and other farm supplies.,.



Problems and development

There are problems in the movement« The foll*wing are a few of 

them vrhich we are solving.

1. A c.-J'keting cooperative society is a business organisation which 

operates competitively with private middlemen. An effipient manager- 

rial staff in the society at every level is needed. This is also a key 

factor to gain members' loyalty. More effective training of personnel 

in this field is being •undertaken,

2. The importance of an integrated structure in the movement is 

appreciated. Locally, multiple functions are adopted by many marketing 

societies, in order to improve marketing cooperatives both in services 

and in economical business operation. A'large-size local marketing 

society is now recommended. The National Marketing and Supply Federa

tion of Agricultural Cooperative Societies is being organised at the 

national leVel to work in coordination with Iccal marketing societies. 

Thus the cooperatives are establishing their own integrated trade 

channels, which in turn will assure the strength and continuity of 

marketing cooperatives.

3. Local leaders are needed for the developing cooperative movement. 

Education is carried on in many ways by the Government, The Ministry

of N;.tional Development has set up a Cooperative Education and Training 

Centre in Bcjigkok, The main aim of the Centre is to provide training 

for directors and managers of cooperative organisations and cooperative 

officials. The curriculum of the Centre will be set up in accordance 

with the needs and background of particular group of trainees. Besides, 

nine mobile training units were set up and work in various parts of 

the country. The purpose is to promote cooperative knowledge and



spirit among cooperative members and other farmers in the rural areas. 

The Cooperative Union of Thailand limited is being organised. The 

function of cooperative education and promoting cooperative movement 

shall be later on conducted by this organisation. In Thailand marketing 

cooperatives are regarded as an effective means of achieving the 

nation's economic development. Government support to cooperatives in 

the managerial field and in financing is indispensable, until the 

movement has grown up to the point where producer members can take 

responsibility for it by themselves.
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A NOTE ON COOPERATIVE PRDCESSING IN SOUTH-EAST ASIA

Compiled by

1. Present Position ; 1966 

Number of Processing Societies

I-ir J.M Rana & Dr P,R Baichwal 

Inte^ational Cooperative Alliance 
New Delhi

Type of Cooperative Processing Societies Number

1.1
1.2

1.3
1-.A

Primry Gooperative Processing .Societies 
Regional Cooperative Processing Societies 
National Processing Societies
•Number of total marketing, societies undertaking 
processing activities

65
Nil

2

67

%

31 No Name of commodity being processed Total capital Value of

of all coop commodity

r processing processed

societies

1 Coconut 6,939,m i 10 , 74 1 ,604.
2 Tobacco 1,715,4.33 1,750,000

3 Tea 1,391,S25 2,228,800

A Rubber 58,099 469,963

2.' "K)le of Government Coop •■Department The Cooperative Department provideg 
for the supeivision and audit of the societies.

3. Role of the National Agricultural Marketing Processing Organisation :

In the-case of Ceylon Coconut Societies Union Ltd.^ coconut oil manufactured 
in the mills owned by the Union and the primary societies is marketed among the 
cooperative societies by the Union. Desiccated coconut produced in the mills 
owned by the Union is exported. In the case of Agricultural Producers Union, 
besides marketing of vegetables supplied to the Union by the Societies, the 

Union is also selling vegetablespacked in polythene bags either directly or 
throiogh the cooperative societies to consumers.



x̂LON' (coatd.)

/p. Other Gover.Tip.ont Departffienxs and Research Bodies assisting the development 

of Cooperativo Processing ;

Coconut and Rubber Rehabilitation Department 

Tobacco Officors. Departmett ;■

Coconut Board
The I’oconut Research Institute.

5 . F’jiture Plans for Develomenl;

Processing of vegetables,fruits and rubber.

mpiA

1 . Present Position - 1963-6A 

Number of Processing Societies ;

SI. Type of Processing ;Primary '
...■ ■■........ • - Regional'-National

No .'’ SbciGties'- ■ '..No.;, of 
socy s.

No.Actu

ally'.......
working

1 . Cooperative Sugar Factories 68 ' 7 1

2 Cooperative Spinning Mills 4 7 ’ a.7 . ^ ■ ■  1

3- ■ Coop Cotton Ginning- and.. Pres 

Societies

sing

151 97

4-e Paddy husking 'societies .......
(excluding ;ri<;e mills) less"............................ 1045 ■ -2-

5. Cooperative Rico Mills 5S'
a  9

34

6. Coop Oil crushing societies 3381 ^ 1913 8

7. Coop. Fmit 'and vegetable. , 

■probessing 27 10 ■

8. . . Other Cooperative Agricul- 
, tural processing societies 4894 2908 17

Total 1030s 6102. 34 2 §

a Includes hand pounding societies, 
la Includes Ghani Societies
§ Excludes, the National Agrf.cultural Cooperative Marketing Federation

Number of,Marketing Societies undertaking processing:

a. Cotton ginning and pressing '■ _ 51

b. Paddj* processing 84
c. Oil seeds processing 42

‘d. ?ruit; and vegetable processing socys.' 4
e. Coconut . ' ■ 7

f. Others' 36

224



INDIA.-Xcontdj::'

S F
■No,

(Fupees in crores)

Name of . ComTnodi'ty 

being processed'

Total capital 
of all proces
sing societies 
as on 30 6 64.

Value of Value:of
commodity sales
processed.

(Dui^ng 1963-6it

1. Sugarcane
2. Cotton
3 .  ̂ Paddy )

A- ' Oil seeds ■)
5c Fruits and vegetables )
6. Others )

■■■ 40.59- 
9.63 

3 .3 7

64^70--
n-.a

n.a.

2 5.73

1 5 . 1 5

2. Role of Government

i. Cooperative departments, in consultation with agricultural departments
draw up plans and schemes for develooinp' coopeWitive-^agricultural processing.

ii. The State Goverrjment provides financial assistance to cooperatives in the 

form of share capital contribution towards block capital cost of the processing 
uinits, managerial subsidy aiid loans and subsidies for construction of godowns.
The Central Government, in turn, provides assistance to state governments towards 
a bulk of the assistance provided by the State Governments to-ftie processing 

cooperatives■

iii Cooperative Departments of State Governments are also engaged in general 
supervision, promotion and audit of cooperative processing.

iVc The State and Central Government provide guarantee for loans obtained by 

the processing cooperatives from State Finance Corporation/industrial Finance 
Corporation for meeting their block capital needs.

v. ■ State/Central Govemm^ts have undertaken various promotional activities 
for development of cooperative processing such as :

a. Provision, of technical know-how

b. Planning establishment of processing units under normal developKient 

plans programme.

c. Preparation of model scheiaes for different types of processing activities.

d. Tax concessions.

e..' Giving.;^reference in the matter of licensing.

f . Securing aid, both technical and financial, from foreign cooperatives.

vl. Most of the State GoVeriiments have constituted state level bodies for 

giving guidance and help to the state governments for preparation of annual 
plans, advice on optimum size, financial structure.



li'jDiA (contd.)

.3 . Bole of th^ National Ai?ricultural Marketing/Proeessina Organisations ;

!Hiere are national federations of cooperative sugar factories and 
cooperativo spinning mills. For other agricultural processing societies, there 
are no separate national federations and,the National Agricultural Cooperative 
Marketing Federation Ltd, New Delhi, undertakes coordination, promotion, etc. 
of these societies.

4.. Other Government Departments and- Research Bodies assisting? the develoment 

' of Cooperative Processing

1 . The Agricultural Ma.rketing Adviser to the Government of India, Nagpur,
i i .  Development Councils set up by the GovGrnment of India for various

commodities/groups cf cornmodities.
i i i .  Directorate General of Technical Development, New Delhi. ,
iv. Directorate of Sugar.and•Vanaspati, New Delhi.
V. Central Food Technological Research Institute, tfysore.

vi. Regional Research Laboratory, Anantapur. Andhra Pradesh.

5 . Future Plans for Develoment ;

■ a. Cottoii : Primary and Secondaiy Processing

b. Oilseeds - primary and secondary processing
c. Paddy - with modem techniquesof processing

; di. Sugarcane - with establishment of by product industries.
e. Fruits and vegetables (large; and medium size processing lonits)
f . Jute .

1. Present Position : 1965

In Japan there are no specialised cooperative processing societies. 
Processing is xindertaken as a part of. the business of the multipurpose agricul

tural cooperatives or single-purposa agricultural cooperatives. The nature 
and nijmber of societies engaged in cooperative processing in 1965 are indicated 

below:

Local Level ; No. of processing plants of Multi-purpose
Agricviltural Coops. 877

No. of processing plants of Single-purpose 

Agricultural Coops 145

Regional Level : No. of processing plants of prefectizral

economic federation of agidcultural coops 26

National Level : No. of processigg plants of national marketing
federation,of agricultural cooperatives 43

Total Includes processing societies (not coops) '1200

Invested capital by agzdcultural coops 53

Processing companies which have been
independent from agrl. coops 4B
Others 8



I coa u<l. ;

Tho processing activities cover products such as neat,, milk products, 

canning, spices, wines, starch processing- etc. Some of these societies are 
also Gngaged in other,activities such as wood.processing, potteries, chemicals 

.manufactiuring of straw goods and. agilcultural implements.

2. Role oi.' Govemiaent :

Agrictiltural Cooperatiye Section, one of .the departments of the Ministry 
of Agriculture and Forestry'/ prdifiDtes and provides guidance and supervision to 
agricultural cooperatives engaged in processing. They also undertake surveys 

■and research studies for the development of processing schemes.

3* Role of National Agricultural/Marketing/Processim' Organisations;

The Federation supplies equipraent to societies undertaking processing a nd

• also provides technical guidance in processing business, î/herever necessary 
it also helps the primaries through undertaking management of cooperatives.

Other Government Departments and Research Bodies assisting the development 
of cooperative oroceaslng :

i. Statistical Department of the Ministry of Agriculture and Forestry
ii. Business Departeent of Food Agency of Livestock Department 

iiio Extension Department of Ministry of Agric;;lture and Forestry 

Iv. National Experimental Stations located in all the Prefectures.

j-BSFUBLic^g?................

Present.Position ; 1966

Data on the nature and number of processing societies for the year 1966 
are indicated below ;

Type's of Cooperative Processing Societies 

Pri.Tiary Cooperative Pfoceesing Societies 

Regional Cooperative Processing Societies

National Processing Societies

No. of total marketing societies undertaking 
processing activities ■ ^

Rice 3>000

Mixed Fer-
t1,1 izer 3
Panama hat 1
Rice 9
Starch
Compound
Feeds 1
Mixed Fer

tilisers ■

Compound
seeds 3
Panaia , hat 1
RLc6 9
Starch 3

5

16
NB : Cooperative System in Korea is multi-purpose cooperative handling ‘

marketing, purchasing, credit, insurance, and utilisation and processing
• business.



KOREA (contd.)

2. Role of Government ;

Government provides funds in the form of loans and subsidies and also the 

required technical assistance. A number of government departments ^  import;
role in the development of cooperative processing. These departments are :

Office of the Rural Developnent, the Inspection Office of Agricultural Products, 

the Economic Planning Board and the Ministry of Finance. '

3. Role of National Agricultural-M&rketing/Processing Organisations

The National Agricultural Marketing Processing Association provides guidancej 
to cooperatives engaged in processing and also, assists bhem in expanding the 

.marketing outlets for the processed products.

-4* Future Plans for Development

The country has plans to develop other cooperative processing societies.

T h ^  relate to fruits, vegetables,, idc^;dairy products etc.

1. Present Position ; 1966

Number of Processing Societies ;

6

Types of Cooperative Processing Societies Number

Primary Cooperative Processing Societies 
Piegional Cooperative Processing Societies 
National Processing Societies 
Number of total marketing societies undertaking 

processing activities.-

389
11

1

31

SI
No.

Name of commodity being 
processed

Total capital 
of all coop, 

processing 

societies

Value of
commodity

processed

Paddi M 8,134.,624 ■ Not available
Rubber 295,853 IT

• II

■ Coffee 71,076 I I 11

Copra 2,294 11 I I

2. Ible of Government

The functions of the Department of Cooperative Development in the Ministry 
of Agriculture and Cooperatives in relation to the development of activities 
in processing of agricultural commodities includesr-



MALAYSIA (contd.)

a. . extension of paddy processing and marketing schemes and
the establishment of lai^e and uptp-date rice mills.

b. improvement and further extension of the ischeme for
the marketing of rubber, copra, poultry, vegetables, and pineapple.

•3 . Role of National Agricultural MarKetimr/Processing Organisations

There is, no national agricultural marketing/processing union as such. The 

1 onlj- society operating on a national basis deals with the manufacture of

I paper from paddy straw and other raw materials.

11,. Other Government Departments and Research Bodies assisting the development 

I of cooperative processing ;

i . Rubber Research Institute
ii . Division of Agriculture, Ministry of Agriculture and- Cooperatives

iii . Federal Agricultural Ma3*eting Authority

iv. Malayan Pineapple Industry Board.

h5. Future Plans of Development 

j Paddy, Rubber, Copra, Cdffee.

:’ mep^

A few oil pressing and paddy husking plants have recently been installed 
in the cooperative sector. liiese are mostly undertaken by the Cooperative 
Marketing Unions^ The value .of the goods pracessed by these societies is 

reported to be very small.

PmLIPPTOES

Present Position : 1966 

Niffiiber of Processing Societies

Types of Cooperative Processing Societies Number

Primary Cooperative Processing Societies ia ,i
Regional Cooperative Processing Societies 7

National Processing Societies 1
Number of total marketing societies undertaking processing

activities • . ' . 149

gi. No... Name, of Coimnodity being processed Total capital Value of
. ..pf all coop commodity

processing processed

1. Rico (milling) f  2,151,331.80 f  3-^9,A99.20
2.. Rice (milling) 38,871.80 56,036.32

3 . Sugar (processing) 1,8l%213.73' 7,596,726.59
4 .' Tobacco (rcdrying) 935,800.00 12,600,000.00



PHlLlir’Pli'jao (contd)

2. Role of the' Government.
*

' 1. Financial assistance through, loans.
2. Management services'

3. .Gonduct seialnars and discussion groups 

Education'and infomation campaigns
5 . research. ■

3. ftole of National Agricultural Marketing/Processing urganisations

. 1. Mai’keting'
• 2. Storage. ,

3. Distribution

/V. Other Government Departments/Fiesearch Bodies: assisting the development of 
cooperative Processing :

1. Agricultural Credit Administration
2. Agricultural Credit and Cooperative Institute

3. Agricultural Productivity Commission
U- Central Cooperative Educatioial Board .....  .. .
5-. Cooperative Administration Office

6. Philippine National Cooperative Bank

5. Future Plans of Development

Through Coops : Foodgrains, Fish (canning), Fruits, Vege'tables, Meat 
&'Meat products, com etc.

Through others; Fertilizers, insecticides, . Meat and Meat products e'

THAILAND

1. Present Position : 1964. - 65

There are tvo paddy milling cooperative societies, on§ at the regional 

level and the other at the national level. IXirlng the-year 1964--65̂ . they milled 
8,300 metric tons of paddy. .........  ' ■ .

2. Bole of Government

, ..Government provides-assistance in the following ways :

. i .  Grant of facility loans and part of working capital ^
, i i . Technical a'ssistance 
'iii. Supeivision and training of personnel.

■3. Other .Government Departments /  Research Bodies assisting the development 
of eooperative processing-

Departinent of Industrial Promotion 

A-. Development. Plans

Flip's are being- formulated .ftjr the dev«loFEaent ,of cooperative processing 
of Maize, sorgum, caster bean and peanuts.
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INTRODUCTION;

In the countries of South-East Asia, agricultural cooperatives 

have now existed for varying lengths of time. The cooperative 

movement- is diversified in different fields of the agrarian economy 

and the movement now covers aspects such as provision of credit, 

supply of occupational requirements to farmers, marketing of. 

agricultural produce, processing, irrigation etc. In many countries, 

specialised cooperatives have been organised to undertake different 

functions. In others, several functions are combined at the primary 

or local level in one society. Federation of cooperatives at 

different levels have also been organised. The movement in the 

field of marketing of agricultural produce is comparatively of 

recent growth- and the progress of cooperative marketing societies 

in respect of different commodities in all countries is not even.

COOPER/iTIVE MARKETING LBGISL’ATION

At the outset it may be pointed out that in many countries 

of this Region, the idea of cooperation was introduced to deal 

with the problem of agricultural indebtedness. In the beginning 

of the present century, agricultural indebtedness had become a major 

problem and it was thought that the organisation of cooperatives 

among the agriculturists to provide facile credit would solve the 

problem of indebtedness. Accordingly, in the beginning, cooperative 

legislations were introduced mainly for the purpose of organising 

thrift and credit cooperatives.

In India, the cooperative movem.ent was initiated with the



passinp of the Cooperative Credit Societies ji.ct in 1904-. This 

was later amended in 1912 to provide for the organisation of 

societies for purposes other than credit and-also for the formation 

of central organisations to provide capital to primary societies.

This was an enabling act of the Centre and the aifferent States , 

were given the latitude to fraiae rules to regulsbe and administer 

the movement in their respective jurisdictions. Subsequently, 

with the expansion of credit and marketing cooperatives rnd the 

spread of the movement in diverse directions of economic and social 

fieldsj a number of States enacted separate legislations vherever 

the Central Act of 1912 proved inadequate to m-̂et the needs of the 

movement. It may be recalled that Pal^istan was separated from India 

mush later in 194-7 and the central legislation was applicable to 

Pakistan till it acquired sovereign political status. In East 

Pakistan, the .central act of 1912 stil.l provides the legal foundation 

to the cooperative movement in that country.

In Ceylon the cooperative mov-draent received legal status 

with the enactment of Coopa”ative Society Ojrdinance of 1912. This 

Ordinance made pro/ision for the organisation of only credit 

societjes. In 1921 it was amended tc enable the organisation of 

non-credit societiec.

In Malaysia, the Cooperative Societies Enactment passed in 

1922^provided for the oi^anisation of uainly thrift and credit 

societies. Subsequently; ?.n 1948 the Gcoperative Societies 0.rdinar!ce 

was passed paving the way for the deveDiopiccnt of other societies 

both in rural and in urban areas. In Singapore the cooperative 

societies,ordinance was passed by the Straits Settlement Government 

in 1924- and cane into, force a year later, .

In Thailand the Asso'iiation Amendment Act, 1916 provided the 

basis for the organisation of mainly cooperative credit societies. 

Later, in 1928, Cooperative Societies Act E.E. 2471 was promulgated



giving wide scope for the organisation of all types of cooperative 

enterprises. ■ '

In Philippines the Rurnl Credit Law (Act 2508) of 1915 

provided for the formation of only credit societies. With the 

enactment of Cooperative Marketing Law (Act 24 and 25) in 1927, 

organisation of cooperative marketing societies was facilitated.

.*mong the countries in the region, in the Republic of 

Korea and Nepal, the law to regulate cooperative movement was 

passed only a decade ago. In the Republic of Korea, the Agricultural 

Cooperative Act was cnacted together with the Agricultural Bank 

Act in 1957. When this act came into force, agricultural cooperatives 

were organised at the local .and national levels for providing seiv 

vices other than credit including marketing and the function of 

providing rural credit was entrustojd to Korean Agricultural Bank,

These two organisations did not have coordination between themselves 

and there was duplication and competition in their business operations, 

With a view to eliminating the inherent defects of the organisational 

structure between the agricultural cooperatives and the Korean 

Agriculture Bank, the government promulgated a new Agricultural 

Cooperative .^ct in 1961. By this Act, the cooperatives and the 

Korean Agriculture Bank were amalgamated into one systematic 

organisation designed to handle credit and other'business activities. 

In Nopal an Ordinance was promulgated in 1954 for.regulating the 

working of the cooperatives. Later in 1959, Cooperative Societies 

Act was passed.

It may be pointed out that though in many countries 

legislations were passed to provide for the organisation of marketing 

cooperatives, this sector of the movement did not receive much 

attention until the thirties of this century. In the earlier 

period the credit movanent in some countries gathered momentum 

and with the rapid expansion of the movement, .some of the dis- 

quietening features such as increasing overdues, mismanagement 

misappropriation 'of funds etc., crept into the picture. A few of



these unfortunate tr^mds \jere, however, obsecured during- the 

rising prices and boom conditions. But with the onset of the 

world-wide severe economic depression in 1929 and the fall in 

the prices of agricultural produce and value of land, the repay

ing capacity of the farmers was severely affected and consequently 

cooperative movement in many countries received a great set back.

The overduos of the cooperatives mounted up and with their assets 

froz'^n, the loan operations of the societies came to a standstill.

' Durin- this period it was realised that organisation of cooperatives 

for providing mainly credit would not solve the problems of 

cultivators when the marketing of agricultural produce is in the 

hands of private traders. The benefits of credit are fittered 

away and appropriated by these traders and money-lenders. Supply 

of only facile credit will not, therefore, solve the problem ,of 

agricultural indebtedness.. It was, therefore, realised that unless 

simultaneous efforts are made to develop the marketing., cooperatives, 

the cultivator \d.ll not be able to secure the benefits of rural 

cooperative credit. Though during this period attention was given 

to this problem, serious attempts in organising marketing coopera

tives were made much later.. The attempts made in the cooperative 

marketing of agricultural produce can be broadly classified into 

three categories. These are, linking credit cooperatives with 

marketing cooperatives, organising raulti-purpone cooperatives to 

undertake both credit and marketing, and organisation of specialised 

cooperatives to undertake marketing of a3-l or certain specified 

commodities.

STRUCTURE OF MARKETING C00PER.1TIVSS

In Philippines the cooperatives at the primary, level known 

as FaCd-iOs, are multi-purpose cooperatives. There are also specialised, 

cooperatives handling certain specified commodities. Similar is the



case wlt.h Japan and Republic of Korea, In Thailand, marketing 

is undertaken by separate cooperatives and an attempt is being 

made to coordinate their acitvities with credit cooperatives.

The position in India and Malaysia is similar to that of Thailand, 

In Ceylon, in the beginning, separate societies were organised 

for the purpose cf undertaking marketing and coordinating their 

activities with credit cooperatives. In 195^ the Committee 

appointed to examine the publem of rural indebtedness and to assess 

the rcle of cooperatives obSv̂ rved "that it (the cooperative move

ment) had not gained adequate maturity for its years of growth 

and that its development had been chocked by application.of con

cepts which had little relevance to the country." Since then 

emphasis' was given on the organisation of mainly multi-purpose 

cooperatives.- Wherever possible the societies engaged mainly 

in marketing Were also converted as multi-purpose cooperatives.

It might be pointed out here that in countries*where attempts 

are being made to coordinate the activities of marketing and 

credit cooperatives, the task of collection of produce and passing 

on the same to the markotirig societies is assigned to credit 

cooperatives. The structure of the marketing cooperative movement 

in all the countries of this region is three-tierod. Primary 

marketing cooperatives covering a group of villages are at the 

base. Such societies are generally located in a marketing' centre. 

These are organised into federations at the district/prefectural 

or the regional levels wi-iich in turn are federated into apex 

organisations at the Stnte or National levels. Apex marketing 

societies exist in Japan, Republic of Korea, Philippines and India. 

Some of these apex.organisations handle all commodities and a 

few others restrict their dealings with only certain specified 

commodities.
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FUNCTIONS OF MilBKBTING C00PER.1TIVES

The functions of tho-markoting coope'i''fetives in many 

countries are not necessarily restricted to assisting the farmers 

in the marketing of afjricultural produce* .1 few of the societies 

also provide production crecUt to farmers. This is done with 

the object of binding the farmer and giving him nn inducement 

to bring the produce to the societies. Supply of aigricultural 

requirements like S G e d ,  fertilizer,'Machinery etc, are also, under

taken by the marketing cooperatives,

ST̂ ITUS OF MARKETING GOOPER ÎTIVES

In Ceylon at the end of 1965 there were a total of 4708 

societies undertaking marketing of agricultural produce. They had 

a membership of 64,6244, These societies include, apart from rice 

which is the main crop, other products like tea, rubber, tobacco, 

vegetables, dairy products poultry etc. It is estimated that; 

about 90% of the caltivators are served by these cooperative 

marketing societies.

In Thailand marketing movement is largely restricted to 

paddy though a few cooperatives have been organised to handle coconut, 

fish, livestock and kneaf. During 1966, there were a total of 146 

primary marketing societies and 7 secondaries. ■

In Philippines, at the close of the fiscal year 1964 there 

were a total of 536 agricultural marketing cooperatives. Of these,

514 were the primary associations: 20 provincial federations; one

regional f^eration and one'national federation. The markoting 

cooperatives'covered Paddy, Coconut, Tobacco, vegetables, fish, 

coffee etc. In the Republic of Korea, at th'e end of I963, there 

were 19,869 Ri Dong (Primary) Cooperatives.- These ^cooperatives 

had a membership of 2.2 million farmers. The Ri Dong cooperatives



wero fedoratod into 139 Gun cooperativos which had 397 branches 

throughout the country. The National Agriciiltural Cooperatives 

Federation is the apex'organisation. This federation has 9 

provincial branches. Besides these, there were 122 Special

■ cooper'^.tives dealing in different coramaiities.

At the end of June 1964, in India, there were 3,347 

marketing cooperatives. Of these 3166 were primary marketing 

cooperatives, 159 central societies, 21, state marketing coopera

tives, and 1 national organisation. The societies covered aspects 

such as cotton, tobacco,' coconut, fruits and vegetables and a few 

other commodities. Their membership consisted of‘’l,30,56? societies, 

17,16,800 individuals and others as regular members and 68,278 

nominal members, " ,  '

In Singapore, at the end of June 1963 there were 7 marketing 

societies with a membership of 2,970. These societies covered 

poultry, fiv^h and other agricultursi commodities. •

INTEriNATIOM/X GOOPSRiiTIVE TRADE

Some^of the cooperatives' in'the region are also engaged in 

International Cooperative Trade. In India, the National Agricul- 

■tural Cooperative Marketing Federation and a few other marketing 

federations in some States are exporting products of their members 

to Middle-East countries. The commodities ajg^orted cover cotton, 

bananas, mangoes and pulses. Some of the cooperatives also import 

a few items like cauliflower and potatoe seeds, dry fruits and 

asafoetida.^

The National Agricultural Cooperative Federation in the 

Republic of Korea h-TS set-up a foreign trade section to handle 

imports and exports. The imports cover milch cattle, agricultural 

chemicals> agricultural machinery^ seeds, mrlze for fodders and 

also rice mainly from Japan >^d the‘United States of America,



In Japan, the Federation of Agricultural Cooperative 

Association has been exporting agricultural products and horticul

tural goods as fresh tangerines, preserved foods, seed potatoes, 

apples and eggs to the 0 .3 .A. Canada, U .K ., West Germany, Sweden, 

Singapore and other \vorld markets. This federation also imports 

foodstuffs, raw materials and fertilizers. In recent years consi

derable quantity of maize is imported from the Bangkok Farm Products 

Marketing Society, Thailand.

In Philippines, the Central Cooperative Exchange imports 

fertilizers, sprayers, farm equipment, seeds^and jute sacks from 

Japan, the United States, India and Taiwaxi.

GOVEKMENT ASSI STANCE

The marketing cooperative movement has received considerable 

emphasis particularly after the launching of development plans in 

mamr countries ia  the region. In the development plans, several 

countries have adopted a deliberate policy of encouraging and..orga

nising cooperatives in different fields of"social and economic 

activities. Along with other cooperatives, the marketing cooperatives 

are given increasing technical and financial assistance, by the 

Government so that th'ey could undert;ake marketing and other necessary 

allied activities in an efficient way. The nature of financial 

and technical assistance given to marketing cooperatives is 

indicated below:-

i) Loans and subsidies are given to cooperatives for certain

specific development progr-ammes which in their initial stages
\

are not likely to attract' finance from regular financing 

agencies, for example, cooperative processing. Some of 

the purposes for which loans and subsidies are extended 

relate to construction of buildings and store-houses, pur

chase of sale-depots, purchase of machinery and other
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oquipment, say for undertaking processing and other 

activities, purchase of tr.ansport vshicles etc. For certain 

purposes, these loans are extended at concessional rates 

of interest.

i i ) , Subsidies are also made available for opening branches of 

cooperatives so that they could extend their services in 

the Interior areas, 

iii) Loan.s and subsidies are a.lso given for the appointment of

technically trained and qualified managerial personnel. In 

certain cases, government also deputes their personnel to 

work as Managers or Secretaries of the societies. The 

cost:of these personnel is borne either by the Government 

or th^ society or shared by both, 

iv) In many countries, governments.have cheated specialised

institutions for providing financial assistance to all typee 

of cooperatives including marketing societies. These 

institutions are, however, run on commercial lines. For:, 

some of these institutions the resources afe entirely pro

vided by government through initial appropriation from 

government budget. I-n Philippines, the funds for ACCFA 

(now ACA) wore largely provided by government. Similar 

is the case v/ith Thailand, Again in India, the Central 

Bank of the country. Reserve Bank of India, provides finance 

to cooperatives for various purposes at concessional rates 

of interest. For certain purposes, the rate of interest- 

charged is below the Bank Rate,
s

v) With a view to assisting the cooperatives in increasing the 

borrowing power of the societies and- also to genera.te 

confidence among the commercial institutions in financing 

the cooperatives, in some countries, the governments have 

contributed to the share capital of the societies and have
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thus, become activG oartners, in the deirelopment of 

cooperativos. This oontrihution is given to cooperatives 

at all levels.

vi) In order to provide proper atmosphere and create suitable 

conditions for the effective workingof both credit and 

marketing cooperatives, operations of money-lenders and 

traders are beu;g regulated through legislation. In India 

for regulaising the trade in agricultural commodities special 

act entitled P'-gulated Market /icts have been , enacted and 

enforced,

vii) Financial assistanco for the purpo3e cf cafrrvng cn coopora- 

, tiv« educni.won and propaganda work is.given to cooperative 

federatio,ii. and cooperative imions. Governments also 

have pror’ ded avSsistancG in organising sp.ecial training 

.course for the personnel to work in marketing, cooperatives

It may be indicated that in recent years in many countries the 

quantum of finance, given to different purposes have increased sub- 

stantidJ-ly. Among the countries in, the Region, the financial assis

tance provided to Cooperative Marketing Soci j t i n  India appears 

to be 7ery significant. However, no comprehensive statistical 

data are available for making an estimate of the total :ainual value 

of Sbate assistance to cooperative marketing societies througtput the 

countries in the region nor is it easy In all cases to distinguish 

between grants and loans or to decide whether a lo,an at current rate 

of interest from a National Bank to cooperatives to cover the amount 

of crops shou)^ be counted as a State ^ normal and mutually

profitable business operation.

FOFMS OF STATE ilSSISTAMGE TO MAffiETIMG COOPERilTIYES

Marketing cooperatives are also given support and encourage- 

mBnt in other ways. Some of the v/ays ia waic h the suppo.rt is givrn
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to marketing cooperatives are indicated below:

i) Marketing cooperatives as also other credit and multipurpose 

cooperatives are given moral support by the government in recog

nising them as suitable agencies for undertaking various 

activities. In India, for example, during the Second World

VJar procurement and distribution of rationed, controlled and 

other necessary commodities was entrusted largely to coopera

tives. Cooperatives are also given the work of distribution 

of fertilizers, cement, iron and steel required by the farmers. 

The cooperatives are also utilised in the food procurement 

operations. In Gqylon, the entire food rationing scheme in the 

City of Ceylon is implemented through cooperatives.

ii) In Ceylon cooperatives are utilised for implementing the Guaran

teed Price Scheme for agricultural commodities. In the Republic 

of Korea, the Rice Lein pro,-gramme is m,ainly operated through 

cooperatives.

iii) Cooperatives are also given preferences in conducting import 

and export trade. In Coylon, for example, the Cooperative 

Wholesale Establishment, a State Corporation, which supplies 

consumers goods to Cooperative Societies acts as the sole 

importer of items in short supply.

Fiscal Frl'/ilit^’e

. 'Cooperatives are also allowed remission or concessions in 

certain taxes such as exemption from income tax, stamp duty and 

registration foe. In certain cases, cooperatives are algo. exempted 

upto a point from other taxes and customs duty. The tax concessions 

given to cooperatives have been of great value in the past and still 

have a value in developing countries where cooperatives are individually 

sm.all and lack resources. The previliges given to cooperatives in 

the execution of awards through government agencies, exemption of 

shares or interest of members from attachment may also be mentioned.
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Appointment of CommitteRS of Snaulry

Another way by which governments have assisted the marketing 

cooperatives as ilso the cooperative moveraent in general is through 

appointment of Committees of Enquiry from time to time vdth'a view 

to suggesting measures for strengthening the Cooperative marketing 

structure. In recent years, governments ha\e also been providing 

financial assistance to professionol,organisations and Universities 

for undertaking research in pertinent fields , of cooperation i I n  some 

count,ries and paiM:icJularly in India, a few of the States have cells 

for undertaking research in different fields of the, economy including 

cooperation.

PROGaESS OF MARKETING G00PER.1TIVES

It may be pointed out that with the excoption„of Japan and 

specified sectors of a few other countries, the progress of marketing 

cooperative movement has not been very significant. In.certain 

countries, cooperatives handling commercial crops like cotton, sug*\3> 

cane etc. ho.ve shown considerable progress. Similarly, in areas or 

regions where the size of cultivation holdings ox,the farmers are 

generally large and the food crops are grown on a commercial scale, 

the marketing cooperatives are faring well. For example, rice in 

India. In regions where the subsistence farmerr. abound and diversified 

crops are withered the progres? of the marketing cooperatives has oeen 

rather poor.

PROBLEMS OF MARKETING COOPERATIVES

Various factors have contributed to the poor progress- of 

cooperative marketing movement in these couintries. Among others, 

lick of adequate financial resources ’■/ith the movement .and inadeqa3.te 

understandir^ of the problems of agriculturists and their financial 

and other needs, lack of interest and active participation by the 

metebers in the activities of the societies and o.bscncQ of loyalty 

among the members, lack of availability of able management personnel
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and the entry of money-lenders and traders in the society, wide 

spread illiteracy and general lack of understanding and appreciation 

by the rural masses of the ability,of cooperativo technique as a means 

of increasing their economic and social welfare have combined, in 

varying 'proportion to work against the progress of the marketing 

societies. Absence of. other■external factors which can create a 

congenial atmoaplier* for the smooth ,working of the societies may 

also be emphasised in this connection,

PIPBL^ OF FIN;.?ICIiIL -flESOURGES

The marketing cooperatives as also the entire cooperative 

movement, do not have the needed financial resources to undertake 

their functions. This limits their ability to provide credit to 

farmers when the produce is brought to the society or to extend 

credit to raa.rket functionaries. Many of the societies have scarce.' 

or no facilities to undert-̂ ke processing of agricultural produce.

This is particularly $o with regard to producers with a small surplus 

of produce.' The small producers would like to sell it outright rather 

than entrust it to marketing society for sale on an agency basis.

The practices and methods of m.arketing cooperatives are often 

out of tune with' general prevalent trade conditions so that they are 

not in a position to offer sufficient inducement to producers to 

bring their produce to them in just the same way as private traders 

do; much less can t h ^  compete with.the traders. The merchants have 

their agents operating in the villages vjho either arrange for the 

transport of produce to the Mandi or even purchase the produce in the 

villages. In many of the villages there â ’e a number of petty 

traders having considerable hold over the agriculturists. They 

collect all the marketable surplus from the cultivators and transport 

it to the higher agencies or the ’•/holGsales in the marketing centres. 

Besides, some of, the money lenders combine money lending and trading 

activities and advance loans on the conditions that the produce would 

•be sold to or through them. Besides, when they sell their goods to



the traders, at their doors they get immediate payment. This arrange

ment is also inconvenient to the cultivators since it would relieve 

them of the trouble of making transport arrangement and other 

inconvenionces..

Just as there are limitations to the success of a cooperative 

credit society can achieve, so also th^success of marketing 

cooperatives divorced from the supply of credit have considerable 

limitations. It is needless to mention that if the cultivators are 

to bring their produce to the marketing society, they should be given 

adequate finance in the form of credit for production and other 

essential requirements, In this .sphere, however, the record of 

the credit cooperatives has been rather poor and unsatisfactory.

The inadequate financing of the peasants by the credit cooperatives 

has contributed to a great extent for the poor progress of the marketing 

cooperatives. .It may be recalled that till recently, in m'toy 

countries, ownership of land was the criterion for advancing loans.

Even in this system, by and large sm.all fanners were by passed and 

where finance was provided, it formed a small part of their needs 

as the loan was related to the value of security given to the society 

and not to the profitability of investment. Obviously, in such an 

arrangement, a number of tenants and also small farmers v/ere not- 

eligible for cooperative loans. In recent years some attempts are 

being made to supply credit on the basis of production requirements 

and repaying ability. The progress achieved, however, is far from 

satisfactory. It is reported that in many countries cooperatives 

provide loans in a mechanical way and that they do not adequately ' 

consider individunj. needs for production purposes. Consequently, 

ciO-tivators are driven to money-lenders and or traders for securing 

the needed finrincial assistmice. This leads to divided loyalty among 

the members and in all probability the interest of the cooperatives 

are likely to suffer. There is, therefore, a need for cooperatives 

to reform the loan policies and procedures so that the production 

credit needs of the cultivators are met adequately.

There is yet cuiother factor which has contributed significantly
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to the breaking of loyalty among the members towards the society.

Bosidas production fin,ance, cultivators need finance, for their 

maintenance expenses during slack season and .to, meet other demands, 

Hov;ever, the cooperatives provide mainly for production purposes 

and finance for rnainteance if at all given, is on an extremely res

tricted scale. As a result, members are forced to approach money

lenders and traders for meeting their maintenance and unavoidable 

domestic expenses. This creates disloyalty among them towards the 

society as they would be particular in the punctual repayment of 

money-lenders' and traders' dues for fear of their refusal to entertain 

them at all odd times and for all"odd purposes. Thus, the interests 

of both credit and marketing societies suffer. It is, therefore, 

not surprising if the members evince no interest in the working of the 

societies. Where the members loyalty cannot be assured, it is diffi

cult for the cooperatives to discharge their functions properly or to 

extend their range of activities in other fields, the need for 

providing Qonsumption finance arises because of the fact, that in- ' 

the case of large .majority of̂  cultivators in these countries, agri

cultural enterprise is a deficit one. In the light of the- inadequacy 

of the resources at the disposal of the society, the deficit nature' 

of the agricultiu*al economy of the cultivators and the difficijlties 

involved in ascertaining precisely the nature and extent of the 

subsistence needs of the farmers, the problem of subsistence fin.ance 

to cultivators needs to'be carefully examined.

PR0H.B4 OF MANAGMENT

Lack of availability of able personnel with honesty, character 

and ability to .manage the societies is .also a factor contri'buting 

to the poor pro.grass of the cooperative marketing societies. Many 

societies have come to grief because of the inability of the societies 

to pay adequg.te remuneration and attract able men-to manage the societies 

People with business knowledge.,, acquemen and leadership prefer to 

work in enterprises where they see better prospect for their future.

The cooperative enterprise has, to them not proved to be a venture
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thsit can secure their personal future, development. The insta

bility and failures of cooperatives coupled with very low • 

compensation drive them away to other kinds of work. Thus, what 

is often left in the community to accept cooperative employment 

are the mediocre and those who make cooperative management a part- 

time job.^ In neither of these cases, cooperatives can have that 

high calibre management ability and devotion which cooperatives, 

■especially in their formative stages require. Because of the 

,poor management, the marketing, societies have not been able to 

provide the reasonable marketing services to enable the grower 

to obtain a fair price for his produce.

Because of the general illiteracy of the people and many 

other factors it is rather difficult to secure the personnel, 

within the village community. In many cases, a vast majority of 

agricultural community are still excluded not by ability ,

.but by their poor education, poverty, indebtedness and low economic 

and social status from any position in society which involve 

responsibility supervision and leadership. Moneyolenders, traders 

and landlords, through long association with the ruling class 

haVe acquired administrative skill and ability. They are the 

educated elite and therefore the most effective and active group 

in these communiijies. Besides, because of their economic strength 

and social status they provide leadership to the rural community 

and thus wield considerable influence over the peasants. They 

pervade all social, economic and political institutions and 

have a determining Influence on the policies and programmes of 

these institutions. In many countries, apart from providing 

open competition to the coooperatives, in the guise of cultivators, 

money-lenders and traders have crept into coooperatives and with' 

their array of mal-practices and questionable activities, have 

atteinpted to dismantle the fabric; of societies. They manage to
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to get elected to the Board of Management and inano^ere the 

policies of the societies in a manner to suit their own 

Studies on the working of, the co-.operativea carried out 

particularly in India, PaJcistan and Philippines, have revealed 

that the co-operative loans have largely been appropriated 

by these groups at the cost of sraaH farmers,who are most in 

need of 'such loans.: Even the loans t ^e n  by these agencies 

have not been promptly repaid to the societies.

Such instances abound in India also. In many cases, even the 

resources of the societies are misappropriated or utilised by these 

vested interests-in financing their own business. However, some 

of these persons, inspite of their questionable practices, manage 

to retain their position in the societies through sheer strength 

of finanfcikl and other assistance by way of which t h ^  bestow 

innumeraible petty favours on-the farmers. Thus, lack of proper 

personnel'to manage the societies and entry of money-lenders and 

traders hag contributed greatly to the ineffectiveness of the 

cooperatives. The big 'mestion is how to prevent such persons 

from entering into the management committees of the societies.

As experience has shown, most.of them.become members on the 

pretext of being cultivators., and majiagp̂  to get. elected to the 

Board of Management of the societies. Unless the law itself 

defines a'trader' and a '■ money-lender? or makes provision to 

empower tHe Co-operative Department and/or the Society to exclude 

a particular person if it is convinced that a particular person 

is a money-lender or a trader, it is not possible to prevent the 

domination of these vested interests. As a long-term measure, 

the solution of these i3.1s lies in educating the famer members 

in their rights and duties and in creating co-operative leadership 

among this under-privileged community.
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PH).aM  OF EDfgATION

Because of wide spread illiteracy; there is ,a general lack 

of understanding and appreciation by the rural masses of the 

potentialities of the cooperative technique as a means of 

increasing their economic and social welfare,. The need for 

providing cooperative ed»eation to rural people, in the principles 

and practices of cooperation and in making them understand their 

rights md  duties as also their privilages and obligations in 

a cooperative endeavour can hardly be emphasised. Cooperation 

is a democracy in action and like democratic government, 

the success of a cooperative society largely depends*upon its 

ability to secure enlightened members. The poor progress of the 

movement in these countries may also be attributed to the fact that 

educational aspects of the movement is not given the importance 

■it deserves. In many countries, in their Impatience to achieving 

rapid progress and improvitig the conditions of the rural people 

through cooperative approach in different economic and social 

fields, oooperatives were organised without preparing the 

foundation through proper cooperative education of memberfi- 

Cooperative education will enable in changing the al^titude of 

members. Since this ahang:e grows from ins id a, it will endure 

This education should not, however, be in the fonp of mere 

lectures and reading material but this education ishould be by 

example, a kind of education that will strengthen the- membership 

base and management staff,

COOPERATIVE MARKETING AND THE
in fr/l- structure of  the EOONOMY

The extent to which the marketing cooperatives can play 

their role in assisting the cultivators in securing better price 

for their produce also depends upon the improvanent of certsiin
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external conditions. These relate to aspects such as implemen

tation of land-Mform measures, extension of Irrigation facilities, 

establishment and effective working of regulated markets,development 

of transport and communication facilities, effective regulation of 

money-lending activities hy privabe money-lenders, provision of 

general education to people etc., though attempt? have been made 

to bring about improvement in these directions since long, 

progress is visible to some extent only in recent years. The 

structural maladies in the economy need to be remedied so that 

facilities are created for the smooth and effective working of the 

marketing cooperatives.
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OEJECTIVES OF NATIO.^iX/REGIONiiL FSDERiJIONS 
OF MARKETING C0-0PER.1TIVES^

A Federation can be the beginning to an integrated system 

of marketing co-operatives or it can be the final step in the 

completion of such a system. In this introduction to a discussion 

of the objectives of national/regional federations of marketing 

co-operatives, it might be well to begin with the latter case, and 

end with the former. My experience is primarily concerned with the 

federation as a climax to the system. You, however, might be more 

interested with the federation as the origin to integrated marke

ting co-operative's, and this, then is what will concentrate our 

study on.

A. Federation and centralization.

The birth of agricultural marketing cooperation, long ago, 

was locally spontaneous, and organized to meet local needs.

In communities where needs were similar, growth was simultaneous. 

These needs were usually specialized, i.e . credit, insurance, pro

cessing, slaughtering etc., and thus from their beginning, local 

co-bperatives were specialized.

In some cases the first local co-operatives established 

trade and processing where previously these functions were non

existent, In other cases, co-operatives were established-- to 

compote with private enterprises, raid incrcjase competition in a sys

tem «.n which capitalism was the''foremost dynamic power. Under these 

circimstances it was natural for the government to remain neutral - 

in a liberal interpretation of the word - to the co-operatives, while 

at the same time the co-operatives claimed freedom from governmental 

intervention as a pre-reqUisite for their individual and unintegrated 

expansion.



The local achievements in many places were inspiring 

and became recognized as a means of help, tc the small, commercially 

unskilled, and I might., even say consequently, poor farmers, to 

improve thoir living condition?. This became a stimulus to promote 

agricultural co-operation either on social grounds by appropriate 

government administration, cr for humanitarian and idealistic 

reasons' by privately organized councils or committees. Such councils 

and committees, however, could not be considered as as federations 

in the type of-cooperative gyv'vtem now under consideration. Even 

after federations have been established, councils sometimes continue 

their work as collateral bodies supplementing the more, commercialized 

promotional work that the federations are engaged in. For instance 

councils and comraittees could extend their activities to producer - 

and consumer co-operation alike, even v/hen these sectors have become 

separata movements, whereas the interest of a comaiercial f'Dderation 

naturally must be limited to the branch of co-operation that it 

federates.

The second stagoj of co-operativc. development, when local 

co-operatives have been established, is the horizontal integration 

into larger and more ufficiant local units, x<;hich can afford better 

trained and more specialized personnel. Simultaneously, or with 

some tiiiie lag, horizontal integration will spur a vertical integra

tion into unions. The unions enable better co-operation between 

local co-operatives in fulfillir^ common goals on a regional basis, 

and in handling specialized activities efficiently, of^which the 

fixed;costs are too hcnvy for local cp-operativ3S to bear indivi

dually. This kind of vortical integration into unions will be 

especially beneficial when the result is a rationalization of' ths 

collection and distribution system within the area and when extended 

to co-operative production and processing. Eventually, this integ

ration might lead to a complete amalgamation of the respective local 

co-operatives into one single organization for the whole area 

in Question.



Tho third stage of co-operativo devolopment will 

consist of an integration of co-operatives vath the same business 

endeavors into a national or large region federation. This uni

fication of primary societies directly or via their unions, will 

result in a federation of dairies, slaughterhouees, different 

kinds of packing st;^tions, etc. Just as tho unions hrive taken 

over functions from the primary societies, the federation will 

then take over such functions from the unions which can more effi

ciently be_ carried out on a national basis. It would lead to more 

spocializ'ed, and therefore by necessity, more centralized types of 

production and processing. These could be made activities of the 

fed.eration to be decided upon according to the general rales followed 

with respect to the influence of the unions over the federation, 

or they could be activities of subsidiaries to the federation. In 

this case, the- same decision makin'T would be applied but in an in

direct way. Yet as anoth-̂ r alternative, the respective production 

or processing companies could be directly affiliated with the unions 

or to a regional group of unions, according to capital contributions 

or other standards agreed upon from case to case. This would then 

be a co-operation of the unions outside the federation.

The most important of tho federation's other tasks is 

importation and exportation to complement the domestic market regu

lation. In this activity all unions and other traders in the same 

br.'mch, no doubt, have .an interest although it not always is the 

same. The concern of the unions is for the federation to co-ordinate 

interests to strengthen their co-operative bargaining power in 

relation to competing bargaining powers that are operating in the 

market and which at the same time will be trying to improve their 

strength ,and strategy.

Tho development, due to its nature, is monopolistic, and 

this is unavoidable. For a long time the free competition of an 

economically developed society has been gradual] y substituted with 

collective bargaining. This does not mean that free competition



no longar oxiats. On the contrary, mny of tho characteristics 

of free competition are still recognizable today, especially among 

small enterprises of which farmers constitutes the largest "roup.

But It no longer is a comparably v?fficiont form of competition.

Once this has been acknowledged, there is no possibility, to impede 

its progress on a local or ijnion level, unless all the possibilities 

’of collective bargaining have been exhausted.

To clarify tho situation, we might speak about two different 

types of marketing efficiency. One is competitive efficiency, 

resulting from one enterprise giving a better price than the other. 

This is usually taken as proof of a corresponding difference in 

costs - which it not always is. Competitive efficiency, has no 

bearing upon the price level as, such. A trader can always earn 

a decent living, of his middleman's margin, whether it is on a high 

or on a low price level.

The second typo of marketing efficiency, we might call 

co-operative efficiency. In its measurement we not only include 

simultaneous price diifer^jnces, but also the price level, i .e.  a 

moasuroment of the eventual influence of the respective co-operation 

on the price level, and if on an average it has been to the advantage 

or disadvantage of those co-operating. The difficulty with co

operative efficiency, of course, is that an existing price level 

cannot be measured in relation to a non-existing one. In other 

words, there cannot, be tyo levels available for comparison at the 

same time. But this does not make co-operative efficiency less 

important. Generally the responsibility for practicing it rests more 

with the union than with the local co-operative, and more with the 

federation thanf with the union.

Examining further tk.i monopolism touched upon above, we 

find that it cannot be very definite when its outcome depends on 

governm.entally controlled foreign trade. Today, external trade 

in agricultural products is usually controlled by the government.



A co-operative monopoly, fijrthermorj, cannot be vory effective 

as long as the respective agricultural production cannot be 

appropriately controlled. To check agricultural production, 

especially its reduction has proved to bo very difficult or impos

sible for governments, even with the many extraordinary tools 

they have at their dispose.].. This leads us to the conclusion that 

monopolism and co-operative officioncy are m.ore similar in theory, 

than in practice.

In practice, cooperative o;.’f:i.ciency as guided by a federation 

must focus on promoting ordei’ly domestic trade and, furthermor.;., in 

co-operation with the government, on adjusting foreign trade so that 

domestic endeavors are not hampered. The main concern is domestic 

trade, hut as foreign trade is a matter of obvious governmental 

intervention, this always attracts the most public attention. Order

ly domestic marketing, on the other hand, tries to avoid wide sea

sonal variations to store and distribute evenly over seasons and 

areas, and to produce and process in order to meet and.further develop 

consumers' demands. This is just what we all like to see materialize. 

What wo go on quarrelling ■•■bout, is how fast it can be realized, to 

what extent, ,and who should gain how much in the short and long run. 

Go-oporation is a pooling of resources and a pooling of costs. Its 

efficiency depends on leadership, on the number, knov;ledge, and 

solidarity of members, on the profits and possibilities for member 

satisfaction and self-financing of further development, and last 

but not least, on good public relations, All this certainly pro

vides the federations with a wide field of action.

The fourth stage of co-operative development will consist 

on an integration of branch federations into an over all co

operative federation, .^ain the ob.j ectives and functions of the 

institution from a commercial point of vie-w must be analyzed with 

respect to its co-operative efficiency. Some kinds of production



and processing night, for instance, be of interest for many 

br?jaches and beneficial to thoi farmers generally. They might 

further nocessitato investments and capital contributions that 

can only be afforded by all the agricultural, co-operators jointly 

if the advantages of large-scale operations shall be appropriately 

utilized. For the administration and the decision making there are, 

in principle, the same possibilities and alternativ'es as with the 

integration of unions into a branch federation.

When the co-opjrative integration is merging towards on 

over all federation or oven lon̂ ? before that, the relationship 

to other farm organizations, if there are any, must be clarified, 

.agricultural co-operatives and farmers' unions are regarded to be 

the primary movements among the farmers. So let us concentrate 

on their,relationship. . ,

To begin with, we observe that ono of the two m.ovements 

is incorporated and the other unlncorpornted.. One of the move

ments in an aggregation of the. farmers ' business interests, â id the 

other is a more free and spontanious aggregation of the farmers' 

general interests. 'However, one might claim that in an econo

mically developed society all kinds of professional interests are 

indentified by theii' economic reperoussions and that the target 

for all professional improvements is economic betterment. *i.s a 

consequence, agricultural co-operation must either be one, and 

probably the best, of the tools that the farmers' unions can dis

pose of, or the unions must simply represent one of the functions 

of the overall federation, I . e .  the coramunicetion with the members.

No doubt a coordination of opinion is necessary in the re- 

lationship between the farmers' organizations, on one hard, and 

the government hacked up by public opinion, on the other hand.

This is most important in negotiating agricultural price and income 

policy, but is very necessary in many other .instances also.



To guaranty coordination an amalgamation of the t w  movements 

into ono is oftan advocatod, where it is not alroady a rac.ttor of 

fact. It ccrtainly broriens the ob.j .sctivos of the federation or 

the iinion, or whatever name wo ffivo to the overall organization.

In my opinion such a solution to the problem is partly a 

failure. Go-oper'tion is more than just being business associates. 

Moreover, the field of activity is so vast, that a far reaching 

division of labour always rnuat be necesaary. The interests of the 

farmers in thoir orf'anizations, finally, are so diversified that 

compromizos in many dir,3ctions must be the normal scope for all 

practical solutions. Under these circumstances a very simple 

orgnnisational structure could easily promote the welfare of those 

concerned at the (expense bf democr'icy. In the lonf; run, the result 

would be to reduce what we have idvintified as co-opGritive efficiency. 

•Therefore, it seems desirable to place limitations on the ob.jectives 

of ,an overall federation of agricultural co-operatives. Naturally, ■ 

the limitations should concentrate on efficient busineswi transac

tions and orderly markcjting.

B. The role of a central federation in promoting agri

cultural co-operation.

A country that intends to build up a co-operative marketing 

system in a relatively short time, may have a different situation from 

the one we just discussed. i-Iaturally, it is difficult to discuss 

the objectives of the respective federation before the situation 

has been set forth more precisely. The consensus of opinion may 

simply be that "something has to be done". However, let us suggest 

that there is governmental planning for development, and that this 

includes an expansion of food production and distribution. Increased 

a^^ricultural production is found necessary both to raise food consump

tion on the farme and to make possible industrialization in rural 

areas that would otherwise require more imported food. So a
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domosticall^ integrated and coordin'itcd .systom oi trado is also 

found nGoe^sary. Preforably, this should aim at transferring tha 

larger pa-'t of the middlemen's profits to the fai’mer's pocket, 

and thus -stimulating them to incre-'Se their commorcial production 

without increasing the price to the urban consumers. Let us suggest 

that this broad interprGt^tion of the situatipn is the base- for a 

co-operative policy as a p .̂rt of, the overall economic plan. Of 

course, all the respective trade need not to be cc-operative.

According to the planners, however, co-operation should be given 

a fair chance to play its role in the economic development. It is 

with this backi^round that we now m i l  discuss what objectives 

should be set for a federation, in order to make it the nucleus 

of co-oporative contributions.

Go-operation is not an i ivontion of the middle 19th 

century. Long before the co-operativG movement became popular, it 

existed between noi^-hbours and tribesmen in villager. ;ill over 

the world. In all co-operatively "underdeveloped" coimtries 

there also is a co-operative past and present. Therefore, the 

first objective of the federation under discussion might be to 

start with thu existing tradition, by analysing past successes 

and failures, and from this basis s^t up a program for the further 

development of the primary societies and. for their integration.

Such a program cannot bo copied from somewhere else. It must regard 

existing national, cultural, sociological and demographic conditions 

and conceptions and it must be based on local knowledge.

In a program for development should be included many educa

tion and training activities. This is characteristic of co-operation 

and a legacy from-the pioneers at Rochdale. Also, it is an insurance 

premium.to safeguard democracy, and a road towards economic efficiency, 

An import,ant task of the federation is to promote and guide co

operative education fjnd training. As for basic eiiucation, Including
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ability to write and read, this and much more will gradually be 

met by the government's education plans. In the meantime, however, 

it will be difficult to separate the responsibility of co-operative 

pioneers from that of public authorities. Consequently, the only 

practical solution Is for the federation to establish good working 

conditions with the government, without, of course, giving up its 

integrity, Goordination of action will also be necessary in many 

other respects, and the coordination now discussed could be regarded 

a starting point.

Besides basic education, co-operative ideology must be 

included in the federations deve3.opment program. Go-operative 

ideology could 'Jlso be the beginning of the program. In building 

a modem economy th^re is an urgent need for the individuals to 

become aware that working together is necessary for success. This 

^s  what co-operative ideology spells out. However, it must not 

stop at that. Practical training in many management, and marketing 

routines is also necessary, and without them the preached ideology 

might eventually turn out tc be lies. It seems probable that once 

efficient co-oporatives have been established their interest would 

be more centered on business efficiency, leaving less room for an 

interest in co-op&rrtive ideology. This m.ust be foreseen in the 

federation's prognmme. The real test of any co-operative programme 

comes during what we could call the third stage of development.

This stage is the pooling between members and between different 

areas of local surpluses and scarcities. Also, the co-operative 

ideology must be developed so that it cnn satisfactorily explain the 

principles of cost and revenue sharing. In a dynamic economy these 

principles cannot be static. Justice is an eternal value, but its 

application is constantly extended to new situations and relation

ships. To see to it that co-operation will not only be established 

but will also survive as a principle, is the responsibility of the
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central fodoration, "and it cnlls for a great deal of work and 

foresight.

By this point tho question might be raised, if what has 

been discussed does not fall within the field of action of a 

farmers' union organisation, instead of being the duties of a fede

ration of co-operatives? Where th3 work Is extensivo ,^d compli

cated it can always be discussed if efficiency is best taken care 

of when it is done by an amalgamation or by a division of labour.

The work to be done in this case, is promotion of co-operation as 

a means for self-help, and proniotion of a dynamic agricultural 

policy. Certainly, the two are interrelated. If  amalgamation or 

coordination of the work results in the best type of structure 

for the farmers' organizations, deponds on vihat kind of co-operative 

movement we hnve in mind, i.e. if it is a specialized farmers'* 

movement or if it is an overall co-operative movement including 

producers and consumers alike. j*nd with these very brief remarks 

I would like to leave this interesting question, to be considered 

in the following discussion. Who should be charged with the res

ponsibility to initiate a co-operative law, if there is none, who 

should work out standard rules and regulations for the co-operative 

societies, x̂rho should represent the national organizations at home- 

and abroad and so on? The questions mi;jht not always be important 

from a practical point of view, and the solutions need not 

necessarily be systematic. However, a discussion of these problems 

will help in clarifying their nature, i .e.  if they are principal, 

organizational and/or personal.

One function, which no doubt belongs to the federation 

type of organization, is the commercial servicing of associated so

cieties. This can bo accomplished simply by arranging wholesale 

contracts with private firms, either orocessors,; manufacturers.
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importers or exporters. It can olso be done by organising a whole

sale agency, or by the federation being t\’ansformed into an agency 

of which the unions becoma ir.embors. It cpji also be done by carrying 

the integration further, as is the tendency in many co-operatively 

developed countries, and as has been described earlier in this paper.

*l.nother line of development is for the federation to 

stick to more general services such as education fjid training, audi

ting, printing, public relations, and representations. Finally, 

it can be consolidated into the objectives of an over all federation. 

To my mind there seems to be either a very short way to go or a 

very long way in co-operative development before such an overall 

federation can meet with expectations.
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ADMINISTRATIVE SE'? UP FOR POLICY MAKING AND CONTROLLING 

OPERATIONS AREAS OF RESPONSIBILITY AND LEADERSHIP; 
ROLE OF THE GENERAL MANA(SR.

The piirpose of this presentation is to discuss the nature 

of administrative sei-up for policy making and controlling 

operations in Cooperatives^ define the roles of the Board and 

the Manager for sustaining an effective and smooth business- 

relationshipj analyse the reasons for erosion in relationship,■ 

locate ai^as of disagreement and discuss ways and means to 

prevent rifts and frequent breakdowns.

INTRODUCTION.

Cooperatives are forms of business organisations with 

democratic ownership and control by members having common 

needs, serving themselves on a non-p;rofit basis and receiving 

benefits proportional to their participation. These principles 

aro reflected in the set-up and the constitution of the 

cooperatives. The cooperative law and the bylaws of the 

cooperative societies provide that ultimate authority relating 

to the administration of the affairs vests in the General Body 

of members exerciBiiig one-vote, irrespective of their share

holdings. Accordingly the administrative strucsture of a cooper^ 

ative institution is essentially to be so designed as to ensure 

that its members have strong influence in shaping its operational 

policies and in the-"management of its affairs.

In small societies, or at the initial stages of a 

coqperatiW organisation, introduction of a purely democratic 

administrative set-up,'with full control with the General Body 

is practical. Iii such cases, the membership being limited is 

in a position to meet frequently and manage the operations of 

itie societyH onorary  workers'might also be. available from 

amongst the members to look to the day-to-day woric. But with 

the expansion of members and extension of the activities of the



-2-

society, such aB arrangement cap no longer work. Firstly, itirill

not remain easy for the. Gener^ Boc^ to meet frequently. Secondly,

the personal touch among the members would be missing. Thirdly, 

the increased volme of work would need whole-time attention, 

and. technical jobs would require handling'by specialists. 

Consequently, need will aris6 for a'typfe of a^dminiBtTatiye' 

set-up in which^ while on the one hand, the members should 

Kave adequate i ^ & e n c e ,  oh the'other,' a machinery is ppovided 

for efficient handling of the cffairs of the society.

ADMIFISTMTIVE SET UP.

The Cooperatives being democratic institutions organised

and run on the basic principle of one member one vote^ the

ultimate authority has to vest in the General Body. How-so-ever

big a cooperative society may grow, the General Body of members

retains supreme control of the affairs and has the following

powers normally reserved for itself:-

i)App”oval of the annual plan and programmes prepared 

by th6 Board of Directors..

ii)The election,suspension and. removal.of the elected 

members of the Board of Directors.

iii)The fixing of maximum credit limits for raising loans 

and deposits from non-members.

iv)The consideration of the annual balance-sheet and profit 
and loss account.;

I'Jhile zealously guarding the democratic set up, any 

cooperative society has to havei business efficiency for its 

ultimate success. It hag to provide a set-up which is capable 

of meeting regillarly at short notice and taking (̂ -uick decisions.

To maet this objective a small decision-making body is constituted
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from amongst the members by themselves for carrying on the various 

functions and for formulating and implementing policies for 

promoting their economic interests specified in the bylaws. This 

body is called the Managing Committee or the Board of Directors.

The stewardship responsibilities of the Board of Directors 

as embodied in the bylaws of various types of cooperative societies 

are broadly enumerated below:-

a) To guide the institution to its objectives and to prepare 
blue prints and to lay down policies of business and 
generally to organise, direct, coordinate and control the 
affairs of the cooperative institution prudently and efficiently 
and in the best interest of the cooperative with due regard

to the security of the funds and interests of the members)

b) to decide the terms of the purchase and supply of agricul
tural production inputs and the marketing, grading and 

processing of, agricultural producej

c) to armnge for the storage of stocks;

d) to appoint, dismiss or remove the employees.

The responsibility of the Board of Directors for the discharge 

of the above functions has been recognized in the cooperative law 

which provides that members of the Board shall exercise the prudence 

and diligence of ordinary men, of bvisiness and shall be responsible 

for any loss sustained through acts contrary to the law, bylaws and 

stated objects of the institution. This amply underlines the importance 

of the position of, the Board of Directors in the administrative set-up 

of the cooperative institutions.

rU.TURE OF iiPMIHISTRATIVE STRUCTURE.. '

General Body; The general body of a society comprises of all its 

members. Individual members have to be present in person to exercise 

their rights of membership. In their case no proxies are allowed. In 

the case of cooperatives having mixed memberchip, the society members are
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represented through their duly adcredited nominees. When the area 

of operation of a cooperative society is quite wide spread it may 

not be possible for several reasons for all the members to participate' 

in the General Meeting, In such cases the area of operation cf the 

society is sub-diyided into zones, and the members frpm such zones 

are irvited to send a certain number of delegates* ; Such elected 

delegates then constitute a general .body.:

Board of directors: A Bodrd of Directors is elected by the

General Body. The^election of the Board of Directors is generally 

made keeping in view fair representation of the various interests 

in the institution. For example, in such societies where the 

membership is comprised of cooperative' societies as well as 

individuals, a certain number of percentage of the tctal number 

of directors is specified for representatives cf individual 

share-holders. Again in case of large societies having a wide 

area of operation such, as,Apex Marketing Societies, the area o;" 

operation is sub-divided into managable zones for the purposes of 

representation of members on the Board of Directors. Such zones may be 

C0“terminu3 wi'^h revenue division, or district as may he convenient.

Board Committees; The Tiylaws piovide that the Board of Directors 

may constitute a standing executive committee of a limited: 

number of members and delegate such of its powers and duties as 

may be considered necessary. In fact there may be a number of 

fact-finding subcommittees or Board Committees xrith’ limited area 

of responsibility to deal with specific problems or agsignraeritfc 

and coTie to a well considered decision for advising the Board.

The decisions of the Boaird committees are referred to the full 

board whereaii th^ executive committee actions are subject to 

review and ratification of the Board. This position, however, 

may vary from society to society and the powers and duties of a
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particular Board committee arc- actually derived from the specific 

resolution of th.G Board creating such co'nmittees. It is considered 

that the board committees are conducive to arriving at a more fair, 

much quicker and rational decisions after studying all facets of 

the problems and getting ready all necessary data for final decision# 

EMPLQIED MANA(S:i>lENT; In a small cooperative institution, the 

supervision and planning of activities can be conveniently handled hy 

one or more elected reDrescntatives on the Board of Directors. As 

soon as an institution gets in stride and expands both its membership 

and volume of work, the directors may not have the time for supervision 

and follow-up. The nature of the work very often involves technical and 

complicated matters which are beyond the scope of an average director. 

It becomes necessary to employ specialised staff to take charge of 

various tasks in order to ensure fvill-time attention. A number of 

officers areneeded to look'after the work of purchase,storage, grading, 

marketing, and processing. The maintenance of accounts also needs
%

separate staff. At this stage of development, necessity is felt for 

appointing a full time General Manager whose main task will be to 

coordinate the various activities of the institution, to direct its 

day-to-day operations and to project its further development-. The 

selection of the General Manager or other top key personnel rests 

with the Board of Directors. The Directors are londer an obligation 

to the ordinary cooperative member to ensure competent managerial 

staff with certain recognized standards and proved ability.

The administrative set up as it emerges from above discussion
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is illustrated as under:-

General Body comprising 

of the members or elected 
re pre s ent at ive s

Elects

Board of Directors

s
Appoints Elects Nt'' Elects,L

General | Executive Committee 

! Manager and Board committees

Staff selection 
Committee

is a member of staff selection 

committee
Appoints

^ ..
Finance,

f I
{Marketing Office "

Accoxints

&
Bud,goting

V/ Management

j Supplies 1

SELEQTION OF DIRECTORS ON THE BOARD -THEIR QUALIFICATIONS;

The cooperatives are expanding their activities, 

widening their horizons and there is both horizontal and 

vertical development. The job of a director, if he has to 

participate effectively, is at once complex, ^he selection 

of best qualified and most competent persons to serve on the 

Board is, therefore, a matter of crucial importance. The 

directors should have background experience related to the 

objectives and functions of their cooperative. They should be 

loyal and have tcam-spirit to vork in a group, They^nhould be 

able to assess the progress of the enterprise and evaliJate 

the performance of the management in a most objective and 

detached manner.
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The dl-rectors who have to 'olay a leading role are 

elected by General Body. It is,, therefore, essential that 

me'rohers should be educated in re'gard to their rights and duties 

and basic principles of cooperation so that they vote for the 

most, suitable person to serve on their Cooperative. In fact 

building of an effective educational progr;?.mme appears to be 

the corner-stone upon which further cooperative development 

can be projected. The tendency to tlect directors on the 

consideration of caste, religion or politics should be 

effectively curbed.

ROLE 0:f DIRECTORS; The Board's most important function is 

that of laying down broad current policies and formulating 

long terms projects. The policy matters should beftased on 

realistic grovuids and the targets should be capable of 

achievement. Once a decisibh has been taken on a policy matter 

its implementation should be left to the employed management.

The Board should not interfere in the execution of jobs, but 

only ensure’ that the decisions of the Board are translated in 

practice.

GENERAL MANAQER-HIP ROLE; .Owing tc its intermittent existence, 

the Board or the Executive Committee. cannot assume actual control 

and direction of the day to day affairs of an institution with 

expanded activities. The Beard can meet only afxer periodical 

intervals and its decisions c:in be taken ohly in the meeting.

As soon as the meeting is ovtr, the Board bocom.es nbn-existc^t. 

But in a business institution, problems arise daily and have 

to be settled without delay, otherwise the business sviffers.

Here arises the neej for a whole-time General !'iana.ger to 

supervise and control the activities of the institution and 

direct its day-to-day opera.tions. The General Manager who is a 

chief executive has not orJLy to coordinate activities among his



staff, but has also to show the skill and capacity to opera":e 

and manage businesv"?. He should have all the attributes which are 

essentially required to guide the organisation to the object set 

before it. Much will depend on the combination of his skilJj 

knowledge, attitudes and general behaviour for conducting the 

affairs. He has to be the prime mover and initiator in 

expanding the ;;orking, bringing in economy and presenting a. 

realistic pictuj:e of the affairs of the crgpnisation entrusted 

to him. A competent'Manager will invariably surround himself 

with persons of similar calibre and quality. He should be 

believer in the idealogy of the cooperative movenent and should 

possess a cooperative bias. In summar; ,̂ much depends on the 

proper selection of the General Manager of an institution as 

his business capabilities and administrative talent will alone 

determine the success of the institution.

RF.IATIONSHIP BEn?EEN BOARD AND Ghii^RAL M M CSR ;

In practical working of any business institution, 

new problems have to be tackled promptly. Many of them need 

handling with great technical and specialised skill. In order 

to avoid the impact of unfavourable abrupt fluct’oations, 

speedy decisions are also required. These matters cannot brook 

delay uijtil the Board s rneeting. In the circumstances, ,in the 

interest of efficient business. General IJanager should have 

adequate well defined powers to take decision on day-to-day 

problems. He should be completely incharge cf staff under aim.

He should, of course, kefep the Board posted about ,euch decisi'onij 

and present a report in the meetings. If the Board of Directgrs 

does not agree to a parl.icular decision, it will criticise the 

action of the Minager, who will be cautious in f:’ture and will 

not repeat the wrong decision. The .General Manager should not 

resent the criticism since he is the agent of the Board and 

subject Tio its control and direction.. The broad guide-line in 

maintaining satisfactory relationship is that the formulation

-8-
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of policy a'nd projects shoiild be’ the domain of the Board of 

Directors, whereas ex'eijTrtion of the policy should be delegated 

comoletely to tlia General'^fenager, .The demarcation should be 

respected. An occasional Ispse should not undermine the 

relations but should be helpful to avoid pitfalls.

The second vital factor conducive to maintenance of, 

smooth relations is  that the General Manager should ■ 

constantly keep in view that he has dual responsibility. One 

is that he has to be as efficient in the business operation? 

of the coopexative as any other-type -of business and the 

other is that he must strive to retain the Gooperative character 

of the organisation. Since the Board i s ,responsible to the 

General Body who repose confidence in it for officiant service 

consistent with cooperative practices, any other priority 

will not b6 appreciated by the Board. The directors appraise 

results of cooperative working by comparing them to other 

ftoncerns... The effioiency in cooperative sector should, 

therefore, be comparable,, if not superior. The General 

ffenager should be able to project the right imago of his 

Goop'^rative. His reports should reflect the various activities 

in a realistic manner. The public relation aspect should be 

given proper attention.

The General Manager should always be detached and 

impartial in all his dealings. He should be above board 

party affiliation. He is responsible to the Board and 

not to any individual director. One of his most important 

duties is that he should tiy to convince the board with
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statistics and data relotiiig to the working of the cooperative 

so that no one can get any opportunity to challenge the 

veracity of his statement. The directors do not live in 

isolation, but have innumerable contacts with the growers 

and the pr6ducers. They*are apt to believe irhat reports they 

received from some perspns, whether they are based on real 

facts or not. It is for the Manager to dispel these doubts, 

if  any, and convince in logical and subtle manner all those 

who have any ill-based doubts about the efficient working in 

the institution in his charge. •

The promotions to the management staff should be 

recommended by the Manager oa merit and Assessment of their 

performance for which a criteria should be fixed. Although 

the General Manager should observe strict discipline within 

the manageraent, yet he should be sympathetic and coxorteous.

CONCLUSION;

For the smooth and efficient working of a cooperative 

institution, the Manager should enjoy fvill confidence of the 

Board of Directors. .The Directors should not retain to 

themselves too detailed control of the business and should 

not involve themselves in minor matters after delegation 

of the powers. It may, however, be clearly uiderstj)od that 

inspite of the very clear demarcation of powers, the healthy 

relationship will always largely depend on the personalities 

of the manager and directors respectively, end the complete 

mutual understanding of the purpose and objectives of the 

institution.
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m a S h i n e r y  f o r  P R Q C U R E M K T

W i t h  a  v i e w  t o  p r o m o t e  m a r k e t i n g  o f  a g r i c u l t u r a l  p r o d u c e ,  f e d e r a t i o r ' =  

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

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

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

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

o f  t h e  c o n t r a c t .  I n  m a n y  c a s e ' s ,  t h e  a f f i l i a t e s  o f  t h e  f e d e r a t i o n  a r e  

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

t h e i r  i n t e r e s t s  a r e  a l s o  s a f e g u a r d e d  i n  t h e  c o n t r a c t .  S o m e t i m e s ,  h o w e v e r ,  

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

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

t o  w h i c h  t h e  p r i m a r y  c o n s t i t u e n t  u n i t s  b e c o m e  p a r t i e s .  O f  l a t e ,  m a n y  

S t a t e  G o v e r n m e n t s  h a v e  e m b a r k e d  u p o n  p r o g r a m m e s  o f  p r o c u r e m e n t  o f  

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

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

s e c t o r .  T h e r e  i s  a  d i f f e r e n c e  i n ' t h e  s y s t e m s  a d o p t e d  i n a s m u c h  a s ,  i n  

s o m e  S t a t e s ,  t h e  State G o v e r n m e n t s  a f e  d e a l i n g  d i r e c t l y  w i t h  t h e  a p e x  

m a r k e t i n g  o r g a n i s a t i o n s  r e p r e s e n t i n g  t h e  c o o p e r a t i v e  s y s t e m  w h i l |  i n  

. o t h e r s  t h e y  a r e  u s i n g  t h e  a g e n c y  o f  t h e  F o o d  C o r p o r a t i o n  o f  I n d i a  t o  

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

F o o d  C o r p o r a t i o n  o f  I n d i a  u s i n g  t h e  c o o p e r a t i v e  m a r k e t i n g  s o c i e t i e s  

a s .  a g e n t s  i n  s o m e  3t-iteS. It i s  c u s t o m a r y  f o r  f e d e r a t i o n s  o f  c o o p e r a t i v e  

m a r k e t i n g  s o c i e t i e ‘s  to e n t e r  i n t o  c o n t r a c t s  w i t h  f o r e i g n  b u y e r s  f o r



s u p p l y  o f  a g r i c u l t u r a l  p r o d u c e  l i k e  b a n a n a s , '  o r a n g e s ,  o n i o n s ,  e t c ,  a f t e r  

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

c o o p e r a t i v e  s o c i e t i e s .  T h u s ,  e v e n  w h e n  c o n t r a c t s  a r e  s i g n e d  b y  f e d e r a t i o n s ,  

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

f e d e r a t i o n s  t i i r o u g h  t h e i r  c o n s t i t u e n t  p r i m a r y  c o o p e r a t i v e  s o c i e t i e s ,  3 u c h  

f e d e r a t i o n s ;  b e , : i n g  r e p r e s e n t a t i v e  o r g a n i s a t i o n s  o f  p r i m a r i e s  a r c  c l o s e l y  

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

w h i c h  a r e  t h e i r  m e m b e r s ' a n d  t h e  g r e a t e r  t h e  c o n t a c t  o f  t h e  f e d e r a t i o n  

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

o f  t h e  f e d e r a t i o n ,  t h &  m o r e  r e a l i s t i c  i s  t h e  c o n t r a c t  e n t e r e d  i n t o  b y  

t h e  f e d e r a t i o n .

Procurement of supplies by the federation for fulfilling such 

contracts requires the unstinted loyalty of its affiliate-constituents.

' I ’ h e  f e d e r a t i o n  c a n  p r o c u r e  r e q u i r e d  c o m m o d i t i e s  b y  g i v i n g  t h e  p r i m a r y  

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

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

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

f e d e r a t i o n  a t  a  l a t e r  s t a g e  b e f o r e  t h e i r  d e l i v e r y  t o  t h e  b u y e r .  I n  

m a n j ;  a r e a s  w h e r e  m a r k e t i n g  c o o p e r a t i v e s  h a v e  n < ^ t  d e v e l o p e d  v e r y  m u c h ,  

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

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

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

t h e  p r e v a i l i n g  m a r k e t  r a t e s .  I n ' t h i s  - c a s e ,  t h e  r e s p o n s i b ^ i t y  o f  t h e  

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

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

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



t o  t h e  s i i a n d a r d , ?  l a i d  d o v n  1 .  t h e  c o n t r a c t ,  i n  w h i c h  c a s e ,  t h e  ■ ' a d c r a - i o n .

h a s  n o  a l t e r n a t i v e  'o'jt t o  r e ; ; e c t  t h e  g o o d s  l . ; r e a d y  p u r c h a s e d  b v  t h - .s

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

r e g a r d i n g  t h e  s t a n d a r d s  o f  g r a d i n g  o f  p r o d u r - e .  a d o p t e d  b v  t h e  p r i m a r i e s  

a n d  t h e  f e d e r a t i o n .  I x i  ^ 1 , ' ' .  s v > c h  o p e r a t i o n s /  t h e  f e d e r a t i o n ,  g e n - r a l l y  l a y . ^  

d o w n  t h e  s t a n d a i : ’ d s  a n d  s p e c i f i c a t i o n s  f o r  a c c e p t ' i n c e  o f  £ o r d s  w h i c h  

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

g o o d s ,  I n ,  t h e  p u r c h a s e  c f  a g r i c u l t u r a l  p r o d u c e  w ' l e r s  g r a d : ‘ r . g  i s  i n v o l '  s d  

a s  i n  t h e  c a s e  o f  f o o d g r a i n s ,  . t h e . d i f . f . l c u l t j  b e c , j ; j a e s  a l l  t h e  g r e a t e r .  In

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

c o n t e n t  o r  t h e  p e r c e n t a g e  o f  V i e v i l l e c '  g r a i r  i n ,  a  a n a ’' . ! . ,  s a m p l ?  b a k e n  

a t  r a n d o m .  I n  t h e  c a s e  o f  f r u i t  a l s o ,  t h i . p r o b l e m :  i g  d i ' f ' f i c u l t  i n a s i n u c h  

a s  s t a n d a r d s  c f  r i p e n i n g  a n d  . m a t u r i t y  v a r y  o ’ l b - j s o t ' i v e l y  t o  a  c o n s i d e r a b l e  

e x t e n t .

It. is, t h e r e  f o r ' " , ,  o f  t h e  u t m o s t  i , n p o r t a n c o  t h a t  f . ' - ' ^ o r a t : ,  w h i l ^ .  

e n t r u s t i n g  t h e  w o r k  p f  p r o c u r e . t e n t  s h o u l d  s :  T u l t , ^ , n e o u 3 l 7  l a y  d c w n  t h e  

s t a n d a r d s  o f  g r a d i n g  o f  p r o d u c e  a n d  d e s c r i b e  p r e o i f l e l y  •he f a i r  a v e r a g e  

q u a l i t y  o f  g o o d s  t o  b e  p u r c h a s e d  b y  t h e  c o n s t i t u e n t  ( . o o p e r a t i v e 3  a n d  

i n d i c a t e  s p e c i f i c a l l y  i n  p r e c i s e  t e r m s  t h e i r  n o r m s  o i  a c c e p t a n c e .  I n  

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

w o u l d  g r e a t l y  h e l p  i f ,  i n  t h e  i n i t i a l  s t a g e s >  c o n s t i t u e n t  c o o p e ' : a t r / r . ; , ?  

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

V a r i o u s  m e t h o d s  a d o p t e d  b y  t , h e  f e d e r a t i o n ,  I t  a l & o  i m p l i e s  o b l i g a t i o n s  

o n ' t h e  p a r t  o f  t h e  f e d e r a t i o n  t o  i s s u e  c . l s a r  i n s t r u c t i o : , . J  c n  t h e  b a s i . 3  

o f  s a m p l e s ' o f  f a i r  a v e r a g e  q u a l i t y  f o : ^ ,  - t h e  a c c e o i a n c ^  c v  r e j s c l ' i o n  o f  

c o m m o d i t i e s  p r o p o s e d  t o  b e  p u r c h a s e d ■ r h r r - v ! g h  c o r ^ i s t i t u e n t  c o o p e r a t i v e



s o c i e t i e s . ,  F o r  w a n t  o f  t h i s ,  i t  i s  l i k e l y  t h a t  t h e  c o n s t i t u e n t  

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

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

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

o v e r c o m e  t h i s  d i f f i c u l t y  i s  t h a t  o f  p o o l i n g  o f  a g r i c u l t u r a l '  p r o d u c e

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

h a n d e d  o v e r  t o  t h e  f e d e r a t i o n  a t  a  l a t e r  s t a g e .  I n  t h i s  c a s e ,  t h e  

f e d e r a t i o n  i s  f r e e  t o  a c c e p t  g o o d s  w h i c h  c o n f o r m  t o  i t s  s t A . r i d a r d s  

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

r e j e c t i o n  o f  g o o d s  b y  t h e  F e d e r a t i o n  i s  t o t a l l y  r e m o v e d .

P r o c u r e m e n t  i s  c o n s i d e r a b l y  f a c i l i t a t e d  w h e n  t h e  p r i m a r y  

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

c o n t r a c t  i s  d i s c u s s e d  w i t h  b u y e r s .  I t  i s  e a s i e r  f o r  t h e  f e d e r a t i o n  

t o  o b t a i n  g r e a t e r  s u p p o r t  f r o m  t h e  c o n s t i t u e n t  c o o p e r a t i v ^ - s  w h e n  t h e  

o b j e c t i v e  i s  t o  m a r k e t  t h e  p r o d u c e  o f  m e m b e r s  o f  t h e  a f f i l i a t e s  o f  t h e  

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

a f f i l i a t e s  m a y  n o t  b e  s a t i s f i e d  w i t h  t h e  p r i c e  p a i d  b j ^  t h e  f e d e r a t i o n  

f o r  t h e  m e m b p r s '  p r o d u c e .  P r o c u r e m e n t  o f  c o m m o d i t i e s  o f  a  g o o d  q u a l i t y  

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

p a i d  b y  t h e  f e d e r a t i o n  i s  l e s s  t h a n  t h e  o n e  t o  w h i c h  t h e y  a r e  e n t i t l e d .  

I n  a  c a s e  l i k e  t h i s ,  t h e  f e d e r a t i o n  f a i l s  t o  c a r r y  t h e  p r i m a r i e s  w i t h  

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

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

a n d  i t s  c o n s t i t u e n t s .  T h u s ,  t h e  p r i c e  p a . i d  f o r  t h e  c o m m o d i t i e s  

p r o c u r e d ,  a c t s  e i t h e r  a s  a n  i n c e n t i v e  o r  a '  d a n p e r  o n  t h e  e n t h u s i a s m  

o f  t h e  a f f i l i a t e s - ,  T h e  f e d e r a t i o n  c a n n o t  p r o c u r e  t h e  r e q u i r e d  s u p p l i e s  

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



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

i n s t a n c e s  o f  f e d e r a t i o n s  n o t  h a v i n g  b e e n  ® b l e  t o  p r o c u r e  t h e  r e q u i r e d  

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

p r i c e .  I t  i s  t h e r e f o r e  q u i t e  e s s e n t i a l  t o  e n s u r e  t h a t  t h e  p r i c e  p a i d  

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

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

F u n d s :  T h e  p r o c u r e m e n t  o f  c o m m o d i t i e s  o n  b e h a l f  o f  t h e  f e d e r ' i t i c n  a t  a  

p r i c e  i n d i c a t e d  b y  t h e  f e d e r a t i o n  i s  c o n s i d e r a b l y ' f a c i l i t a t e d  i f  t h e  

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

b e f o r e  t h e  o p e r a t i o n  o f  p r o c u r e m e n t  c o m m e n c e s .  I n  s o m e  c a s e s ,  t h e  

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

f u n d s  t i l l  t h e  g o o d s  a r e  p a s s e d  o n  t o  t h e  f e d e r a t i o n  a f t e r  

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

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

a r e  n o t  a b l e  t o  p r o c u r e  r e q u i r e d  q u c i n t i t i e s .  O n e  o f  t h e  p r a c t i c e s  

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

f e d e r a t i o n  a n d  d r a w  b i . l l s  o n  i t  w h i c h  a r e  h o n o u r e d  b y  t h e  f e d e r a t i o n .

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

i n i t i a l l y  i n v e s t  t h e i r  f u r i d s ^  i t  w o u l d  b e  n e c e s s a r y  f o r  t h e  f e d e r a t i o n  

t o  t a k e  t h e  i n t e r e s t  o n  t h e  i n v e s t m e n t  o f  t h e  p r i m a r y  s o c i e t i e s  i n t o  

c o n s i d e r a t i o n  w h L l e  d e c i d i n g  u p o n  t h e  c o m m i s s i o n  t o  b e  p a i d  t o  t h e  p r i m a r y  

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

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

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

a t t e n t i o n  t o  t h e i r  n o r m a l  b u s i n e s s  w i t h  t h e i r  o\m f u n d s  t h a n  t o  t h e  

p r o c u r e m e n t  f u n c t i o n s  t o  b e  p e r f o r m e d  o n  b e h a l f  o f  t h e  f e d e r a t i o n .  I t



v ; o u l d  t h e r e f o r e  b e  i n  t h e  i n t e r e s t  o f  t h e  f e d e r a t i o n  t o  a r r a n g e  f o r  

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

b e h a l f  i n  a  s u c c e s s f u l  a n d -  e f f e c t i v e  m a n n e r .

T h e  p r i m a r y  c o n s t i t u e n t  c o o p e r a t i v e  s o c i e t i e s  w h i c h  a c t  a s  

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

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

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

f e d e r a t i o n ,  K a c h  o f  t h e s e  f u n c t i o n s  i s  t e c h n i c a l  i n  t h e  s e n s e  i t s  

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

d e v e l o p e d  s k i l l s .  A  m a j o r  p r o c u r e m e n t  o p e r a t i o n ,  i n  o r d e r  t o  b e  

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

r e p r e s e n t a t i v e s  o f  p r i m a r i e s  i n  t h e  v a r i o u s  o p p r a t i o n s .  F o r  t h i s  p u r p o s e ,  

i t  w b u l d  b e  d e s i r a b l e  f o r  t h e  f e d e r a t i o n  t o  p r e p a r e  d e t a i l e d  n o r m s  o f  

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

s y s t e m s  i t  e x p e c t s  t h e  p r i m a r i e s  t o  f o l l o w ,  a s ,  f o r  w a n t  o f  t h e s e ,  a  

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

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

A t  t h e  l e v e l  o f  t h e  f e d e r a t i o n  a d e q u a t e l y  t r a i n e d  s e n i o r  p e r s o n s  s h o u l d  

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

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

t o  t h e  v a r i o u s  p r o b l e m s  t h r o w n  b y  t h e  p r i m a r i e s  i n  t h e  w o r k  o f  

p r o c u r e m e n t .  P r o d u c e  r e c e i v e d  b y  t h e  c o o p e r a t i v e s  w i l l  h a v e  t o  

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

= j : r a n g e d  f o r .  S t o r a g e  o f  a  n u m b e r  o f  c o m m o d i t i e s  p r e s e n t s  s p e c i a l  

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

p r e - s h i p m e n t  s t o r a g e  w i l l  h a v e  t o  b e  e n s u r e d  a n d - i n  s o m e  c a s e s  s t e p s  

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

o r a n g e s '  f o r  e x a m p l e ,  a r r a n g e m e n t s  f o r  p r e c o o l i n g  b e f o r e  t r a n s p o r t  a r e  

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

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

r e q u i r e m e n t s  o f  e a c h  c o m m o d i t y .  ■ S o m e  o f  t h e  p r o c u r e d  c o m m o d i t i e s  l i k e  

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

m e t h o d  o f  s t a c k i n g  i n  t h e  w a r e h o u s e s  h a s  t o  b e  a d o p t e d , -  S o a l s o  

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

p r o p e r  p r e s e r v a t i o n  b y  a l l  p o s s i b l e  m . e a n s .  I n  a l l  s u c h  c a s e s  i t  i c  o f  

t h e  u t m o s t  i m p o r t a n c e  t h a t  t h e  f e d e r a t i o n ' p r o v i d e s  f o r  a l l  t h e  

e q u i p m e n t  l i k e  g u n n y  b a g s ,  f u m i g a t i o n  a n d  a n t i - f u n g u s  m a t e r i a l  

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

o p e r a t i o n s .

A n  i m p o r t a n t  p r o b l e m  a s s o c i a t e d  w i t h  t h i s  i s  t h a t  o f - p a c k i n g .  

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

f r o m  f r u i t  t o  f r u i t .  B a n a n a s  w i l l  h a v e  t o  b e  r e m o v e d  f r o m  t h e  s t e m  

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

b o x e s  i n  l a r g e  n u m b e r s  a t  a  t i m e .  T e c h n i q u e s ' o f  p a c k i n g  a r e  

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

t e c h n i q u e s  w o u l d  b e ' t h e  r e s p o n s i b i l i t y  o f  t h e  f e d e r a t i o n *  T h e  f e d e r a t i o n  

w o u l d  h a v e  t o  a c q u a i n t  t h e  p r i m a r i e s  v ^ i t h  t h e  l a t e s t  d e v e l o p m e n t s  i n  

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

d e m o n s t r a t i o n s .  P a c k i n g  o f  c o m m o d i t i e s  w o u l d  n e c e s s i t a t e  a  g o o d  d e a l  

o f  p l a n n i n g .  I n  t h e  c a s e  o f  f r u i t  g a r d e n s ,  s p e c i a l  s h e d s  w i l l  h a v e



t o  b e  e r e c t e d  ^ n d  a r r a n g e E i e n t s  f o r  h a n d l i n g  o f  f r u i t  w o u l d  b e  n e c e s s a r y  

b y  p r o v i d i n g  m e c h a n i c a l  d e v i c e s  l i k e  c o n v e y o r  b e l t s ,  e t c .

T r a n s p o r t t  I n  c o m n o d i t i e s  w h i c h  ^ . r e  d u r a b l e ,  t h e  f e d e r a t i o n  w o u l d  b e  

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

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

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

o f  p r o d u c e .  H o w e v e T ,  i n  t h e  c a s e  o f  p e r i s h a b l e  c o m m o d i t i e s ,  q u i c k  

t r a n s p o r t  i s  t h e  e s s e n c e  o f  b u s i n e s s .  T h e  p r o b l e m  i s  a l l  t h e  m o r e  a c u t e  

i f  t h e  c o m m o d i t y  p r o c u r e d  i s  s u b . i e c t  t o  f a s t  d e t e r i o r a t i o n  a s  i n  t h e  

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

t r a n s p o r t  o f  f r u i t  d o  n o t  e x i s t  and t h e  o n l y  m o d e  o f  q u i c k  t r a n s p o r t  

a v a i l a b l e  i s  b y  r o a d  i n  m o t o r  t r u c k s .  S t a c k i n g  f r u i t  i n  m o t o r  t r u c k s  

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

e x p o r t .  S p e c i a l  c a r e  w i l l  h v e  t o  b e  t a k e n  t o  e n s u r e  t h a t  f r u i t  i s  n o t  

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

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

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

e x p e r i e n c e  o f  h a n d l i n g  f r u i t .  I n  s u c h  c a s e s ,  i t  i s  a l l  t h e  m o r e  

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

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

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

e x e r c i s e d  i n  t h i s  c ; ; 3 e  a s  t r a n s p o r t  o f  f r u i t  i n  r e f r i g e r a t e d  v e s s e l s  

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

s t a g e  o f  l o a d i n g .  I n  t h e  c a s e  o f  c o r a m o d i t i e s  w h i c h  a r e  n o t  p e r i s h a b l e  

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



c o m m o d i t i e s  b y  t h e  f e d e r a t i o n  b o t h  f o r  d o m e s t i c  a n d  f o r e i g n  m a r k e t s  

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

o f  p u r c h a s e ,  s t o r a g e ,  p r e s e r v a t i o n  a n d  t r a n s p o r t .

T h e  s u c c e s s  o f  a l l  t h e s e  o p e r a t i o n s  d e p e n d s  t o  a  l a r g e  e x t e n t  

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

t h e  f e d e r a t i o n .  I t  w o u l d  g r e a t l y  h e l p  i f  t h e  f e d e r a t i o n  k e e p s  i t s  o w n  

p e r s o n n e l  i n  t h e  i n i t i a l  s t a g e s '  f o r  s u p e r v i s i n g  t h e  v a r i o u s  o p e r s t i o n s  

i n  c o n s t i t u e n t  c o o p e r a t i v e s  w h i c h  a r e  i n e x p e r i e n c e d .  I n  t h e  c a s e  o f  

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

S p l i t t i n g  u p  o f  t h e  c o n t r a c t  a m o n g s t  a  n u m b c s r  o f  p r i m a r i e s .

T h e  m o s t  i m p o r t a n t  p r o b l e m  i s  t o  e n s u r e  t h e  l o y a l t y  o f  t i e  m e m b e r s  

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

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

w a y  o f  a n  o b l i g a t i o n  a l r e a d y  i n c u r r e d .

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

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

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

s o c i e t i e s  t o  t h e  f e d e r a l  o r g a n i s a t i o n .  T h e  o b j e c t , ^ i v e  o f  t h e  f e d e r a t i o n  

t o  p r o m o t e  c o o p e r a t j - v e  t r a d e  i n  v a r i o u s  c o m m o d i t i e s  a n d  t o  e n s u r e  a  

b e t t e r  p r i c e  t o  t h e  g r o w e r  b y  s e l l i n g  h i s  p r o d u c e  w o u l d  n o t  b e  s e r - ^ / e d  

u n l e s s  t h e  f e d e r a t i o n  r e c e i v e s  f o r  s a l e  g o o d s  6 f  t h o  b e s t  q u a l i t y  f r o m  

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

c o m m o d i t i e s  o f  g o o d  q u a l i t y ,  b o t h  f o r  i n t e r n a l  a n d  e x : t e r n a l  m a r k e t s /  

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

m a r k e t i n g  f e d e r a t i o n .  T h e  p r i m a r y  c o o p e r a t i v e  s o c i e t i e s  f i n d  i t
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d i f f i c u l t  t o  p r o c u r e  3 ; u c c e s s f u l l y  t h e  p r o d u c e  o f  t h e i r  m e r t i j e r s  

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

w o r k ^  S o m e . . o f  t h e m  a r c  l o c a t e d  i n  t h e  i n t e r i o r  w h e r e  f a c i l i t i e s  f o r  

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

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

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

a  b e t t e r  p r i c e  f o r  t h e i r  g o o d s  i f : t h e  c o n s t i t u e n t  c o o p e r a t i v e  

s o c i e t i e s  p o o l  a  s u b s t a n t i a l  b u l f c  o f  t h e i r  m e m b e r s '  p r o d u c e  f o r  s a l e  

t h r o u g h  t h e  f e d e r a t i o n .  The f e d e r a t i o n  c a n  s u c c e e d  i n  d e v e l o p i n g  n e w  

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

c o n s t i t u e n t s  w i t h  t h e i r  u n s t i n t e d  l o y a l t y  a n d  c o o p e r a t i q h .  I n  t i e  i n i t i a l  

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

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

P r i c e  a n d  P r o f i t - S h y i n g  :  P r o c u r e m e n t  o f  a g r i c u l t u r a l  p r o d u c e  o f  t h e  

r i g h t  q u a l i t y  i s  f a c i l i t a t e d  i f - ^ h e  p r e v a i l i n g  m a r k e t  p r i c e  i s  p a i d .  

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

f e d e r a t i o n  w h i c h  h a s . t o  l o c k  u p ,  i t s  f u n d s  i n  p u r c h a s e s .  M o r e v e r ,  t h e  

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

c o n s t i t u e n t s  i n  p r o p o r t : ^ o n  t o  t h e  p r o d u c e  p o o l e d  b y  t h e m .  T h e  t e n d e n c y  

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

p a y m e n t  o f  t h e  m a r k e t  p r i c e  f o r - t h e i r  p r o d u c e  a t  t h ^  t W  o f  s e l l i n g  

i t  ‘ t o . ,  t h g  f e d e r a t i o n  a n d  a l s o  e x p e c t  t h e  f e d e r a t i o n  t o  g i v e  t h e m  a  

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

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

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

t h f -  p r j m a r i e s  a n d  i n  t h e  e v e n t  o f  a  f a l l  i n  t h e  p r i c e s  o f  c o m m o d i t i e s  

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

w i t h  n o  r e s e r v e s  t o  f a l l  b a c k  u p o n .  T h e  l o g i c a l  c o r o l l a r y  o f  t h e  

p r i n c i p l e  o f  s h a r i n g  o f  p r o f i t s  o f  p r o c u r e m e n t  h a s  t o  b e  a c c o n 5 > a n i e d  

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

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

t h a n  t h e  o h o  p r e v a i l i n g  i n  t h e  m a r k e t .  M o r e o v e r ,  p r o c u r e m e n t  o f  

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

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

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

b o r n e  o n l y  b y  t h e  f e d e r a t i o n ,  A  p r o p e r  s y s t e m  t o  b e  f o l l o w e d  w o u l d  

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

t h e i i ’ p r o d u c e  a n d  p a s s  o n  t h e  s a m e  t o  t h e  f e d e r a t i o n  a t  t h e  h i g h e s t  

p o s s i b l e  p r i c e  a g a i n s t  c o n t r a c t  o r  i n  t h e  o p e n  m a r k e t .  I n  t h a t  c a s e ,  

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

w a y s  a " n < i  m e a n ^  t o  e n s u r e  t h a t  t h e  p r o d u c e  t h u s  p o o l e d  b y  m e m b e r s  i s  

s o l d  a t  t h e  t o a x i m m  p r i c e .  C r e a t i n g  a n d  f o s t e r i n g  a  s e n s e  o f  l o y a l t y  

o f  m e m b e r s  t o  t h e  f e d e r a t i o n  i s  t h u s  t h e  e s s e n c e  o f  t h e  p r o b l e m .  

D e v e l o > ' . m e n t  o f  t h i s  l o y a l t y  c o u l d  b e  f a c i l i t a t e d  b y  t h e  f e d e r a t i o n  

a c t i n g  i n  a  b u s i n e s s l i k e  m a n n e r  b y  a d v a n c i n g  u p t o  9 0 %  o f  t h e  v a l u e  o f  

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

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

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

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

f a c e  o f  t h i s  c o n q p e t i t i o n ,  t h e  f e d e r a t i o n  w o u l d  h a v e  t o *  e x e r c i s e  a  g r e a t e r  

C a r e  i n  w i n n i n g  t h e  l o y a l t y  o f  t h e  m e m b e r s  o f  p r i m a r i e s  b y  a d e q u a t e  

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

I t  w o u l d  n o t  b e  o u t  o f  p l a c e  t o  r e f e r  h e r e  t o  t h e  e x a n p l e  o f  b a n a n a  

g r o w e r s ' " c o o p e r a t i v e  s o c i e t i e s  o f  t h e  W e s t e r n  R e g i o n  o f  I n d i a .  T h e s e  

c o o p e r a t i v e  s o c i e t i e s  w h i c h  h a v e  b e e n  w o r k i n g  f o r  t h e  l a s t  t w e n t y - f i v e  

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

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

s y s t e m  o f .  d i s t r i b u t i o n  o f  s a l e  p r o c e e d s  a d o p t e d  b y  t h e m .  A l l ' m c n i b e r -  

c o n s i g n o r s  o f  b a n a n a s  a r e  e l i g i b l e  t o  p a r t i c i p a t e  i n  t h e  s a l e  r e a l i s a t i o n s  

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

i n  t r a n s i t  f r o m  t h e  a s s e m b l i n g  s t a g e  t o  t h e  t e r m i n a l  m a r k e t , .  T h e  f a c t  

t h a t  a ' c o o p e r a t i v f  s o c i e t y  p a y s  a  m e m b e r  e v e n  i f  h i s  p r o d u c e  i s  n o t  

; S o l d  i n  t h e  t e r m i n a l  m a r k e t  b e c a u s e  i t  w a s  t o t a l l y  d a m a g e d  o r  b e c a u s e  i t  

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

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

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

w h o  j o i n s  t h e ,  p o o l .  T h e  s u c c e s s  o f  t h e  c o o p e r a t i v e  c o t t o n  s a l e  g i n n i n g  

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

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

h o w e : V e r  , e n o u g h  t e c q p t a t i o n s  i n  t h e  m a r k e t  e v e n  f o r  a  n e m b e r  c u l t i v a t o r  

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

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

o w n  c o o p e r a t i v e  a n d  x u i l e s s  a d e q u a t e  s t e p s  a r e  t a k e n  t o  c r e a t e  a  f e e l i n g  

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



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

v ; o u l d  n o t  s u c c e c d .  A P r o p e r  o y s t e m  o f  d i s t r i b u t i o n  o f .  s a l e  p j ' o c e e d s  

w i l l  h ^ v o  t o  b o  d e v i a o d  p r o v i d i n g  f o r  q u a l i t y  r o b ' i t e s  o n  t h e  b a s i s  o f .  

g r  d i j i g  o f  p r o d u c o  e f f c r o d  b y  t h e  m o m b G r s .  f e d e r a t i o n  w i l l  h - ^ . v e  t o  

e n s u r e  t h a t  m e m b e r s  ^ ' . r e  p e r s u a d e d  t o  d e l i v e r  g r a d e d  p r o d u c e  b y  o f f e r i n g  

t h e m  a n  n . t t r n c t i v e  p r i c e .  I t  w o u l d  b o  t h e  r e s p o n s i b i l i t y  o f  t h e  

f e d e r a t i o n  t t *  o r - ' - ' t o  c o n d i t i o n s  i n  w h i c h  t h e  m e m b e r s  l e  \ r n  t o  b «  l o y f = , l  

t o  t h e  s y s t o m  f  x l i n g  w h i c h ,  b y  t h G i n s r l v ' ' a ,  i t  v o u l d  n o t  b e  p o s s i b l e

f o r  t h e '  m e m b e r s h i p  t o  p r a c t i c e  t h e  c a n o n s  o f  C o o p e r a t i o n ,

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

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

t h e  p r i m a r y  c o n s t i t u e n t  c o o p e r a t i v e  s o c i e ' t i e s .  A  p r i m a r y  c o n s t i t u e n t  

c o o p e r a t i v e  s o c i e t y  i s  l i k e l y ' t o  b e  u n d e r  p r e s s u r e  f r o m  t h e  l o c a l  

g r o u p  f o r  a c c e p t i n g  g o o d s  o f  s u b - s t a n d a r d  q u a l i t y  f o r  b e i n g  d e l i v e r e d  t o  

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

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

s i g h t e d  a p p r o a c h  and t r y  t o  p l e a s e  i t s  m e m b e r s h i p  a t  t h e  c o s t  o f  

f i n a n c i a l  l o s s  t o  t h e  f e d e r a t i o n .  I n  t t e  i n i t i a l  s t a g e s  i t  w o u l d  b e  

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

w o r k  a s  o b s e r v e r s  a n d  w a t c h  t h e  v a r i o u s  o p e r a t i o n s  p e r f o r m e d  b y  t h e  

p r i m a r y  c o o p e r a t i v e  s o c i e t y .  I n  t h e  i n i t i a l  s t a g e s ,  t h e  p r i m a r y  

s o c i e t i e s  w i l l  r e q u i r e  t h e  c o n s t a n t  g u i d a n c e  o f  t h e  f e d e r a t i o n  a n d  a  

c a r e f u l  s u p e r v i s i o n  a t  a l l  l e v e l s .  P r i m a r y  s o c i e t i e s  m a y  n o t  p o s s e s s  

a d e q u a t e  s t a f f  f o r  p e r f o r m i n g  t h e i r  o b l i g a t i o n s .  S o m e t i m e s  t h e  s t a f f  

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

s k i l l s  f o r  v i n d e r t a k i n g  t h e  f u n c t i o n s  e x p e c t e d  o f  t h e m .  I n  s u c h  a n  

e v e n t  t h e  f e d e r a t i o n  w o u l d  s u f f e r  d u e  t o  t h e  f a i l u r e  o f  t h e  c o n s t i t u e n t
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c o o p e r a t i v e  u i i i t s .  I t  i s ,  t h e r e f o r e ,  i n  t h e  i n t e r e s t  o f  t h e ,  f e d e r a t i o n  

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

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

c h a l k i n g  o u t  s p e c i a l  p r o g r a m i n e s  f o r  t e c h n i c a l  t r a i n i n g .
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TYPE OF FACILITIES LOCATION

1
Agricultural Warehouse Tokyo, Nagoya, Osaka

Fruits & Vegetabie Market Tokyo

Fruits & Vegetable Sales Office Tokyo, Osaka, Kyoto

Ejcport Office
)

Hongkong |
1

Meat animal Sales Office
 ̂ i 

Tokyo, Yokohama, Tokkaichi and 
other 1 1 -places

Breeding-pig Centre Ibaragi

Farm Aichi

Egg Sales Office Tokyo, Nagoya, Kyoto, and other 

9 places

Meat Chicken Sales Office Tokyo, Nagoya, Kyoto, Osaka, Kokura

Breeding-chickon Centre Tochigi, Shiga, Sega



WORKING PAPjiiR

TECHMIGAL SER /̂IGES FOR AFFILIATES

p.S.  '/Jeeranian
Commissioner for Cooperative Development, & 
Registrar of Gooparative Societies 
'Government of Ceylon 
Colombo

South-East Asian 

EXPERTS CONFERENCE ON COOPER.*TIVE M.<-fiKETING 

January 15-21, 196?.

N ew Delhi . India

Jointly Organised by

MTER^T.iTIONiiL G00PER*iTI7E iiLLDiNCE 
Regional Office & Education Centre 
6 Canning Road, New Delhi-1

N.iTION.i GOOPERiiTIVE UNION OF INDL 
72 Jorbdgh Nursery 
New Delhi-'3-.



TECHNICAL SERVICES FOR AFFILIATES 

P.E.  Weeraman, Ceylon.

Cooperative Jfe.rice'bing connotes both the sale of goods' 

as. well as the pur,phase of gooda. So, whilst to one the 

term "Marketing" means tlae purchasing of one''s requirements 

of food etc., to another it means-the sale of his produce.

As ■ Mr”. J.p.Abbot has put it in M s  book entitled "Marketing 

Problems and Improved Programmes", Marketing means "all these 

business activities involved in the flow of goods and 

services from produxjtion to consumption." When these activi

ties are conducted on the basis of Cooperative principles 

they are termed Cooperative Jferketing.

. As marketing inclxjdes both piirchase of consumer articles

as well as the sale of produce, there are normallytwo types 

of Cooperative Mariceting Societies, namely, the Cooperative 

Stores Society and the Cooperative Sales Society. Of late, 

in-most parts of the world these two types have been integ

rated into one li^ti-purpose Cooperative Sodety, within 

which the functions of both producer markefitig and consumer 

marketing are perf'ormed.

In the conduct of these activities, whether consumer 

and producer activities be carried out by separate societies 

or whether they be condvicted by one multi-purpose society, 

cooperative primary societies in limited areas come up against 

problems that are difficult of soluti®n by themselves, because 

they relate to matters that concern other similar societies 

and so a'solution must be found that is satisfactory to all 

societies faced with tke saihe problem. Moreover, it would be 

more economical to solve siJch common problems along with other 

persons similarly placed than to cO so individually.

This results in a need for a secondary society to be set up 

to solve common problems and to facilitate the operations of 

the primaiy societies Which ha^e odmmonly felt needs* This 

process of federating at higher levels goes on from the



secondary to the tertiary level which is often the national 

level . In somo Countries varinus types-: of-federations at the 

natioual level have combined together to form a Confederation.

In this set up, the primary society would be an affiliate of 

the secondary society, a secondary society would be an 

affiliate of the tertiaiy, seciety at sequitur,, Lfy task would 

be to ejfamine the, technical services that societies at the 

secondary or tertiary level should perform for their affiliates 

, at the primary,,and. seopndary level respectively.

The technical services that these societies could ; 

perform for their affiliates would differ according to the 

type of the secondary or tertiary society. They are of two 

types, viz. the Ideological and the functional. Cooperative 

marketing societies would affiliate with both types of unions 

for the advantages' such affiliation would entail.

The'ideological vinion could give the following technical 

services

(1) instruction and training to the members ^ d  
employees of affiliated societies,

(2) inspections and audits of affiliated societies,
and

(3) representation of the affiliated societies'at
higher levels of the coop»arative pyramid, or before Govt, etc-

Education should normally be given even before the primary 

society is legally recognized. This is possible of course 

only where secondary Societies already exist. It will be 

difficulV to find a country which has no secondaiy societies 

in its Cooperative Movement. So now, we could expect the 

secondaiy ideological union to be there. Its primary task 

will be that^of teaching the prospective members of a 

Cooperative Society all;’that they should know at this stage 

regarding -

(a) the principles, methods and practices of'
Cooperation^ and
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(b) the law of the land in respect of cooperative 

societies.

The secondary society should next help the prospective 

members to draw up a''scheme' of work, and then to draft the 

by-laws and working rules of the proposed’ society and then 

to fulfil the legal requirements as regards registration.

In most countries where Governments have taken upon them

selves the task of promoting the Cooperative Movement, 

Governments have enacted legislation in respedt of 

cooperative societies and self up departments for Coopera

tive Development. These departments give technical services 

which should reially b6 rendered by secondary and tertiary . 

societies. ' ~

The prospective members of a cooperative society 

would be far more receptive to the instruction and guidance,, 

given them by an existing cooperative organization than to 

such instruction and guidance given by a Government depart

ment. Instruction given by an existing cooperative 

organization carries with it the conviction that what is 

recommended has alrea(ty befen adopted and found satisfactory 

by the very;people recommending then and that the recommenda

tion is not being m&de because the persons reconraending have 

been officially required'to do so. ’ The recommendatiori is 

bein^ made by one of themselves* and by people who have had 

the same dconomic -pTOblems and solved them in the way now 

being recommended. Thug, fr̂ ^m the very outset the building . 

up of the movement would have been dbne by the people 

themselves, and, so, the Cooperative Society built on such 

foundations would be stronger than a society formed on the 

recoramendst.tions of a body of Government officials, whose 

task it Is to spread the Cooperative Movement.

Thus^ T  would say that the first technical service 

of a Goope;rative ideological uhion for an affiliate would

-3-
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be the giving'of necessary*instruction and,assistance to 

form a piiinaiy cooperative society. Thereafter, at regular 

intervals it 'would be'the duty of that secondary society 

t.o; impart: instruction to the members as well as the 

employeegof the primary society in order to maintain at 

the required level the cooperative knowledge of the members/ 

the, ..business efficiency of the canmittee of management and 

the diligence'of the employees.

Tho neact important form of tschpical assistance that 

an ideological Union should render an affiliate.,is the 

function of audit. Although in most countries of the Asian 

region Governments have taken upon themselves the task of 

aduiting the accounts of co-operative societies, the ideal 

position would be that these audits are carried out by the 

secondary societies with only overall supervision by the 

Government to ensure that audit is done regularly and that 

privileges granted to Co-operative Societies are not abused» 

The ideological Union would be best fitted to do this work 

of audit, being a body concerned with the promotion of 

30-operatiQn and not being itself engaged in business. It 

30uld arrive at conclusions objectively, not being; 

iirently connected with the business of ^he primary socle- 

bies. More than one type of secondary society v;ill be 

joncerned in the business of a orimary society. For 

Instance ,̂ a primary marketing society^ would be- an affiliate 

3f both the secondary marketing society as well as a 

secondary co-operative bank. Both these second&ry socie

ties wo.uld b6 concerned with the business of the primary 

joclety. How- Co-operative the primary marketing society 

Ls would be o^ great interest "to the secondary ,marketing



-5-

ooclety becausw the marKeting stractur^j vrould not be on firm 

coopirntivc found:j.tions if the. primary society is ruJ-ly not 

functioning coOparAtivo-iiiiis'i I f , the prim-.ry ^ocijty is only 

w, cooperative, in name but is r9.J-ly a society of ^arsons who ara 

thamsolv^s middls3n.^n, the 3*conde*ry society'a foundations woqld Tie on 

fj.st sinking'ground . Therefore, it is n^cc<,3 *ry for the secondary 

society to know the position of thi primary society in this rv.^urd 

from tima to time. jimilw.rly tho finoLncing <-*goncy must know the 

fin-nciJL stability of the prm-ry society* Therefore, an <i.udit shovdd 

bi Carriwd out by the swcond.%ry cooj^er«tivvs bvjik fronji timu to tima 

to j,s.dert«in th^ fin.jicii*! position o.f the primary societfy to wliich 

the bank has lent its money. Just as in the case of the secondary 

marketing society, thg secondary financing society would itself become 

weak if the financial condition of its affiliated primary societies 

deteriorates. Such audits would be required only periodically. Normally 

the audit carried out by the ideological union should suffice.

Besides audit . the secondary .ideological society should assist 

the primary by.regular inspections. The secondary society should 

have trained personnel for this purpose. A periodical inspection toy 

a secondary society will be of great help to the committee of manage

ment of the primary society. A committee member of the primary socieliy, 

being generally a person of limited attainments} will not be .in a 

position, to know the trend of the ^c ie t y 's  busiijess, and' even 

whether the society is functioning within the law and adopting the 

necessary safeguards to prevent frauds etc., on the part of its 

employees and office-bearers. •. , : ; ■ .

This function of periqdical Inspection is performed in most 

Asian countries by Cooperative Departments, but, .here too, the ideal 

would be for the ideological union to give these technical 

services. Then igaia thdre,,a.re primary societies vriaich are unable 

to employ competent book-keepers. The ideolo^^ical union should 

exmploy trained personnel for. the purpose of-writing up the books 

of the primaries.. Itinerant book-keepers-employed .by secondaries have 

proved, of immense.value to. primary .societies in India and elsewhere. 

Than again it would be of immense value, if the ideological union would



maintiin a. running audit of the primaries. .This is vary necessary 

in thi case of primary societies in backward areas. Some cooperative 

depaoteients do this woric as well, but it would be best for the 

ideological'union 'tô  perform Vhis function. In all these matters it 

would be well for the Cooperative Movement to provide from within 

ibself' the technical services that are now given by the Cooperative 

Department. Otherwise the prosp3cts of de-officialising the Coopera

tive Movement will remain very remote.

The task of representing the Cooperative Movanent at the national 

level and in negotiations with the Government etci, should be performed 

ideological tertiary societies, nojinally termed federations. The 

ideological federation could run cooperative training institutions 

at the national level to'provide technical cooperative knowledge as well 

as training in business management. It could also do research and study 

the trends of the Movement in. its own country as well as abroad.

The functional unions too have their share of technical services 

for their affillites, namely Assistance, Guidance a n d  Representation 

in respect of the business activities of the affiliates. There would 

appear to be three broad aspects (i) equipp’ing the primary societies 

for their' proper functioning, (ii) assisting them with information 

and guidance to ensure the profitability of their undertakings, and 

(iii) making representations on benalf of the primaries in respect 

of the problems common to these primaries.

As regards equipping the primaries, the functional union 

could render several technical services in the interests of economy 

and standardisation. With its trained personnel the functional 

union could help' the primary in the layout of its business premises and 

in matters such as the choice of a site and designing its buildings.

The secondary or tertiary functional society could assist the 

primary ^cieties  in regard, to the construction of buildings and 

the Installation of machinery required by the primaries by providing 

type plans, architects, engineers, etc ., all with a view to 

assisting the primary society to get the best for its money. In 

regard to machinery the .technical services of the functional union 

would not end with the mere installation of. machinery. The functional 

union should maintain a regular inspection of the machinery, so that
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• the prirniry society getis tne benefit of expert advice from time to 

tijne. .ill thise would be in the field of equipping societies for 

-doing business.' ..

The functional union should perform a host of functions as 

regi^rds the business ̂ 'activities of the primaries. The functions of 

i;prim-iry marketing society are threefold: assembly, preparation for 

-consumption and distribution. The secondary functional union could 

be of immense assistance by rendering technical services in respect 

of these functions. These major marketing processes render a number 

of subsidiary services necessaiy: vI ti., transport, storage, grading 

>nd standardization, packaging, bringing buyers md sellers together, 

financing and risk bearing. In all these matters the functional 

union could give. technic^sl assistance to its affiliates.

In regard to ,t ran sport, the secondajy sQciety could help the 

. primary in several ways, such as helping it with techhic.al advice to 

purchase vehicles and thereafter to maintain them. Regular 

•inspections of the transport belonging to a society would be a 

valuable technical se:^ice rendered by the secondary union.

Market intelligence and market research are important aspects 

of both consumer and producer marketing'. An apex'organisation could 

render very useful service in this ’regaird. Testing out a product, 

research in consumer preference'etc., should be undertaken by'the 

apex marketing .organisation.

Another technical service that could be rendered to an affiliate 

is in regard to pricing; The secondary, functional union could keep 

the primary society well informed of market fluctuations and give advice 

in pricing . It .could also advise‘the primary society on its 

financial policy. The V:irious forms of- investment and loans and the 

various types and sources of financial assistance are usually not 

within the knowledge of the primary society. It is the secondaiy society 

that should serve as the information bure.au of the affiliated societies.

The secondary functional udion could also function as a consul- 

t.itive body, whilst at least at ■ the national level there could be a 

consultation service set up by the tertiary society. The tertiary or 

national level functional federation could establish grades and trade



marks in specified products and make, specialist services available. 

The tertiary functional federation could undertake the training of 

iemployaes in carrying out the busines's functions of the primaries. 

This would be complementary of the cooperative education given 

the employees by the ideological federation. The functional 

federation should also .set up a department of Public Relations.

That departm^ait should giaintain a clQse lip.ison with the local 

press and ensure that a correct : image of the movement is projected 

to the members of the nrimarias in narttcular and the Dublic in 

general.

Many examples could be ^ îven of secondary organisations 

providing technical services of this type. To cite a few, the Milk 

Marketing Cooperative Organisation of Sweden provides besides other 

services, technical advice as regards buildings : (designing and lay 

out, plans and costs) dairy,bacteriological-testing services, labo

ratory services, consultation services regarding, management, pro

duction, storage and distribution. The Danish Central Milk Marketing 

Organisation maintains labord,tory testing services, warehouse 

inspection services, advisory services as, regards cattliB diseases, 

s-ixvices for the prevention and ^cure of • bovine tuberculosis, 

registrj-tion services for livestock. The California Food Growers" 

Exchange maintains a Field Department yi-ich carries out regular 

inspection services of the lo.-cal packing houses and advises them on 

grading and standardisation. The Exchange also, maintains a Pest 

Control Department and a Research Department wtiich helps with advice 

regarding agricultural machinery, cultural methods, fertiliser and 

seed, development of new products and processing techniques. The 

CWS of England provides through its Marketing intelligence and 

Marketing Research Department a cempr.ehensive Intelligence Service 

which helps the affiliates in respect of price trends, production 

trends, consamer demand patterns, sources of competition, etc. They 

also ■' conduct research in respect of consumer preferences, packaging, 

processing, etc., and pass this information down to their affiliates. 

The Technical Research Department of the C v i S  c'-/noems itself with 

all scientific and technical services. This Department undertakes 

analytical investigations and research investigations and has
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tachnical control of production -and maintains quality control of all 

goods produced through their factoi*ies and those of the primaries.

It provides :Consulti;tion services in regard to management, storage 

and distribution and provides regular training programmes for all 

types of anployees.

Most well estaolished. apex organisations maintain' advisory 

services, regirding 4tCcount.ancy and costing. They prepare accounting

■ systems suitable to tha .primaries and prepare aperational statistics 

for each affiliated society.

iinother technical ser\’-ice that W3uld come within the scope of 

guidance is that of managing weak societies for temporary periods in 

order to put them on their feet.,In  a truly independent Cooperative 

Movement there would be no room for the government to step, in for 

the purpose of rectifying matters although it vould appear obligatory 

on governments which have sponsored the Cooperative Movement to do so . 

Modem cooperative legielation in many coimtries provides for the 

•Government to supersede committees of societies which are.badly 

managed with boards of management nominated by the Registrar of 

Gooperativfe Societies. In tmid^al set up, however, tbis supersession 

should be done at the instaace of the general body pf the society it

self. The society should invite the union to nominate a committee of 

management for a given period for the puipose.'of rectifying matters 

in the primary society. In such an instance the secondary union could 

render a very, useful technical service by appointing a board of 

management to replace the society's committee of management in 

order to take necessary action to py.t the, society back on its feet.

The, third aspect of technical assistance in the field of business 

would be repres«?ntation of the. affiliates where, technic^ representa

tion is necessary..

.inother aspect of this repres.entative function wuld be the 

publicising of the activities of the affiliates. The issue of publi

cations and advertisements relating to the wD'rk of the affiliates and 

the carrying out of propaganda would be technical services most 

appropriate for business Federations at the national level.



I  h a v e  a t t e m j ^ t e d  a b o v e  t o  s u m m a r i s e  t h e  t e c h n i c a l  s e r v i c e s  t h a t  

C o o p e r a t i v e  M a r k e t i n g  U n i o n s  a n d  F e d e r a t i o n s  a s  w e l l  a s  i d e o l o g i c a l  

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

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

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

j o i n i n g  t o g e t h e r  i n  U n i o n s  a n d  F e d e r a t i o n s  i s  t o  m a k e  t h e  s e r v i c e s  

r e n d e r e d  b y  t h e  ^ ^ r i m a r y  S 9 c i e t y  t o  . i t s  m e m b e r s  a s  u s e f u l  a s  p o s s i b l e ,  

b o t h  e c o n o m i c ^ l y  a n d  m o r a l l y .  T h e  e x t e n t  o f  t h i s  u s e f u l n e s s  w o u l d  

d e p e n d  t o  a  l a r ^ e  e x t e n t  o n  t h e  u s e f u l n e s s  o f  i t h e  i d s o l o g i c a l  a n d  

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

s o c i e t i e s .  T h i s  d j ^ r o e  o f  u s e f u l n e s s  w o u l d  d e p e n d  i j i  t h e  c a s e  o f  t h e  

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

Silling.o n  b e h a l f  o . f  t h e  * ^ r o d u c e r . ^ c l e t i e s  o r  i n  p u r c h a s i n g  f o r  t h e  

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

a b i l i t y  t o  I n s p i r e  t h e  m e m b e r s  a n d  t h e  e m p l o y e e s  w i t h  c o - o p e r a t i v e  

f e e l i n g .  H o w e v e r ,  w a l l  a  s e c o n d a r y  o r . t e r t i a r y  f u n c t i o n a l  o r g a n i s a t i o n  

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

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

d e p e n d  t o  a  l a r g e  e x t e n t , o n  t h e  l a t t ^ r ' s  a d o p t i o n  o f  c o r r e c t  m e t h o d s ,  

p r a c t i c e s ,  t e c h n i q u e s  . a n d  p r o c e d u r e s -  T h e  e x t e n t  t o  . w h i c h  t h e s e  m e t h o d  

a n d  t e c h n i q u e s  w o u l d  b e  a d o p t e d  b y  t h e  p r i m a r i e s  w i l l  d e p e n d  o n  t h e  

e x t e n t  o f  t h e  i n f l - u g n c e . t h a t  s e c o n d a r i e s  j n d  t o i r t l a r i e s  c o u l d  h a v e  

o n  t h e i r  a f f i l i a t o s  b y  m e a n ^  o f  t h o i r  t e c h n i c a l  s e r v i c e s  b o t h  i n  t h e  

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

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

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

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

. r e n d e r i n g  g f  . t e c h n i c a l  s e r v i c e s . t o  i t s  a f f i l i a t e s .
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1 .  I n t r o d u c t i o n

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

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

o f  v a l u e  t o  t h e  p r o d u c t s .

S u c h  e f f o r t s  f o r  i i i ^ j r o v e i n e n t  a r e  i n e v i t a b l y  r e q u i r e d  b e f o r e  t h e  

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

c o n s e q u e n c e s  o f  t h e  e f f o r t s  a r e  a l s o  s i g n i f i c a n t .

T h e  n e c e s s i t y  o f  q i o a l i t y  i m p r o v e m e n t  a r i s e s  f r o m  v a r i o u s  c a u s e s ,  

s u c h  a s  a t t r i t i o n  o f  q u a l i t y  i n  t h e  c o u r s e  o f  c i r c u l a t i o n  o f  t h e  

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

c o n s u m e r .

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

t h e  q u a n t i t a t i v e  a n d  q u a l i t a t i v e  d e s t r u c t i o n ,  a t t r i t i o n ,  a n d  s p o i l a g e  

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

c o n s u m e r s .  C o n s e q u e n t l y ,  t h e  i m p r o v e m e n t  i n  t h e  q u a l i t y — b y  m e a n s  

o f  v a l u e  a d d i t i o n s — i s  i n d i s p e n s a b l e  i n  t h e  r e a l i z a t i o n  o f  t h e  

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

t i o n  o f  t h e  p r o d u c t .

F u r t h e r m o r e ,  i t s  e f f e c t i v e  r e a l i z a t i o n  u l t i m a t e l y  b r i n g s  a b o u t  

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

a n d  m e r c h a n t s  w i t h  m o r e  i n c o m e  a n d  b y  s a t i s f y i n g  t h e  n e e d s  o f  c o n -  

s x j m e r s  i n  t h e i r  p u r c h a s e  a n d  c o n s u m p t i o n  o f  t h e  p r o d u c t s .

O n  t h e  o t h e r  h a n d ,  h o w e v e r ,  t h e  q u a l i t y  i m p r o v e m e n t  b y  m e a n s  o f  

v a l u e  a d d i t i o n  e n t a i l s  t h e  h i g h e r  s a l e  p r i c e  o f  t h e  p r o d u c t s  d u e  t o
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the increase in the cost of production. Therefore, the above 

mentioned stimulation of sale and consumption does not necessarily 

follow when the increased price level demands much burden on the 

part of consumer.

Therefore, it is hard to expect the above mentioned economic and 

social consequences unless the means of increasing efficiency is 

provided in economic and technical aspects. It is simply because the 

results of the quality improvement are collectively reflected in the 

consumption prices and the final consumers are affected in their pur- 

chasing behavior.

■Planning of quality improvement means systematic endeavor toward 

efficient accomplishment of the objectives of quality improvement in 

economic and technical aspects. In the case of agricultural products 

such an effort is particularly called for in view of the large size 

and propensity to decay peculiar to agricultural products.

Major means of improving quality of agricultural products are 

standardization, grading, processing and quality control. Unless 

such means are effectively acquired, the desired results can not be 

attained.

2 .  I i T p o r t a n c e  o f  t h e  I m p r o v e m e n t  i n  t h e  Q u a l i t y  o f  A g r i c u l t u r a l

Products

Effective accomplishment of quality improvement entails signifi

cant economic and social consequences by stimulating the circulation,
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s a l e  a n d  c o n s m p t i o n  o f  t h e  p r o d u c t s ,  b y  i n c r e a s i n g  t h e  i n c o m e  o f  » 

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

t a s t e s  o f  c o n s u m e r s .

I n  K o r e a ,  a s  a  d e v e l o p i n g  c o u n t r y ,  a g r i c u l t u r e  o c c u p i e s  a n  

i m p o r t a n t  p o s i t i o n  i n  t h e  n a t i o n a l  e c o n o m y  i n  t e r m s  o f  h e r  p o p i o l a -  

t i o n  s t r u c t u r e  ( i . e . ,  55% o f  t h e  t o t a l  p o p u l a t i o n ,  1965) a n d  t o t a l  

n a t i o n a l  i n c o m e  {3^%  o f  ® p, 1965). C o n s e q u e n t l y ,  i t  i s  o f  p a r a 

m o u n t  i m p o r t a n c e  t o  s e e k  e c o i x i m i c  d e v e l o p m e n t  a n d  n a t i o n a l  w e l l 

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

t u r e  .

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

c a p i t a l ,  l a b o r ,  t e c h n i q u e ,  a n d  m a n a g e m e n t .  R a t i o n a l  a l l o c a t i o n -  

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

i n  p r o d u c t i o n .

H o w e v e r ,  i f  q u a l i t y  i m p r o v e m e n t  a n d  c o n t r o l  d o  n o t  a c c o m p a n y  

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

a g r i c u l t u r a l  d e v e l o p m e n t .  I n  K o r e a ,  m a n y  p r o b l e m s  a r e  y e t  t o  b e  

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

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

t h e  p r o d u c t s .  I , a c k  o f  p r o p e r  k n o w l e d g e  a b o u t  t h e  q u a l i t y  i m p r o v e 

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

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

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

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

a t t e n t i o n  i n  K o r e a  i s  t h a t  i t  i s  e x p e c t e d  t o  b r i n g  a b o u t  t h e  f o l l o w 

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

c u l t u r a l  p r o d u c t s ,  a g r i c u l t u r a l  d e v e l o p ' r - e n t ,  a n d  p r o g r e s s  i n  

n a t i o n a l  w e l f a r e .

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

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

p o r t i o n  i n  t h e  n a t ' i . t : ; a ^ l  p o p u l a t i o n  s t r u c t u r e ,  t h e  i n c r e a s e  o f  i n c o m e  

o n  t h e  p a r t  o f  f a r m  h o u s e h o l d s  h a s  b e e n  o n e  o f  t h e  m o s t  u r g e n t  

t a s k s  t o  b e  t a k l e d  i n  K o r e a .

I n  K o r e a ,  h o w e v e r ,  a g r i c u l t u r a l  p r o d u c t i o n  h a s  l o n g  b e e n  

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

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

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

t h e r e  i s  l o t s  o f  r o o m  l e f t  f o r  f a r m e r s  t o  i n c r e a s e  t h e i r  i n c o m e  b y  

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

S e c o n d l y ,  q u a l i t y  i m p r o v e m e n t  w i l l  s t i m i a l a t e  t h e  e x p o r t  o f  

f a r m  p r o d u c t s .  I n  K o r e a ,  t h e  a g r i c u l t u r a l  p r o d u c t s  c a r r y  p r e p o n d 

e r a n t  w e i g h t  i n  t h e  t o t a l  e x p o r t  s t r u c t u r e ,  i . e . ,  3 8 . 7 ^  ( a s  o f  1 9 6 6 )  

o f  t h e  t o t a l  e x p o r t .  T h e r e f o r e ,  t h e  i n c r e a s e  i n  t h e  e x p o r t  o f  

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

n a t i o n a l  e x p o r t .  I n  r e c e n t  y e a r s ,  d e m a n d s  f o r  t h e  a g r i c u l t u r a l  

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

c r o p ,  h a v e  b e e n  d i v e r s i f i e d  i n  t a s t e  a n d  s o p h i s c a t e d  i n  q u a l i t y .
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In view of such phenomena, it is a sine qua non for Korea to improve 

the quality of agricultural products in her effort to enlarge the 

scale of export.

Thirdly, it will improve the food consumption in Korea. 

Attendant to the increase in income and wage, betterment of educa

tion, and functional differentiation of social system, there has 

been an increasing tendency to demand better quality foods and pre

pared foods. Desire for improving the standard of food has been 

greatly increased in the wake of rapid social change spurred by 

successful economic development plans. The production and supply 

of quality food will meet such desires for improvement of food 

consumption and subsequently it will also stimulate the development 

of processing industry.

3 .  P r e s e n t  S t a t u s  a n d  P r o b l e m  A r e a s  i n  t h e  I n p r o v e m e n t  o f  t h e

Quality of Farm Products

In Korea, efforts for quality improvement of farm products 

have not s.ucceeded in achieving expected effects despite their 

importance. The present situation and points of issue regarding • 

the practice of standardization and grading of farm products, pro

cessing of farm products, and intensification of quality control, 

being major means indispensable in improving quality, will be 

elaborated.
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1 )  s t a n d a r d i z a t i o n  a n d  G r a d i n g  

T h e  s t a n d a r d i z a t i o n  o f  c o n t e n t s ,  p a c k i n g  m a t e r i a l s  a n d  p a c k i n g  

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

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

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

e n h a n c e  t h e  r e l i a b i l i t y  o f  t h e  c o i m n o d i t y ,  a n d  t h e y  f a c i l i t a t e  t h e  

c i r c u l a t i o n  o f  c a p i t a l  a n d  t h e  o b t a i n i n g  o f  a c c u r a t e  m a r k e t  i n f o r 

m a t i o n ,  t h e r e b y  a c c u r i n g  a d v & n t a g e s  i n  p r o m o t i o n  o f  t r a n s a c t i o n s .

I n  K o r e a ,  s t a n d a r d s  f o r  s t a n d a r d i z a t i o n ,  a n d  g r a d i n g  a r e  

d e t e r m i n e d  b y  t h e  R e g u l a t i o n  f o r  t h e  I n s p e c t i o n  o f  F a r m  P r o d u c t s  

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

i s  c o n d u c t e d  a c c o r d i n g  t o  t h e  F a r m  P r o d u c t s  I n s p e c t i o n  L a w  a n d  i t s  

O p e r a t i o n a l  R e g u l a t i o n s .  H o w e v e r ,  t h e  g o v e r n m e n t a l  i n s p e c t i o n  i s  

l i m i t e d  t o  t h e  g o v e r n m e n t  p u r c h a s e d  c o m m o d i t i e s ,  i m p o r t - e x p o r t  

i t e m s ,  a n d  j o i n t  m a r k e t i n g  p r o d u c t s  o f  a g r i c u l t u r a l  o r g a n i z a t i o n s .

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

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

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

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

d a y  m a k e t i n g  e x p e r i e n c e s  a r e  a p p l i e d  i n  g r a d i n g  p r o c e s s e s .

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

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

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

t i f i c  i n s p e c t i o n  b e c a u s e  o f  t h e  s h o r t a g e  o f  p e r s o n n e l  a n d  f u n d s .
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L i m i t e d  g o v e r n m e n t a l  i n s p e c t i o n  a n d  t r a d i t i o n a l  g r a d i n g  p r a o -  

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

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

s t a n d a r d i z a t i o n  a n d  g r a d i n g ,  a n d  i n  o b t a i n i n g  s e c o n d a r y  e f f e c t s  

a t t e n d a n t  t o  t h e m ,  i n  K o r e a .

2 )  P r o c e s s i n g  o f  F a r m  P r o d u c t s  

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

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

m e t h o d s .  F a r m ,  p r o d u c t s  a r e  u s e d  p r i m a r i l y  a s  t h e  f o o d  o f  h u m a n  

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

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

Processing of f,arm products, therefore, facilitates various 

physical processes such as transportation and storage by minimizing 

the size or preventing the decay and attrition of quality, and, in 

this way, it helps in supplying commodities better adapted to the 

needs of the consumer.

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

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

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

c e s s i n g  i n d u s t r y .  I n  a d d i t i o n ,  p r o c e s s i n g  i n d u s t r i e s  f o r  m a r i n e  

f o o d s ,  r a w  s i l k ,  a n d  c o t t o n  a l s o  h a v e  l o n g  b e e n  d e v e l o p i n g .

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

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

- 7 -



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

t o m a t o ,  a p p l e ,  p e a r ,  g r a p e ,  a p p r i c o t ;  o r a n g e ,  e t c , . ) >  e t h y l  a l c o h o l i c  

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

p r o c e s s i n g  o f  e d i b ? _ e  o i l  ( d i s t i l l e d  f r o m  s e s a m e ,  c o t t o n  s e e d ,  s o y  

b e a n ,  r a p e ,  r e d  p e p p e r  s e e d ,  m u s t a r d  s e e d ,  e t c , ) >  p r o c e s s i n g  o f  s o f t  

d r i n k s  ( u s i n g  t o m a t o ,  a p p l e ,  g r a p e ? )  a n d  s o y  s a u c e  • m a n i o f a c t u r i n g  

i n d u s t r y .

H o w e v e r ,  t h e  g e n e r a l  l e v e l  o f  i n c o m e  o f  K o r e a  s t i l l  b e i n g  l o w ,  

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

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

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

t e c h n i q u e  r e t a " r d  t h e  d e v e l o p m . e n t  o f  p r o c e s s i n g  i n d u s t r i e s .  L i m i t a 

t i o n  o f  c a p i t a l  a n d  t e c h n i q u e  i s  r o o s t  k e e n l y  f e l t  i n  t h e  f i e l d  o f  

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

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

A s  f o r  t h e s e  c o m m o d i t i e s ,  q u a l i t j r  d e t e r i o r a t i o n  i s  n o t  s u c c e s s 

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

T h e  p r o b l e m  o f  s o l ’' > ' i n g  d i f f i c u l t i e s  i n  t h i s  f i e l d ,  t h e r e f o r e ,  

r e m a i n s  a s  o n e  o f  t h e  m a j o r  t a s k s  t o  b e  d e a l t  w i t h  i n  K o r e a .

3 )  Q u a l i t y  C o n t r o l

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

a n d  s e l l  b e t t e r  q u a l i t y  f a r m  p r o d u c t s .  W i t h o u t  p r o p e r  q u a l i t y  

c o n t r o l ,  h o w e v e r ,  t h e  o b j e c t i v e  c a n  n o t  b e  a t t a i n e d  i n  t h e  c o i a r s e



of value addition.

Farm products have special qualities inherent in their produc

tion, distribution and consumption and they need proper value addi

tions in space, appearance and time in order to render them accep

table to the final consumer as quality goods. They also require 

strict quality control. The quality control of farm products, 

among other things, involves the harvesting and drying methods, 

thoroughgoing supervision of cleaning, selection, packing and 

grading, the improvement of facilities and methods of transporta

tion, storage, and preservation, the improvement of processing 

facilities and technique, and the improvement of tests, researches 

and inspections concerning the quality and sanitary condition. 

Effective quality control contributes to decrease of waste, increase 

of reliability of comrrodities, creation of new demands and enlarge

ment of market.

In Korea, efforts for such quality control are generally 

neglected by producers as well as merchants. Producers lack: busi

ness insights, merchants are generally poor and incapable of develop

ing their professional fields, and processing industries are still 

in the infant stage. These factors combined with the lack of 

institutional and administrative support of government in terms of 

facilities, capital, and technique run against the development of 

quality control in Korea.
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A .  I f e a s u r e s  f o r  t h e  I m p r o v e m e n t  i n  t h e  Q u a l i t y  o f  A g r i c u l t u r a l  

P r o d u c t s

N e e d l e s s  t o  m e n t i o n ,  t h e  p r o b l e m  o f  i m p r o v i n g  t h e  q u s d i t y  o f  

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

a n d  i m p r o v e m e n t  o f  n a t i o n a l  w e l f a r e  i n  K o r e a .  T h e  e f f o r t s  f o r  

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

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

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

a r e  t o  b e  u n d e r t a k e n .

1 )  I n s p e c t i o n  o f  f a r m  p r o d u c t s  m u s t  b e  r e i n f o r c e d .  

S t a n d a r d i z a t i o n  a n d  g r a d i n g  c a n  b r i n g  a b o u t  e x p e c t e d  r e s u l t s  o n l y  

i f  s c i e n t i f i c  i n s p e c t i o n  m e t h o d s  a r e  a p p l i e d  t o  a l l  k i n d s  o f  f a r m  

p r o d u c t s .  I n  K o r e a ,  t h e  n u m b e r  o f  i n s p e c t e d  i t e m s  i s  l i m i t e d  a n d  

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

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

m e t h o d s ,  s t a n d a r d i z a t i o n  a n d  g r a d i n g  a r e  e x p e c t e d  t o  b e  a p p l i e d  i n  

ft

m a r k e t  t r a n s a c t i o n s .

2 )  T e s t  a n d  r e s e a r c h  a c t i v i t i e s  m u s t  b e  s t r e n g t h e n e d .

I n  o r d e r  t o  m i n i m i z e  t h e  q u a l i t y  a t t r i t i o n  i n  t h e  c o u r s e  o f  p r o 

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

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

r e s e a r c h e s  m u s t  b e  a c c o m p a n i e d  i n  p a r a l l e l .  I n  c a s e  o f  K o r e a ,  s u c h  

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

D e v e l o p m e n t ,  b u t  n o t e w o r t h y  r e s u l t s  h a v e  n o t  b e e n  a c h i e v e d  i n  t h i s
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f i e l d  d u e  t o  t h e  l a c k  o f  b u d g e t ,  t e c h n i c i a n s ,  a n d  f a c i l i t i e s .

M e a s u r e s  t o  s t r e n g t h e n  t e s t  a n d  r e s e a r c h  a c t i v i t i e s  a r e  y e t  t o  b e  

e n c o u r a g e d .

3 )  R e f r i g e r a t i o n  r o u s t  b e  w i d e l y  a p p l i e d  t o  f a c i l i t i e s  

a n d  t e c h n i q u e s  o f  t r a n s p o r t a t i o n  a n d  s t o r ^ a g e .  R e f r i g e r a t i o n  

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

d e c a y  a n d  i n  m a i n t a i n i n g  t h e  f r e s h n e s s  o f  c o ’m o d i t i e s  e v e n  i n  r e t a i l  

s h o p s .  I n  K o r e a ,  h o w e v e r ,  t h i s  m e t h o d  h a s  n o t  b e e n  w i d e l y  u t i l i z e d  

d u e  t o  t h e  h i g h  c o s t  a n d  l a c k  o f  t e c h n i q u e .  P r o d u c t i o n  a n d  i n t r o 

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

n i c a l  k n o w - h o w  m u s t  b e  e n c o u r a g e d  i n  o r d e r  t o  h e l p  K o r e a  e n j o y  i t s  

b e n e f i t  s .

U) K n o w l e d g e  a n d  t e c h n i q u e  c o n c e r n i n g  q u a l i t y  c o n t r o l  

m u s t  b e  v r i d e l y  i m p a r t e d .  - P r o d u c e r s ,  o r o c e s s o r s  a n d  m e r c h a n t s  i n  

K o r e a  l a c k  s u f f i c i e n t  k n o w l e d g e  o f  c o n d u c t i n g  q u a l i t y  c o n t r o l  

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

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

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

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

o r g a n i z a t i o n s ,  t h e s e  a r e  t o  b e  r e i n f o r c e d  a n d  e n c o u r g e d  i n  K o r e a  i n  

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

5 )  C l o s e r  l i n k  m u s t  b e  m a i n t a i n e d  a m o n g  t h e  K o r e a n  

A g r i c u l t u r a l  C o o p e r a t i v e ,  t h e  I n t e m a t i o r a l  C o o p e r a t i v e  A l l i a n c e ,  

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

t i v e  a n d  i t  i n c l u d e s  9 3 %  ( a s  o f  1 9 6 6 )  o f  t o t a l  f a r m  p o p u l a t i o n  i n  

i t s  m e m b e r s h i p .  T h e  i m p o r t a n c e  o f  t h i s  o r g a n i z a t i o n ,  t h e r e f o r e ,  

c a n n o t  b e  o v e r e n p h a s i z e d .

H o w e v e r ,  i t s  a g e  s t i l l  b e i n g  y o u n g  ( e s t a b l i s h e d  i n  A u g u s t ,  

1 9 6 1 ) ,  i t  i s  c o n f r o n t e d  w i t h  n u m e r o u s  d i f f i c u l t i e s  i n  c o n d u c t i n g  

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

m a t u r e  t e c h n i q u e  o f  m a n a g e m e n t .  M a t u a l  e x c h a n g e  o f  e x p e r i e n c e ,  

t e c h n i q u e ,  a n d  i n f o r m a t i o n  w i t h  c o o p e r a t i v e s  o f  o t h e r  c o u n t r i e s  

t h r o u g h i  t h e ' I n t e r n a t i o n a l  C o o p e r a t i v e  A l l i a n c e  w i l l  g r e a t l y  b e n e f i t  

t h e  d e v e l o p m e n t  o f  t h e  K o r e a n  A g r i c u l t u r a l  C o o p e r a t i v e  M o v e m e n t .

I t  i s  h o p e d  t h a t  o t h e r  m e m b e r  c o u n t r i e s  a l s o  l e a r n  f r o m  t h e  

m i r r o r  o f  K o r e a n  e x p e r i e n c e s .  H i g h  h o p e  a n d  e x p e c t a t i o n  a r e  p l a c e d  

o n  t h e  I n t e r n a t i o n a l  C o o p e r a t i v e  A l l i a n c e  a n d  i t s  R e g i o n a l  O f f i c e  

a s  t h e  m e d i u m  o f  e n c o u r a g i n g  t h e  ' m u t u a l  c o o p e r a t i v e  s y s t e m .
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W o r k i n g  P a p e r  

S e s s i o n  N o .  1 2  

J a n u a r y  2 0 ,  1 9 6 7

P R O D U C T  I M F H 3 V E M E N T  P H O G R z ^ i M M B S  

(Processing. Grading standardisation & Quality control)

by

M r .  Y u k i t a k a  H a s e g a w a  

C h i e f  o f  P l a n n i n g  S e c t i o n  

N a t i o n a l  M a r k e t i n g  F e d e r a t i o n  

5 ,  1 - c h o m e  O t e m a c h i ,  G h i y o d a - k u  

T o k y o  ( J  a p a n )

e x p e r t s '  C o n f e r e n c e  o n  " C o - o p e r a t i v e  M a r k e t i n g "  

1 5 - 2 1  J a n u a . r y  1 9 6 7 ,  N e w  D e l h i ,  I n d i a

o r g a n i s e d  b y

I n t e r n a t i o n a l  C o o p e r a t i v e  A l l i a n c e  

R e g i o n a l  O f f i c e  &  E d u c a t i o n  C e n t r e  

6  C a n n i n g  R o a d ,  N e w  D e l h i - 1 ,  I n d i a

N a t i o n a l  C o o p e r a t i v e  U n i o n  

o f  I n d i a  

7 2  J o r b a g b  

N e w  D e l h i ,  I x d i a .



A G R I O l J L T U R i l L  P R O D U C T S  I M P B O V E M S N T  

S C H M E  

IN JilP;jT

r .  F o r  t h e  I n c r e a s e  o f  p r o d u c t i o n

( l )  B y  a g r i c u l t u r a l  c o o p e r a t i v e s :

a )  C r o p s  ...................................................................W i d e r  u s e  or b e t t e r  v a r i e t y  or s e e d s ,

p r o m o t i o n  o f  j o i n t  f a r m i n g  a n d  m e c h a n i z e d  

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

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

b )  L i v e s t o c k . . . . .................................. . . S e l e c t i o n  o f  b e t t e r  v a r i e t y ,  i n c r e a s e  o f

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

( 2 )  B y  t h e  S t a t e ;  L o n g - t e r m  p r o s p e c t  i n  d e m a n d  a n d  s u p p l y

b y  c o m m o d i t i e s ,  e x e c u t i o n  o f  n e c e s s a r y  

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

c o n s o l i d a t i o n  o f  l a n d ,  s y s t e m a t i c  g u i d a n c e  

o n  t e c h n i q u e s  f o r  m e c h a n i z a t i o n ,  p r i c e  

s t a b l i z a t i o n  p o l i c i e s .

2 .  F o r  t h e  i n c r e a s e  o f  c o m m e r c i a l  v a l u e  ( L i v e s t o c k  p r o d u c t s  a n d  f r u i t s

&  v e g e t a b l e s )

I m p r o v e m e n t  o f  p a c k i n g  m a t e r i a l s ,  i m ^  ~  

p r o v e m e n t  o f  d i s t r i b u t i o n  s y s t e m  b y  

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

d e l i v e r y  e x p e r i m e n t a t i o n ,  n e w  v a r i e t y

3 .  T e e h n i c a l  g u i d a n c e  ( H o r t i c u l t u r e  a n d  L i v e s t o c k  R e s e a r c h  O f f i c e )

( 1 )  S y s t e m  T o  a p p o i n t  t e c h n i c a l  a d v i s o r s ,  c o l l a b o 

r a t i o n  w i t h  e x p e r i m e n t a l  a n d  r e s e a r c h  

i n s t i t u t i o n s  o f  u n i v e r s i t y ,  n a t i o n a l  

g o v e r n m e n t  a n d  p r e f e c t u r a l  g o v e r n m e n t

1 2 )  A c t i v i t i e s  T o  o r g a n i z e  t r a i n i n g  c o u r s e s ,  s e n d i n g

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

d u c e r s ,  u t i l i z a t i o n  o f  r a d i o ,  T V ,  w i r e -  

c o m m u n i c a t i o n  s y s t e m ,  e t c . ,  p r e d i c t i o n  

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

U .  M a r k e t  i n f o r m a t i o n  T h r o u g h  r a d i o ,  T V ,  n e w s  p a p e r s ,  m o n t h l y

o r s ^ a n  o f  t h e  F e d e r a t i o n ,  o c c a s i o n a l  

i n f o r m a t i o n  b y  c o m m o d i t i e s ,  e t c .



W o r k i n g  P a p e r  

S e s s i o n  N o , 1 3  

J a n u a r y  2 0 ,  1 9 6 7

MANAG5MBMT DEVELOIMSNT PaOGR '̂iMMB

by

D r .  H . A .  D e s a i  

P e r s o n n e l  D i r e c t o r  

P f i z e r  L i m i t e d  

P . B , .  N o . 6 6 7  

B o m b a y - 1  ( I n d i a )

E 5 C P E R T S '  O O N F E K E N G E  O N  " C D - O P E R A T I V E  M A R K E T I N G "  

1 5 - 2 1  J a n u a r y  1 9 6 7 ,  N e w  D e l h i ,  I n d i a ,

o r g a n i s e d  b y

I n t e r n a t i o n a l  C o o p e r a t i v e  A l l i a n c e  N a t i o n a l  C o o p e r a t i v e  U n i o n  o f

R e g i o n a l  O f i l c e  &  E d u c a t i o n  C e n t r e  I n d i a

6  C a n n i n g  R o a d ,  N e w  D e l h i ,  I n d i a ,  7 2  J o r b a g h ,  N e w  D e l h i ,  I n d i a ,



M A M C T i M E N T  D E 7 E L 0 P M E N T  P R O G R A M M E  

B y  M r ,  H . A .  D e s a i

-  A n  a p p r o a c h  t o  M a n p o w e r  p l a n n i n g  &  D e v e l o p m e n t

1 .  I N T R D D U O T I O N

L i k e  a n y  c i t h e r  p l a n n i n g  f o r  m a t e r i a l ,  p r o d u c t i o n  a n d  f i n a n c e .  M a n p o w e r  

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

i s  a  w e l l - k n o w n  f a c t  t h a t  t o d a y  t o  g e t  m a n a g e r s  o f  r i g h t  q x i a l i t i e s  i s  

t h e  m o s t  d i f f i c T o l t  t a s k .  F o r  a  f i r m ,  - w h i c h  h a s  a n  a g g r e s s i v e  p e r s o n n e l  

a l s o ,  m a n a g e m e n t  d e v e l o p m e n t  j i r o g r a m m e  s h o t i l d  i m p l y  a  l o o k - a h e a d  i n  

t e r m s  o f  f u t u r e  m a n p o w e r  n e e d s .  I f  a  c o m p a n y  i s  a b l e  t o  a s s e s s  i t s  

r e q u i r e m e n t s  f o r  m a n a g e m e n t  m a n p o w e r  r e a l i s t i c a l l y  o v e r  ^ l e x t  f i v e  t o ,  

t e n  y e a r s ,  o n e  c a n  p l a n  t h e  s e l e c t i o n  p r o g r a m m e  a t  t h e  p o i n t ' O f  f i r s t  

l e v e l  m a n a g e m e n t ,  o r g a n i z e  t r a i n i n g  p r o g r a m m e s  -  o n - t h e - j o b  a s  w e l l  a s  

f o r m a l  p r o g r a m m e s  d e s i g n e d  t o  m ^ e  . p e o p l e  e f f i c i e n t  i n  t h e i r ' p r e s e n t  

j o b s  a s  a l s o  t o  e n a b l e  t h e m  t o  a c q u i i i ^ e  a b i l i t i e s  f o r  f u t u r e  j o b s  a n d  

t h e r e f o r e  p l a n  t o  m e e t  f u t u r e  r e q u i r e m e n t s .

2. OBJEGTI\?g

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

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

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

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

T o  c o n s i d e r  f u t u r e  m a n a g e r i a l  a n d  m a n p o w e r  n e e d s ,  q i i a n t i t a t i v e l y  a n d  

a l s o  q m l i t a t i v e l y  f o r  g r o v t h  a n d  e x p a n s i o n  a n d  t o  p l a n  h o w ;  f a s t  o n e  

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

p r o g r a m m e  a n d  f r o m  m a n a g e m e n t  t r a i n i n g  p r o g r a m m e s .

T o  o r g a n i z e  a n d  e x e c u t e  i n t e r n a l  t r a i n i n g  p r o g r a m m e s  t o  s t r e n g t h e n  

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

p r o g r a m m e s .

3 .  P R I N C I P L E S  O F ' - M M C S M E N T  D E V E L O P M E N T

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

i s  b a s e d :  -

A f  D e v e l o p m e n t  I s  a n  i n d i v i d u a l  m a t t e r *  ' ' ^ A l l  d e v e l o p m e n t  t h e r e f o r e  i s  

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

a c t i v i t y ,  0 2 ?  p j T O v i d e  o p p o r t v u i i t i e s . f o r  d e v e l o p m e n t .

. . .  2/-
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B .  O p p o r t u n i t i e s  f o r  d e v e l o p m e n t  m u s t  b e  u n i v e r s a l .

C .  P r e s e n t  j o b  r a t h e r  t h a n  t h e  p r o m o t i o n  l a d d e r  s h o u l d  b e  e m p h a s i z e d .

D .  D e v e l o p m e n t  c a n n o t  b e  p l a c e d  o n  i d e a l  p e r s o n a l i t y , t r a d e s .  F o c u s

s h o u l d  b e  g e a r e d  o n  t h e  a b i l i t i e s  w h i c h  a r e  n e e d e d  t o  d o  t h e  j o b  

s u c c e s s f u l l y .

E .  . R e s p o n s i b i l i t y  f o r  t h e  d e v e l o p m e n t  b e l o n g s  t o  t h 4  i m m e d i a t e ,

s u p e r v i s o r  a n d ,

F .  D a y - t o - d a y  w o r k  i s  a  m a j o r  a r e a  o f  d e v a l p p m e n t .  r a t h e r  t h a n ,  f o r m a l

. .  t r a i n i n g ,  p r o g r a m m e s .

I N  S H O R T

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

c o m p l e x  o f  a c t i v i t y .  ' T h e  o b j e c t i v e  o f  w h i c h  i d  t o  e n s u r e  t h a t  a s  a n d  

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

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

f u t u r e .  T h e  p l a n s '  t h e r e f o r e  s o  o r g a n i z e d  w i l l  b e  a  s y s t e m a t i c  r e v i e w  

o f  e x i s t i n g  p e r s o n n e l  f o r  f u t u r e  n e e d s .  T h e  a p p r a i s a l  o f  p e r s o n n e l  

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

o f  p e o p l e  e t c .

U l t i m a t e l y  t h e  r e s p o n s i b i l i t y  f o r  a n y  s u c h  f u n . c t i o n  b e l o n g s  t o  t h e  

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

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

t h e i r  s u b o r d i n a t e s .  T h e  r o l e ' o f  P e r s o n n e l  D e p a r t m e n t  b e i n g ,  t o  c a r r y  

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

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

a b o v e ,

5 .  M E T H O D

U n d e r  t h i s  w e  s h a l l  c o n s i d e r  t h e  f o l l o w i n g  f u t u r e  a c t i v i t i e s :

A *  C o n s i d e r  y o u r  e x i s t i n g  p e r s o n n e l  r e s o u r c e s .  T h i s  w i l l  i n v o l v e  

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

a b o u t  h i s  p e r f o r m a n c e  a n d  h i s . - p o t e n t i a l .

( i )  I n f o r m a t i o n  r e g a r d i n g  h i s  q u a l i f i c a t i o n s  f o r  t h e  p r e s e n t  j o b  

a s  a l s o  o t h e r  a o a d e m i c  a c h i e v e m e n t s  o r .  s p e c i a l  s c h o l a s t i c  

r e p o r t s  r e l a t e d  t o  t h e ' j o b .

( i i )  J o b  e x p e r i e n c e  i n ,  t h e  p r e s e n t  c o m p a n y  o n  v a r i d i a s  j o b s  a s

a l s o  e x p e r i e n c e  i n  o t h e r  c o m p a n i e s .  T h i s  m a y  b e  d e f i n e d  i n  

t e r m s  o f  t h e  n u m b e r  o f  j o b s  h a n d l e d  b y  h i m .

. .  .3/-
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( i i i )  O t h e r  S p e c i f i c  a c h i e v e m e n t s ,  l i k e  r e s e a r c h  o r  e x e c u t i n g  e x 

p e r i e n c e ,  p u b l i c a t i o n  o f  a r t i c l e ^  e t c .  T h e  a b o v e  I n f o r m a t i o n  

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

p e r s o n n e l . r e p o r t s ,  ( F o t n  -  1 )

B .  I n f o r n a t i o n  i n  h i s  p r e s e n t  3 o b ,  p e r f o r m a n c e  o n  t h e  j o b ,  t r a i n i n g  

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

a n d  a n y  o u t s t a n d i n g  a b i l i t i e s  w h i c h '  c a n  b e  u t i l i s e d  o r  w h i c h  c a n  

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

w i l l  b e  m o s t l y  a v a i l a b l e  f r o m  t h e  e v a l u a t i o n  f o r m s ^  o r  a n y  o t h e r  

s p e c i f i c  i n c i d e n t a l  r e c o r d s  m a i n t a i n e d  f o r  h i s  j o b  p e r f o r m a n c e .

T h e  p e o p l e  w i t h  w h o m  h e  h a s  w o r k e d  a n d  a l s o  g i v e  o b j e c t i v e  d e s c r i p 

t i o n  o f  h i s  w o r k  p e r f c r A i a n c e ,  A  c a r e  s h o u l d  s h o u l d  b e  t a k e n  t o '  s e e  

t h a t  s p e c i f i c  s k i l l s ,  a b i l i t i e s  a n d  t e c h n i q u e s  a r e  T n e n t i o n e d  f o r  

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

t h a t  j o b  a s  i t  i s  d o n e  b y  h i m  s h o u l d  b e  w e l l  w r i t t e n  o u t .  A  s p e c i m e n  

c o p y  o f  t h e  q u s s t i o n n a i j r e .  o n  t h e  j o b  d e s c r i p t i o n  a n d  t h e  i t e m s  

i n v o l v e d  i n  t h e  j o b  d e s c r i p t i o n  i s  a t t a c h e d  h e r e w i t h .  ( F o r m  -  2 ) . '

C .  I n f o r m a t i o n  s h o u l d  b e  c o l l e c t e d  e i t h e r  t h r o u g h  r e c o r d s  o r  b a s e d  o n  

p e r s o n a l  i n t e r v i e w s ' w i t h ; h i m  o n  h i s  a m b i t i o n ,  l i k e s  a n d  d i s l i k e s ,  

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

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

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

h e  c o u l d  l e a r n ,  h o w  m u c h  a n d  w h e n .

•

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

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

a t t a c h e d  i n  F o r m  - 3 .  I f  p o s s i b l e  t l i i s  i n f o r m a t i o n  s h o u l d  a l s o  b e  

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

w e a k  p o i n t s ,  p o t e n t i a l  a b i l i t i e s ,  d e v e l o p m e n t a l  n e e d s  e t c .

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

w h i c h  c l e a r l y  s h o w s  t h e  a r e a s  o f  r e s o u r c e s  d i g c t l s s e d  a s  a b o v e .

6 .  D E C I D E  O R G A N I Z A T I O N  R E Q U r i E M E K T S

T o  b e  a b l e  t o  d e c i d e  h o w  m a n y  v a c a n c i e s  a r e  l i k e l y  t o  o c c u r  a n d  a t

v j h a t  t i m e ,  t h e  f o l l o w i n g  i n f o r m a t i o n  s h o u l d  b e  c o l l e c t e d :

A *  P e r s o n n e l  r e q u i r e m e n t s  i . e .  p l a n s  f o r  t h o s e  v a c a n c i e s  f o r  e a c h  y e a r  i n  

a d v a n c e  a n d  i n f o r m a t i o n  f o r  t h o s e  v a c a n c i e s .  ( F o r m  - 4 - )  I t  m a y  b e  

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

o t h e r w i s e  b a s e d  o n  t h e  e x p e r i e n c e  a n d  k n o w l f e d g e  o f  s e n i o r  m a n a g e r s .  

S u c h  n p . e s  s h o u l d  b e  b i ^ k e n  d o w n  l e v e l w i s e ,  j o b w i s e  a s  a l s o  i n  

t e r m s  o f  f u n c t i o n s  e t c .  S o m e  a p p r o x i m a t i o n  c a n  b e  d o n e  w h i c h  

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

. .  .4 A
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B. Collection of information on retiremont, wastage of personnel through 

changes, promotions, transfers, likely excepd of people due to health 
reasons, replacement of people, regrading.etc. to enable accumulate 
estimation of future needs. It may be necessaiy to collect infor
mation of managers who may not develop and whose service will not 
be of any use to the company after some years.

It may be necessary to collect information of each job, its present 
output and the :future status.- , Whait shape the function is likely to 
assume- in future,-it is likely that some or many aspects of the job 
will dhange.

7. Having collected information on the resources available from within the 
company as ‘also the future managerial needs one can easily decide the 
succession plans as also the developmeilt activities. From amongst the 
list of managers available in the company as also classification of them 
in terms of profflotable, those who are adoqmte in their present jobs 
and those who do not meet the requirements of their jobs should be made. 
Along with such information acquii:ed through the retirement, imstage 
etc. it will enable management to. find*out how many people are likely to 
change or retaiii their jobs every year..

Based on this information one can find out whether there are sufficiently 
trained mg.nagers who occupy future position, how many sfould, of what 
type and for what position, as also how many of such positions can be 
filled through management training schemes, if one has taken-:Tecoui^se 
to the scheme. Otherwise the company will have to plan for selection 
programmes accordingly,

8. Having decided the succession list i .e . who is going to move into what 
position, one will have to decide as to if a manager is going to move 
in a position, in let us say five years, what all namely, training pro
grammes he should go through, such that at the time he occupies this 
position he is ready to be a success there.

Therefore, one will have to identify the areas, the abilities- present 
and potential, and the areas of job performance and job changes so-that 
training programmes can be organized accordingly. For example, one may 
decide to take recourse to on-the-job development for certain types 
of managers or one may decide to hold a specific ability course, skill 
oriented programmes internally. Against this one may transfer the 
person on a suitable job or give him a project v/ork such that he can'. 
perform in order to develop him in that activity.

As managers participation in outside programmes will be time spanned 
against the needs,■developmental; abilities and job requirements i .e . if 
one thinks that such a..person is going to occupy a position in future, 
the time period.in between shall be year marked for external training

........5 A
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which. he should attend.

It may be necessary to counsel people to guide them properly.

For those who are not likely to move out of their position in 
few years time, development programmes should be organized to 
make them effective on their present jobs and to give them 

opportunities to excel in certain other aspects of jobs. Lastly, 
•training programmes have to be organised for those who are not 
likely to be successfu], in future but to mcover areas of 
abilities which may help them to take jobs which are different 
from what they are handling now.
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F0R4 1

Name:

Present Department:

Date of birth: 

Date of joinings

Quali fi c ati ons:

a) Concerning jobs

b) Others

c) Specific achievements

Training programme attended*

Experience: (with dates and jobs)

a) Before joining

b) In Company

Membership of professional organizations;

Present assignment:

Salary record;

. . 2 / -



FOIM 1 (Contd)

Appraisal Record:

Last five years' summary - Indicate major areas 

1.

2.
3.

4.

I

5.

Based on interviews - enter

1. . Likes and dislikes

2. Ambitions

3. Attitude

4 . Learning capacity

5. Out-of-normal comments



APPRAISiL HEOORD 

Name! Deptt.,

J ob*

Names of Appraisers:

Date of appwiifl*lJ 

Performance:

Personality:

J udgement:

Integrity:

Constructive imagination:

Summary - overall remarks:

Strong points 

Weak points  ̂

Potential abilities 

Action proposed



K)R1; 1

Name:

Age:

MiiNAGEMENT DEVELOIMENT FORM

Areas of Development:

Specific projects, job rotation, 
additional job responsibilities planned:

SKILLS DE7EL0IMENT PBDGRiiMME:- Tick the one required improvement

1) Administrative

2) Communication

i) Written

- ii) Oral

3) Developing subor
dinates

4) Judgement

5) Leadership

6) J ob Knowledge

.7) Planning

8) Decision 
making

9) Delegation 

i d ) Public relations

11) Attitude and moral

12) Creativity

13) Tact



F O IM t L

Division
i

PERSONNEL REQUIREMENT JUSTIFICATION Year

Department j

i
i

Prepared by

Job Title Accounting Code:

Remuneration Appointment Date;

Scope;

/

Need:

Job Description:

Basic Functions:

Responsibiliti es:

Accountability:

Standards of 
Performance Evaluation;



Pg/ELOHISNT PR0GRAMI4E, 

Individual Officer wise

Name: Dapartment. 

Date Prepared:

Year Need
0ut.3ido programme

Tyjja . Details

j Internal 
; group programme

Individual Programme

on-the-job Other specific

Additional remarkss Prepared by;



J O B  D T i ' . , q n R T P T I O N  F O R  g \ r . a . U A T I O N

(To be completed by the employee in connection with his annual
apprai sal)

Employee‘'s name_

Divi si on_____________________________  _____ __________ Date

Describe your job briefly by answering the following questions^ 

Use examples.

1. Vfhat are your principal duties?

2, What is your responsibility for costs? For Profits?

3. What is your responsibility for other personnel? I f  you 
do not have supervisory responsibility, indicate how you 

get along with people.

What a»e your opportunities to display initiative?
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5, What are your opportunities for creative contributions?

6« What occasions arise for you to use your- own judgement?-

7. What are your, own long-term ambitions and goals?

Dat e:_______________ ;_______ Signat ur e:.

M /-
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MiiNAGMENT DEVELOPMMT PRDGfUMME FOR COOPERATIVES 

Alf Carlsson

1. The purpose and characteristics of Cooperation should influence the 
management development programme.

1.1 The political task of cooperation.
1 .2  Direct and indirect influence of cooperatives.
1 .3  Characteristics of the cooperative which must be considered.

2 . Recruitment and promotion.

2.1 How future managers should be recruited.
2.2 Various ways of recruitment.
2 .3  P romo t ion .

3 . Training programme.

3 .I' General educational level.
3 .2  Purpose of training.
3.3- Careful planning.
3 .4  Flexibility in the training programme.
3*5 Alternative methods of training.

Activities within the cooperative unit.

4..I The necessity to get employees interested in the activity 
of the society or enterprise.

4 .2  planning.
4 .3  Collect experience, refresh and develop.

4 .4  Information.
4-5 Stimulation and coordination.
4.6  The role of the employees.
4»7. The contact with members.

5 . Finance.

Necessity of integration between training and education and 
business activity.



statement by Mr. N .N . K a u l , I . L .O .  Representative, at the 
E xp erts ’ Conference on Co-operative Marketings New D e lh i, 
15;-21 January 196? «

On behalf of the Director-General of the I .L .O . j  I  wish 

to convey most cordial greetings to this Conference of Experts 

on Co-operative Marketing organised by the Regional O ffice^  of 

the I .C .A .

Ever since its establishmentj the International Labour 

Office  has been collaborating with the International;^Co-operative 

Alliance - this* great pioneering international organisation in 

the f ie ld  of co-operation which is now more than seventy years 

old . The I . L .O .  has a full- fledged  regional o ffice  now function- 

^ing  from Bangkok, and I foel certain that the two regional 

offices w ill have more and more occasions for collaboration in 

the years to come in the service of co-operative movement in 

South-East Asia .

As you may be aware, the I . L . f .  has an abiding interest in  

co-operation. The f ir s t  Director of the I . L . O .  had many personal 

links with the movement in Prance-and Europe. His concept that 

labour and social questions are closely related  to co-operation 

has continued to underscore 'the policies  and programmes of the 

I .L .O ,  in this f i e l d .  As early as March 1920 , a special service 

Was created at tho I . L . O ,  Headquarters in Geneva to centralise 

information on co-operative matters and to maintain relations
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with co-operative organisations and n ffic ia l  institutions  in 

many countries, so as to act as an international research, 

documentation and informf.tion centre in the f ie ld  of co-operation, 

'.ver the years^ the I .L .O .  Secretariat , directly or through its 

network of o ffices  thrjughout the world, has continued to collect, 

analyse and evaluate information on all aspects of co-operative 

a c t iv it ie s , and make It available to interested parties through 

publications or other means.

In the recent reorganisation of the I . L . O . , cj-operative 

institutions have been assigned a very important r o le , and 

Co-operative 5 Rural and Related Institutions  Branch at the I . L .O .  

Headquarters is an important ox-'gan of the Social Institutions  

Development Department at the I . L . O .  Headquarters * in  Geneva.

Co-operative subjects are discussed at technical and regional 

conferences and meetings of experts, and the I . L . O . ,  by i t s e l f , 

or in collaboration with other Specialised  Agencies has been 

holding training courses and semina’̂ s to promote the development of 

co-operative movement in developing countries.
I

Since 1 95 2 , the I . L .O .  has also been helping the co-operative 

movement through its programme of technical assistance . The 

Governments of developing countries are recognising more and more 

the role that a well organised co-operative movement can play in  

national economic and social developments. The I .L .O . ^ s  

programme of technical assistance covers practically  all aspects 

rf co-operation. Currently, a project in co-operative marketing
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is continuing in Ceylon while another is envisaged in the near 

future for Burma. Projects in Oo-operative education and training 

are continuing in Burma? M alaysia , Pakistan and the Philippines, 

while a project in co-operative management is envisaged for-the 

Asian region . I may in this connection make a special mention 

of the reports of I . L . O .  experts' who advised the Government of 

Ceylon in 19^3 on the co-operative marketing of vege+Tibles by 

growers, and the I .L .O .  expert who advised the Government of 

Sarawak during 19.^1-62 on the improvement of methods and fa c ili  

ties for marketing agricultural produce through co-operative 

societies with  a view to extending th( Ir benefits to primary 

producers.

At the i^9th session in 1965» the International Labour 

Conference discussed the question of "The Role of Co-operatives 

in the Economic and Social Development of Developing Countries”

The Committee appointed by the Conference, to examine this 

question was firm ly of the view that the establishment and 

growth of co-operatives should be rrgarded as one of the important 

instruments for economic, social and cultural development as 

well as human advancement in developing countries. The Conference, 

adopted at its $Oth  session held last year a recommendation on 

this subject, which la id  down that co-operatives should be 

established  and developed as a means, inter a l i a , of -
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1 ) improving the oconomic, social and cultural situation
of persons of lim ited  resources and opportunities as 
well as oncournging their spirit  of in it ia t iv e ;

2 ) increasing personal and national capital resources by
the encouragement o f  t h r ift , by elim inating usury and 
by the sound use cf credit ;

3 ) contributing to the economy and increased measures of
democratic control of economic activity  and of equitable 
d istributio n  of surplus;

increasing national income 5 export revenues and 
employment by a fu ller  u t ilisa tio n  of resources;

5 ) improving social conditions, and supplementing 
social services; and

6 ) helping to raise the level of general and technical 
knowledge of their members.

The Recommendation has devoted a whole section to measures 

that should be taken to disseminate a knowledge of the principles 

methods, p o ss ib ilit ies  and lim itations of co-operatives as widely 

as possible among the peoples of developing countries, and 

another section to international collaboration in providing aid 

and encouragement to co-operatives in developing countries. That 

the Conferences like the present are designed to achieve the 

objectives spelt out in the Recommendation is a source of great 

satisfaction  to us in the I .L .O .

The theme chosen for this Conference is most topical as 

far as developing countries in this part of the world are concerned. 

Life  even in these countries is growing more and more complex, and 

in order that co-operatives may play their due r o le , the exchange 

of views by experts would be of great use to the co-operators in 

every f i e l d ,  not only in developing countries in this region , 

but also in other regions.



Agricultural coriimodlties A'.’e of gre?t importance In the 

economy of developing countries, and the great majority '^f 

marketing co-operatives deal with agricultural produce,, though 

some handle fish  or the output of cottage industries . Marketing 

co-operatives can not only provide maximum price for agricultural 

produce, but they can provide incentives to greater production, 

fo r . when a producer knows that the cream of his  labours is not 

lapped up by middlemen, he w ill surely do his best for bettering  

his record. The elim ination of the middleman?s exploitation , how

ever  ̂ can be profitable only when marketing co-operatives can 

provide more e ffic ien t  service. For such an e ffic ien t  functioning 

they should have knowledge of commodities to be handled, adequate 

finances , standardisation of -weights and measures, arrangements

for storagp and transport, processing and preservation where

c
necessary, disposal or sale of the produce, and expert knowledge 

of the markets and prices, etc . For all these, the leadership 

providedf by the regional and national federations is most essential 

and the programmes of training of technical personnel to handle 

large-scale operations is indispensable.

The co-opera'tives have the experience of private industry 

before them. But in order that they may give better performance 

they have to develop their own reserach programmes. The latest 

techniques of material handling , costing and budgetary controls 

should be adapted by co-operative organisations.

- 5 -
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The world is moving very fas'*'.. Businessmen in the private 

sector are availing  of the opportunities thrown up by modern 

techniques. The co-operative sector has not merely to equal 

the performance of the private sector , but it  has to do even 

better. For it is only then that it can inspire that buoyant 

confidence in the co-operative sector which is so essential for 

the future development of co-operative movement. The great 

increase in the number of consumers' co-operatives in developing 

countries also enhances the importance of marketing co-operatives 

and it is indeed timely that this Conference is d iscussing  in 

detail the organisation and management of these co-operatives 

at various levels .

I would like to conclude this brief statement by a 

quotation from an I . L . 3 .  publication on "Co-operative Management 

and Adm inistration” . It  ends with these words:

"The co-operative movement has always appealed tn persons 

with a sense of social resp o n sib ility , but even in its in it ia l  

rtages its  success w ill depend on its ability  to attract that 

type of mind and personality which is characterised by technical 

sk ill  and managerial judgment. This becomea even more necessary 

as the movement gains in strength and complexity and the sa t is 

faction of contributing to a worthwhile social objective is 

reinforced by that of participating  in the conduct of an enter

prise which is a leader in its own f i e l d . "
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I hope that this Conference w ill  contribute to the 

creation of leaders in co-operative m arketing> both in manage

ment and in enterprise , and vviah your deliberations great 

success.

Thank you .
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6 Cĵ xining Ros-d, New Delhi-1. India.

Nc*tional Cooperative Union 
of India
72 Jor Bngh, New Delhi.India.

EXPERTS' CONFERENCE ON "CO-OPERATIVE MARKETING" 

Delhi. India : Jc»nuajy 15-21. 1967

PARTICIPANTS

CEYLON 1, Mr, P.E. Weeraman
Commissioner for Cooperative Development & 
Registrar of Cooperative Societies 
Government of Ceylon 
Post Box No, 419 
Colombo-1, (Ceylon)

INDIA 2. Mr, V.N. Puri 
Vice President
N „t ional' icultural C oop erat ive
MffXketing Federation 
E-il, Defence Colony 
New Delhi-S

5. Ml‘, S . S«' Pyy

Secretary
National Cooperative Development 
Corporation
C-56 South Ei.tension (P»axt II) 
New Delhi-16

4, Mr, C .3 . Kubli

. N ̂ t ional, iciJ-tural C oop erat ive
Mnrketing Federation 
E-11 Defence Colonv 
New Delhi-3

5, Mr. N.S. Kulk/jrni 
Mciuaging Director
Miharashtra St^te Cooperative Hirketing 
Federation Limited 
P.O. Box No. 5080 
Bombay-9



6, Mr, Sohan Singh 
Secretary
The Punj.^b St̂ t̂e Cooperative Supply & 
M^keting F©dr,r,ition Limited 
P.B. o7» Sector 17-B 
Choxidigarh (Puiijab)

JAP^ 7. 1%. Yukxtaka Kadegawa
Chief of Planning Section 
National Mc.rketing Federation
5 1-chome Otcac.chi, Chiyoda-ku 
Tokyo (J=a'pc-ji)

Ml , Shiro Fut-ia-mi
International Department
The Central Union of Agricultural Coop.
5, 1-chome Otemachi, Chiyoda-ku
Tokyo (J-'pan)

REPUBLIC OF KOREA 9., Dr. Kyu Chung 
Vice President

National Agricultural Cooperative. Federatio.'i
75 Ist-Ka, Choongjung-Ro
Sudaeraoon-Ku
Sf^dul

PHILIPPINES 10. ’ Mr, E.V. Mendoz.3.
Gen^=r«l M.vnH&er
C«ntXcJ. CMoper:_tive Ei.change, Inc, 
Ffeo,ti Bviik and Trust Co. Bldg. 
M.-tndaluyong

■ Ria-iJ. (Philippines)

SING/»POKE 11, Mr*'R.M,

20, PhenQ Gek Avenue 
Singapore-13.
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P R E S S  R E L E -i 3 S

Today^s Engagements SUNDAY, J.iilUARY 1 5 ,  196?

nSITER'^AnONiiL COOPEKiTIVE ilLLIMCE, Regional Office 

and Education Centre for South-East Asia.:

Mr Cedric Day, Deputy Regional Representative of the 

Food and Agriculture Organisation of the UN , New Delhi, 

to inaugurate South-East ASian Experts' Conference on 

Cooperative Marketing" . Chaudhary Brahm Perkash M ? 

to preside. Vigyan PJhavan, Committee Room ”E".9 10.00 a.m



c  i n t e r n a t i o n a l  c o - o . p e r a t i v e  a l l i a n c e *
lA/

REGIONAL OFFICE AND  EDUCAT I ON  CENTRE FOR SOUTH-EAST ASIA

Head O ffice  : 11 U pper G rosvenor S treet, London W .l. 
Cable : In te ra llia . Telephone ; G rosvenor 5991-3

P ost Box N o . 639, 6 Canning Road, N ow  Dothl-I 

Cable Interallia. T elephone : 4239I-I

Y o ur Ref 

O ut Ret

January 1 3 ,  1967

De.^r Sir,

Soath-^iiast'^sian .j.xperts'* Gonferonce on GooperJ.tive 

Marke'tinfi., January 15-21, 196?. U e v  Delhi, Inciia~i

Thti South-East Asi-in Experts' Conference on Cooperative Marketing 

is bijing inaugurated at Vi,^yan Bhavan (Committee Room S) on Sunday, 

J.muary 15, 1967, at 10.00 a.m. by Mr Cedric Day, Deputy Regional 

Representative of the Food and ^agriculture Orgmisation of the 
United Nations, N .:,w Delhi, Press Release intended for your use 
is being enclosed herewith. I shall be grateful if you could kindly 
depute one of your staff rey^resentatives to cover the Inaugural 

Function tind proceedings of the Conference.

Through this letter we would like to extend to you an Open Invi
tation to you or your representative for attending any of the 

Conference Sessions. copy of the programme and also the list 
of participants is enclosed.

Thanking you,

Yours sincerely,

Enel; as above

A’ y (

P .R . Baichwal 
Specialist in iA. gri- 
C u ltu ra l Coo 3 e ra tion



INTERN-TIOf^.i GOOPSH.TTVE .iLLIJJGE

Regional Ofrice  and Education Centre for South-East .isia 
Post Box Number 639 ? 6 Canning Ho-j.d, New Delhi-1. India

P R E S S  R E L E - .  3 E

South-East «sion 

EaPERIS G0.n1FERS1GE Cfl COQPERitTI/E M^^fiKETMG 

January 15-21, 196?. Nevj Delai

Inauguration & Venue of the Confex-ence

The lutemational Cooperative^ ^klliance, Regional Office and Education 

Centre for South-East *»sia, N jw Delhij is organising, in collabor:ation with 

the National Cooperative Union of India, an Experts' Conference on Coopera

tive Marketing in New Delhi, from J;inuary 15 to 21, 1967. The venue of the 

Oonferonce is India International Centre, 4-C Lodi Estate, New Delhi. The 

Conference will be inaugurated by Mr Cedric Day, Deputy Regional Representa

tive of the Food ;ind Agriculture Ori-anisation of the United Nations, New 

Delhi;, on Sunday, 15th January at 10.00 a.m. in VI&YiU'J BiL».V*iN (Committee 

Room E) .

Delegates

This Conference will be attended by about '30 delegates from Ceylon, 

India, Japan, Republic of Korea, the Philippines, Singapore and Thailand. 

The Conference has also the ben^jfit of the expertise from Sweden -and also 

from the IĈ i Headquarters in London. Observers from the International 

Labour Organisation, ufro-Asian Rural Reconstruction Organisation, Food and 

Agriculture Organisation of the United N-itions, and the International 

Federation of iigricultural r'rodacers, are also participating in the 

Conference.

Objectives of SxpertB-.Conferences

The lntijmation.il Coopi^rative Alliance has during the recent years, 

organised experts' conferences on a variety of subjects. The main purpose 

in organising such conferences is to develop an objective commentary 

on certain vital aspects touching the activities of cooperative societies. 

The experts' confereaces provide a forura for promoting not only an



exciidnge of knowledge and experience but also for bringing about a cross 

fertilisation of ideas on important problems, participants to these experts' 

confei’encciS include persons holding responsible positions in their own field 

and also those possessing specl:ilised knowledge and experience on the subject 

of the conference.

Purpose of Coooerative Marketig.-) Conference

The main purpose of the' Experts' Conference on Cooperative Marketing 

th ;t is being organised in New Delhi is to bring together persons having 

sp .iciaiised knowledge and experience in the field cf agricultural cooperative 

marketing and to provide them with a common platform for discussions on 

problems relating to cooperative marketing with special reference to manage

ment aspects. It is hoped that utiis Conference will contribute to offering 

possible solutions to some of the management problems of marketing societies. 

IC.  ̂ in South-East ^isia

The Regional Office & Education Centre, New Delhi, is an extension of 

the IQ-i oecretariat in London. The Centre has the task of developing the 

general activities of the Allicjice in the Region, acting as a link between 

the IGci fcuid its affiliated orgaaisations and representing it in its consul

tative relations with the regional organisations of the United Nations and 

other international bodies. As a part of the programme of educational 

activities, the Region^il Office and Education Centre organises regional 

seminars, experts' conferences szid national seminars for the Oooperators 

of the region on pertinent aspects of Cooperation. So far, the Centre has 

organised about 45 seminars and conferences in which more than 1,200 

Cooperators from the Region have participated. These events are rotated and 

are organised in different countries of the region according to the type 

of subject and ths suitability of the particular co’ontry.

Press Release. . . 2

Released for immediate publication. 

January 13, 1967

Dr P .R . Baichwal 
Specialist in Agricultural Cooperation 

International Cooperative 

iilliance, New Delhi-1.


