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

Cedric Day
FAC Deputy Regional Representative
for Asia and the Far Bast (Western Zone)

It is with great pieasure that I come here today and bring you
greetings and best wishes for the success of your Conference on
Agricultural Co-operative Marketing from the Director General of FAO,

Dr. B.R. Sen. As you know, FAC has been deeply interesfed in this aspect
of co-operation and has long worked inlcollaboration with the Infernétional
Co-operative Alliance in this field. |

Co-operation, of course; can cover almost any aspect of life and
has been~practiséd by men from the éarliest times in village and community
life, and often for feligious 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-ops functioning before these
- two were born,'such as the co-operatives fermed to break the monopoly in
corn mills in Britain in the eighteenth century and the co-operatives in
agricultural and 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 func%ioning in Britain.

However, I am not concerned in talking to an informed and expert
audience suoﬁ ag you compose on the well known history of the co~operative

movement. What I would like to do is to comment on the principles of
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co-operatior as evqlved by the Rochdale Pioneers Equitable Society
because I think they‘are most important today in the context of the
deveiopment of co-operatives in the developing countries and in such a
country as India.

‘The Rochdale Pioneers insisted that membership of their
congumers co-operative ghould be open to anyone who wighed to join. They
egtablished democratic control through the rule of one member, one vote,
whatever the number 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. Th;y resolved to sell ne 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.
They insisted that Fhere should bé no discrimination on religious and no
discrim?nétion on political grounds.

When you reflect on thesec principles.and apply them to present
day circumstances in ﬁhe countries of South-east Asia andvin'other
developing countries you realise how basicly sound they are. Aftér all,
they wére 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 survival 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 develoning countries which are striving

0.3
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“. 10 equip themselves fully with the nodern sophisticated industrial

complexes of the technically advanced countries and, at the same,time,
modernise their agricu%ture. As a part of this effort they have attempted
to harness the co-operative potential to their needs but with varying
success.

I should say, of course, that co-operation in the modern sense
is not new to a country like India where it was first introduced during
the latter part of the 19th century. But it was not until after independence
thaf it was brought in on a large scaie 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 Indiz official that bf some 200,000 or more co-operatives
more than half were ineffective and that about 50,000 could be clagsed as
marginal cases. This left about 40,000 as reagonably effective organizations.
No doﬁbt 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 trairefl leadership, lack of managerial expericnce and the
introduction of political orrreligious or other influences in the
‘organization and the running of the co-ops. To these factors we must add
the over-riding background factors of mass illiteracy and poverty, especially
in the case'of the rura1<people.

- It is in connection with this high wastage rate in co-operatives

here that I should like to stress again the Rochdale Pioncers' principles.
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Téke, for example, thé principle that the co-op should be open to
membership by all.  To this perhaps one should link the other two rules

on membership — that there should be no discrimination on political and
religious grounds. 'Thesec, I suggest, are excellént principles to enforce
and if +they are obscrved they can ensure fully representative

membership of a co-op regardless, for instance, of whether a person is
rich or poor, litcrate or+illiterate, of scheduled or non-scheduled caste,
Hindu, Moslem, Buddhist, Christian or anything else. If such an approach
can be accepted and honegtly and fairly maintained in the complex and
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 gtrictly observea it can do much to ensure the democratic control and
functioning of a co-operative as it restricts the power of the wealthy
who otherwisg‘could dominate¢ the voting and run the co-operative to suit
themselves., This is a particulariy important point, I think, in communities
where social conditions ana a traditional pattern of life are still
dominant, as is often the case in the Temoter rural areas of the developing
countries, such as in this country. The wealthier and socially elect
members of such communifies Wiil, 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 onlvaay in which their influence can be kept

in check in the ¥nterests of all co-operators.
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The decisions to pay a fixed interest on shares and to pay a

dividend on purchases after mecting 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‘iong. The only way a co-op can ensure
a growth in membership is by giving satisfactory returns to its members
whether in interest on skhares or in dividends or in services and so on.
In the early days of the mode¢rn co-operative movement wany co-ops were formed
by religious groups or by idealists who scught to establish them as
noﬁ—profit making ofganizations. Mogt of these soon failed and, I think,
righfly 8o because they were unrealistic, It is often difficult enough
to make a profit when one organizeg thoroughly from the start to do so.
It is much more difficult - if not virtually impossible - to organizevto
make neither profit nor loss but to broak even. The usual fate of such
enterprises is bankruptcy. Mzking a "profit" for the benefit of its ‘
members is sureiy a legitimate and laudable objective of any co-operative.
The form of that "profit", of course, may vary with the nature of the
éo—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 with
the very poor ané illiterate, the management of credit is no+ only |
difficult and often frustrating but can lead to substantial 1ossés. That,
in turn, 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 sounde? and of greater benefit %o the
coAOPefatives in the long run.
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Before passing on from this subject, perhaps I should also
say that the building up of reserves is obviously an essential undertaking
for the sound and busincss-like development of & co~operative and nowhere
more go than among an impoverished community.

I think it goes without saying that a co-~operative should avoid
deéiing in any kind of adulterated goods., This needs rigorous control,
egpecially in communities where adulteration has been customary and hés
not been regarded as particularly harmful or anti-social, Such habits die
hard, For ingstance, I heard 6f a case rccently 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 teiephoned to ask why there were tadpoles in the milk! From then
on he decided 2ll milk cans and drums had to be sealed. At leést that
gives some protection but, of course, only continued vigilance can ensure
full protection.

Finally we come to the rule about using = small percentage of
the trading surplus -~ the "profit" - for education. I can think of no
better fong torm userof an agreed proportion of profits for this purpose
in the developing!countries. From the start the co-operative movement
has played a strong and admirable role in cducation. This wag to be
expected as the mass éf the cc~operators were illiterate and litéracy 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 the
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co-operatives starting in the last century in Burope, Britain, Australia,
New Zealand and m;ny other places. Thé opportunity for such cducational
work today in such countries as India and Pakistan and others in Asia and
Africa and Letin America by “the cc-ops is limited only by the funds and trained
personnel available. |

* In this connection I have been intercsted 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 cstablish co-operatives. At the present
time I understand some 400 students -~ men dnd women - are taking this
bachelor degree course while more than 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 invaluable, of
course, and, in addition to their work as organizers and administrators,
are particularly well equipped to promote the educational activities of
the movement which is essential to the healthy development of co-operation
among the poor and illiterate - in short, the people who most desrerately
need all the help that can be given them.

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

the Rochdale Picneers because I velieve they apply with pristine férce
in the developing couﬁtries today. And, indeed, I have seen how effective
they are in co~operative effort when applied along these lines. TFor
example, any of you who have visited the renmarkable co—operative-éggl_

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



-8 -

the right leadership and with highly developed managerial skill. That
vast plant, with its capacity to process 1,000,000 1lbs. of milk a day,

is dépendent on its village milk co-operatives for its daily supplies.
These hundreds of milk co-operatives have flourished becausc their members
receive benefits in cash and in contributions to their communities and

in services and because the principles I have mentioned have been enforcsd.
It took a long time to build up the loyalty of the members. At the start
the farmers wouid sell their milk in tho_lean season tc contractors who
could pay a higher price than the struggling co-operatives. It took
educationul offort - and a fixed price ~ to persuande the farmers that it
was in their own long term,interést to sell to their co-operative
throughout the ycar. Today, such are the "profits" that accrue to the
members, their loyalty is fixed.

Pérhaps I should now comment briefly on the subject matter of the
Conference you are gbeut to hold. I suppose there is no more important
sector in tho co-operstive effort than that of marketing. After all,
unless the produce is effectively marketed all the effort put into
production and other fields of work will be largely wasted.

In a study on co-operative marketing for agricultural producers
published in 1955 by FAO it was statcd that "the marketing problem is
in large part a matter of adjusting production to demand. The other part
cf what a producer can do,té improve his marketing situation consiéts
in minimising the costs incurred at every stage until ultimate consumption.
Thus, although, the first consideration will always be the producticn of
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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
paid" .

| I don't think any one would disagrec, with this but I should
like to add another function of marketing - the expanéion of the market.
This is, I think, especially important in the developing countries and
wﬁere the potential demand can be promoted to an active demand a
signifidant contribution is made to the economy of the country aé 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 markot. Presumably they foel that, commercially,
the other hundreds of millions do not enter into the picture. Yet I
Questioﬁ this.’ If is true that the purchasing power of the mass of
people remains very low but théy are consumersg within the limits of
‘their.income, particulgrly of foodstuffs. Further, the situation is changing
and this change is leading %0 an expansion of the market. We hear so
much about the difficultiés faced by India - especially about the food
shortages and famine conditions - that we tend to overlook the progress
made under the first throc Pive Year Plans., Perhaps I may be permitted
to draw your attention to these plus factors. |

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

and 28 million now jobs have been created. More than 52,000 villages
have been electrified, 17,000 villages have been provided with piped water
and 700,000 wells have been sunk. The number of children at school has

..10
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risen from 23.5 to 68 million and college students from 300,000 to
1,100,000.. The number of hospitals and dispensarics has gone up from

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

‘Ownership of 730,000 acrecs of land has been conferred on 330,000 farmers.

Per capita consumption of focd-stuffs has incrceased in calorie wvalue
from 1,759 to 2,145 a day. The supply of food has gonc up from 12,8 ozs.
to 15.4 ozs. a day and the availability of cloth from 11 to 15 metres
per year., Foodgrain productién has riscen from 55 million tons to a peak
of 89 million tons (5964-65). The indox of agricultural production has
risen from 96 in 1950-51 tq 158 in 1964-65. OCver 13 million acres are
now covered by major or medium irrigation schemes and over 31 million
acres by minor schemes, Ncarly 500,000 pumps have/been encrgised,

Production of fertiliser has risen from 56,000 to a potential of 600,000 tons

while plant protection measures have increased to cover over 40 million

acres.

One of the reasons ﬁhy the food situation ﬁas beceome go critical
is the incrcascd consumption per capita. That and the staggering
increase in population has led to focd demands a good deal in excess of
anticipations, as can berdppreciated by the fact that estimates of the
increase in population have proved to be 10 years wrong. It was thought
when the first Plan was devised that population growth would bring India
to the 500 million mark by f976. Ingtead, that figure was reached in 1966,

The figures for development I have Just given indicate, I think,
an expansion of the market for consumer gocds, especially food. The
first action of a hungry or ill-nourished man when he gets extra money

o1
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is -to spend it on food -~ the food he is familiar with which, c¢f course,
is not necessarily the best for him., Thus, here in India the extra
money has been spent firgt on morc grains whercas it would have been
~better spent on prpt;in—rich foods such as vegetables, milk and dairy
products, fish, eggs and poultry meat and so on,.

- What nceds to be done to expand sales to this growing market?

Perhaps one essential step, I suggest, for sound exploitation of the

market is a series of market surveys to determine the extent and rate
of expansion so that marketing plans cen be drawn up with some
confidence in/the envisaged growth. |
I cannot leave this subjoct 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 cexist than
is generally believed to be the case by the food industry. Amul products
are now scld to upwards“éfb75 million people in India. This is largely
because they have developed an excellent marketing organization and I do
not doubt that their quality products will be bought by more and more
people as purchasing power increascs among the masses., What the Amul
co-operative has done, other cc—operatives can also do if they follow the
séme sound prinéiples.

| No doubt this problem of market development will be very much in
your minds during the various discussions you will have in the coursc of
this Conferonce; In any casc, we are all awarc that the problem of
determining the.rate of expansion of the mass market in %he developing
countrics and how best for the marketing co-operatives keep pace with that

012
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eXpansion }s one which concerns us all, If ig linked, of course, to
organizational and administrative problems because without an cfficient
organization effective markcting plans and schemes can hordly be carried
out:s I am glad, therefcre, tu sce that thosc various aspects will come
under review during your Conference and I fecl sure, in view'of the
wealth of experience of those who are participating, much sound and
practical advice and guidance will cmcrge from your discussions.

As T have already stated, FAO 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 Conferencc be especially concerned with
the future development of co-operative marketing in this part of the
world,

ya ! -

I'now have great pleasure in inaugurating this Confercnce .and

i}

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

wishes for a constructive and fruitful mecting.
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I, INTRODUCTION

The Experts” Conference én "Co-operative Mérketing" 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 fro%7l5th‘tihikft
January 1967, The Conference was attended by 18 dedegabtes from
Ceylon; Indisa, Japan, Republic of Koréa, Singapore, Thailand and U.4.R,
Observers from the Internaticnal Labour Office, Food & Agriculture
Ofganization,'ﬂfro-ﬂsbdn Rurél Re—constfuction Organiéation and
' Internationél Féderation of Lgricultural Producers also participated
in the Confeérence. The Conferénce had also the benefit of exper-

tise from Sweden and ICA Headquarters in London.

In the countries of South-East asia, agricultural cooperatives

have now existed for warying lengths of time.  Cooperative Movement

TEPN
is diversified in different ficlds of the agrarian economy and the
movement now covers aspects such as provision of cfédit, supply of
océupational requirements to farmers,:marketing of agricultural
produce, processing, irrigétidn,gtc. How;vef, 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
exceptier'ef fepanraed;igwcertain~sectors-of a few countries,
the progress of cooperative marketing societios 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 similar 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 £heﬁ.with

a common platform for discussion on problemslrelating to coopera-
v_tlve marketing w1th spec1al reference to managemont aspects, and
to =xplore pOSSlble solutlons.

‘Mr Cedric Day, Deputy Regional Reprfsentatlve of the Food

_and “Grlculture Organization of the United Nations, New Delhi,
. inaugurated the conference on 15th January 1967.

ﬁﬁPlan of the Report

The report is d1v1ded 1nto three sectlons 1nclud1ng the

Introdgctlon. & brlef descrlptlon of the status of cooperative
marketing'3001et1es in the part1c1pat1ng countries of the region,
is presented to SectionAII. Secﬁion ITI, which is the main part
of the report presents a glst of the discussions and suggestions
made at the conforence.

11, STATUS OV AGRICULTJRaL COOPEBATIVE'M&RKETIN

'Coop gtlve Leglslgtlon
In many countrles in the reglon, cooperative movement

was 1n1t1ated mglnly for the purpose to providing credlt to the
farmers. In the beginning of the present century, agricultural

1ndebtedness had become a major problem and it was thought that



the organization of cooperatives among the agrieulturists to
provide credit to farmers would help to solve the problems of
indebtedness, dccordingly, when cooperative legislations were
introduced in these countries, the legiélations provided for
the crzanisation of mainly thrift and credit organisations,

It was soen 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 cultivdtors 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 dct was later amended in 1912 to pro-
vide for the organisation of societies for purposes cther than
‘credit, and also for the formation of central organisations to
provide capital to primary'sociéfies. In Ceylon, the Cooperative
Societies Ordinance 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 Aet of 1916 had
provision for the formation of only creédit societies;

In the Republic of Korea, the law to regulate the cooperative
-movement was passed only a decade ago. The dgricultural Coopera-
tive Lct was enacted together with the igricultural Bank act 1957,
fccording to this Act, cooperatlve credlt 80c1otles were prohibi-
ted from undertaklng non-credit functions and the two sectors of
the movement did not have coordinatian between themselves and
there was considerable 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.coopefatives and the Korea Agricultural Bank, the govern-
ment promulgated a new Agricultural Cooperative dct in 1961,



By this act, the cooperatives and the Korea Agricultural Bank
were amelgamated into one systenatic organization designed to
enable credit and other busineés activities.

~In maﬁy of these countries, thbugh the required legal
framework was introduced to facilitate the organisation of mar-
keting cooperatives, the mafketihg movement did not receive
‘much attention until the thirties of this century. For a number
of reasons during the economic depression of 19290 it was realised
that the supply of merely‘credit to farmerg will not provide any
lasting benefit to the farmers unless simultaneous efforts are
made to assist the cultivator in the profltable marketing of
agricultural produce th”ruph marketing cocperative, The atterpts made
in the organisation of cooperative marketing of agricultural pro-
duce can be broadly classified 'in tuo categories:

1) Organising specialised cooperatives to undertzke
marketing of all or certain specified cemmodities, and
linking their activities with credit cooperatives.

ii) Organisation of multipurpose cooperatives to undertake

both credit and marketing functions,

With a view to encouraglng and a581st1ng these cooperatlves,
governments in nqny‘countrles provided technlcal and financial

assistance in a number of ways.

The Structure of Marketing Cooperatives

- The structure of cooperative mafketing'movement in all the
countries of this region is three-tierd; Primary coeperative mar-
keting s001et1es covering a group of v1llages are at the base,
These societies are generally located in a marketing centre,
These are organised into federatlons at the dlstrlct/prefectu_al
or reglonal 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 krown as Agricultural
Produce and Sales Sccieties. There are also'sociéties engaged in
the marketing of certain specified commodities. In récent years,
attempots are being made to convert the general purpose marketing
cooperatives into multipurpose cooperatives so that ihey could also
undertake supply of consumer goods to farmers besides crodit and
marketing, Federations of marketing cooperatives at different
levels are also organised. The structure of the movement in India
Thailand’and‘Singapdre 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 5ngﬂged in both credit and
non-credit activities., In these countries, there afé also specia-
lised cooperatives for undertaling marketing of different commo-
dities. These societies are organised into federaticns at
Prefectural and National levels,

In all these countries, the marketing cooperatiﬁes, apart
from undertaking marketing of agricultural produce, are also engaged
in other activities such as supply of agricultural requirements like
seed, fertilizers, machinery and other agricultural equipment, In
certain countries, a few societies clso prévide production credit
to farmers though this does not strictly fall ﬁithin their field

of their operations.

Present Position of Marketing Cooperatives

In Ceylon during 1965; there were 4,708 societies undertaking



marketing of agricultural produece. They claimed a membership
of 646,244. The societies covered produce such'as rice which
~ is the main crop, tea, rubter, tobacco, coconut, vegetable ete.
It is estimatad thaﬂ about 90 per cent of the cultivators';re
served by thpse_cooperatives;
In India, during 1964 there were 3,347 marketing cooperatives,
. Of these, 3,166 were primary cooperﬁtives, 159 central societies,
21 state marketing cooperatives and one national federation, The
socleties covered’cpttbh, tobacco, rice, wheat, coconut, fruits
and vegetables and a few otherbcommodities. The membership con-
Sisted of 1,30,567 sdcieties; 17.2 million individuals, and 68,278
nominal membérs. .
In Japan, during 1965 thefe were 9,135 cooperatives engaged
in the marketing of agriculturél produce., Thesc claimed a men-
bership of roughly.5.8 millién farmers. Besides these, there were
1,089 federstions, including those without capital stock 747 '
municipal fedcrations and.26 national federations, These fede-
rations covered livestock, sericulture, horticulture, insurance
etc, However, of the national federations, only 16 were engaged
.in marketing business and most of them were specialised federations
dealing with cértain specific commodities, The national marketing
federation of agricultufal cboperatives; ZENHANREN, handles a variety
of agricultural and livestock products,
In the Republic of Korea, during 1966, there were 17,678
Ri or Dong (Primary) cooperétives. These cooperatives were
‘federated‘into 139 qify or Gun cooperatives which had 399 branches,
. There were élso speéial agricultural cooperatives numbering 135,
These dooperatives are united into a national federation known
as Notirnnl Agriecultural Cooperaﬁive Federation, The total member-
ship of these coéperatives wag 22.9 million. The mombership of the

primary and special cooperatives is not however mutually exclusive,



In Singapore; during 1964 there were 7 marketing societies
having a mémbership of 2,970. The societies covered poultry,
fish and a few sgricultural commodities..

INTERN.TIONAL, COOPERATIVE TR.ADE

Some_éf the cooperatives in the region are alsc engaged in
Internaticnal cooperative trade. In India, the Nafional Agricul-
tural Cooperative Marketing Federation and a few cther marketing
federations in some States are exporting products of their mem-
bers to Middle-East countries, The commodities exported cover cotton
bananas, maﬁgoés and pulses, Some of the cooperatives also import
a few items like cauliflower and potatoe secds, dry fruits and
asafeétida. '

" The National Agricultural Cooperative Federation in the
Republic of Korea has set up 2 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 cocperatives
at the national level are engaged in international trade. The
commoaities cover agricultural products and horticultural goods
as fresh tangerines, preserved foods,.seed potatoes, apples and
eggs to the U.S.A, Canada, UK., Wes§ Germany, Sweden, Singapore
and other world markets. Some of the“federqtions also import
foodstuffs, raw materials and fertilizers. In reccntAyears,
considerable quantity of maize is imported from the Bangkok Farm
Products Marketing Society, Thailand,

GOVERNMENT 4SSISTANGE |

iAfter the achievement of political independence, maﬁy'countries

in this Region have launched upon development plans., In these



plans, considerable.emphasié 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 and sﬁbsidies dre 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 casés, Governmenit also deputes thelr 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, spscialised institutions have been created
for providing financial assistance to all types of cooperatives
including marksting societies. For some of these institutions
the resources are entirely provided by government through
financial appropriations from government budget. icain, in
India, the Central bank of the country, the Reserve Bank of
India, provideé finances to marketing cooperatives for various
purposcs at concessional rates of inferest. 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 geherating con-
fidence among the commercial institutions in finahcing the
cooperatives, in some countries, the governments have contri-
buted to the share capital of the societies and have thus

become active partners in the development of cooperaﬁives.



This contribution is given to the cooperatives at all
leovels, ,

V) Financial assistance for the purpose of carrying on coopera-
tive education éﬁd'propaganda work is given to Ccoperative
Federations and Ccoperative Unions. Governments hav- also
provided assistance in organising special training courses
for the personnel working in the marketing cocperatives,

vi) In order to provide a proper atmosphere and to create
suitable conditions for the effective working of marketing
cooperatives, operations of‘mdney;lenders and traders are

being regulated through legislation.

OTHER FORMS OF STATE 4ASSISTANCE TO MARKETING COQPERATIVES

Marketing cooperatives are alsc given support and
encouragement in other ways. Some of the ways in which this

support is given to the marketing cooperatives are indicated

belows .

i) Marketing cooparatives as also other crédit and multipurpose
cooperatives are given moral support by the government in
recognising them as éditable agencies for undertaking various
‘activities, In India, for example, during the Second World
War procurement éhd dkstribution of rationed, controlled
and other necessary commodities was‘entrustea 1argely to
cooperatives, Coopératives are also givén the work of dis-
tribution of ferﬁilizérs, cement; iron and steel.requirei
by the farmers, The cooperatives are also utilised in the
focd prapurement_opérations. In Ceylon, the entire food
rationing scheme in the City of Colombo is implemented

through cooperatives.
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ii) ‘In Ceylon, cooperatives are utilised for implementing the
Guaranteed Price Scheme for agricultural commodities, In
the Republic of Korea and Japan, the Rice Lein Programme

is mainly operated through cooperatives,

Appointment of Committees of Enquiry

Another way by which governments have assiéted the mar-
keting cooperatives as also the cooperative movement in general
is through appointment of Commiftees of Enquiry from time to time
wiﬁb a view to suggesting measures for strengthening the Cooperative
marketing structure, In recont yeafs; govermments have also been
providing financial assistance to prdfessional organisations and
Universities for undertaking research in pertinent fields of
cooperation, In some countriés end particularly in India, a few
of the States have cells for undertaking research in different

fields of the economy including cooperation,

PROGRESS OF COOPERATIVE MARKETING

In recent yéars, because of the financial and technical
assistance and preferential treatment provided by the government,
narketing cooPefatives in different fields have increased and
their covefage, both from the point of view of membership as well
as the range of services previded have grown. In spite of this
development,bthe part played at present by the marketing cooperatives
in assisting the farmers in the marketing of their produce has been
rather modest. an exception, hdwevér, may be made in respect of
Japan and in specified sectdrs'of a few other countries. In
general it may”be cbserved that marketing cooperatives have made
some impact’in the field of commercisdl crdps like cotton, sugarcane,
tobaceco and also in certain areas or rcgions where the food crops |
are grown on a commercial scale. In regions where the subsistence

farmers predominate and they cultivate diversified crops, the



progress of marketing cooperatives has been rather un-
satisfactory. : : :
PRORLEMS OF COOPERATIVE MiRKETING SOCIETIES

Various factors have contributed to the pcor progress

-of cooperative marketing movement in these countries. 4mong
cthersy lack of adequete financial resources with the movement
and inédequate understanding of the problems of agriculturists
and their financial and other needs, lack of interest and active
participation by thé members in the activities of the societies
and absence of loyalty among thé members,. lack of availability
of able management personnel and the,entry of moneylenders and
traders in the society, wile-spread illiteracy and general
lack of understanding and appréciaticn by the rural

masses of the ability of cooperative technique as a means of
incrgasing their economic and social welfare have combined in varying
proportions to work against the progress of the marketing
societies. Absence of other external factors which can create

a congenial atmosphere for the smooth working of the societisds
may also be emphasised in this connectioh. In Japan, the
problem cof mark-ting cocpor-tives ~re of differert nature, The
consumption pattern of the people in Japan is undergoing a greab
change amd the people now gonsmme more of vegetébles, fruits,
and other livestock products. This necessitates readjusﬁment

on the part of marketing cooperatives so that th4y could handle
efficiently vegetables, fruits and livestock products.

The Conference discussed scme of the problems referred to
above though greater attention was given to management problems.
Iv the marketing structure the federations at the

regional and national levels have greater role to play in the
develupment of primary - marketing cooperative

as also in the overall development of COOperétive m&rketing
system. The Conference therefdre largely discussed management
problems with reference “o the federations. Some of the problems
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discussed covered objectives of-national/regional feé;rations,
administrative set up for policy making and the role of the
General Manager, financial planning end follow-up controls, pro-
motion and organisation of sales,procurement of -commodities

from affiliates for domestic and foreign trade, technical
éefvices for affiliates , product improvement programmes, and
Management’DeVelopment Programmes. The Conference also
discusseé'the problems and measures to be undertaken in
achieving integration between national/regional todies and

primary societiea.
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IITI. OBJECTLIVES OF NATIONAL/REGIONAL FEDERATIONS OF MARKETING
COOPERATIVES ' - : ' :

In many cooperatively developed and'alsg in a fey deYeleinglﬁggfgfifs s
federations at the national and regional levels‘have beeon—Qrganiset—as—a—
climax-be-an integrated system of agricultural marketing. These
federations have been orgaﬁised both horizontally and vertically. The

- objectives of such federations has been to secure certain economic

ends and/er to undertake educational and propaganda work. Through
organising federations &nd pooling of resources the small cooperative
societies have been ablg to undertake many functions which would not
have been poSsibie'for a solitary marketing sdciety. In many cases

these federations have developed new activities andvhave also
penetratsd into unexplored regions, The objectives of these federations
have thus- been varied. .

In some of the developing countrieé of thg fegion, in certain
fields cooperative federations have been organised mainly for the
purpose of helping the development of marketing cooperative movement
for examplé,'in India. -While noting some of* thsse developments,
the Conference suggested the advisability of having a.flexikle policy
with regérd to the fomation of federations. .Such federations may be
organiséd aven though the numbér of primary cooperatives ﬁedér&ting are
not large. The suggestions made with regard to organisatien of
fgderations weres
1. / Coopérativesshbuld be stimulated to cooperate among themselves
in 5 federatioh whenever this means that some of their services for
the primary members sould »e better performed or better price could
be obtainel 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 SRilled personnel. It could at the other
extreme, be a' federation for carrying out general cooperative
educzation and marketing p&licy with or without ths 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 canee
confnsion and hamper the’cooriination“which is necessary pnrticularly
so in view of the limited resources which the cooperatives have.
3. In oroanis1ng federations, it is necessary to have a cautious
_-epprodch 80 that thers is no overlapping of functlons. In cases whare
‘the same purpose is already fulfilled by farmers unions, these should
‘not be undertaken by other organlsdtions. Nor shoul” & lederatlon

be set up only to prove united action where 1n effect such action could
not as yet be provxded and the govemment backing is found.

4o Federatlons.of bu31ness sctivities meant more of poollng and
before pooling could be recommended; the principles for the sharing and
the effects thereof ought to be carefully investigated.

5. A4s a general conclusion it was found that the financing and

the form of federation depends primarily on the conditions in various
countries. It was ratner difficult to envisage the beginning of en
integrated marketing system through a federation unless there is a steady

government suoport

PRIORITIES IN THE OPERATIONS OF MARKETING GOOPER4TIVES

The nature of actlvities that a federatlon should undertake will
ultimately re determined by the objectives which a fedsration has set
itself. Among the different activities planned to be undertaken, a list
of priorities should be worked cut and these should be taken up
gradually as' it feels it way and gains experience. The expansion of
activities in different fields should be decided upon in the light of
the resources, capital, managerial talent and business acquimen, the
federation has. The Gonference emphasised this particularly beczuse of
the fact that in certain cases federations have taken up varying functions
without due regard to ths resources they have and have thus got into
avoidable difficulties.

In the ‘initial stages, fe\eratlons should undertake functlons
which are simple and do not 1nVol$e bug:H;es risks. These Telate to

marketing of produce on commigsion 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 slso suggested. - Such activities provide a
protectsd structure to cooperdtivaes and also because of assured

demand, busineSé‘riSks are removed. Some of these activities would

also cnable the federations to seccure business experiénce and contribute to
strengthening their financial resources. .at an early_stage;.efforts
must be made to extend the activities in other fields some of which
might be more difficult and complicated. The otﬁect_sboula be to take
‘up as many related and necessary activities as possible within the over-
all availability of resources both financial and human. Aipart from
undertaking merely economic functions, the federation shoull also enter
into other fields such as agricultural extension and assist the culti-
~vator in improving his techniques of production and thus increasing the
productivity of both land and labour. 4s a general conclﬁsion the
Conference observed that it is ruther difficult to indicate priorities
for different opérations as much depends upon a number of variable

factors 48 ihdicated above.

PROCUREMENT OF COMMODITIES FROM AFFILIATES FOR DOME TIG
ad WELL oS FOREIGN TRADE

THE Federation should take appropriate measures for mobilising
the agricultural surplus from the rural areas so that the pfoduce could
be profitably marketed either in the intérnal or external markets. The
Conference discussed a number of problems arising out of the’pfocurement
of commodities from affiliates by a federation. These problems relate
to, standiards of norms of acceptance bf goods by 2 federation, packing,
finance, transport and davelopment of sound managerial gkills among the
affiliated cooperative units. Some of ﬁhe_suggestions made at the
Conference towards the solution of these problems are: o
1. Procurement of compodities for prombting sound. trale could be
greatly facilitated by development of & sense of loyalty to the
federation on the_partiof the constituent cooperative units, and indi-
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vidual members to their respective cooperative marketing societies.
Inithis connection,'the‘Gonference 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 mar?etable
surplus from the rural areas the gonference élso discussed some
of the aspects relating to procurement of agriculturel commodities
on behalf of the government. It was felt that the oroblems of. pro-
curement would differ greatly depend ing upon the various situatiohs
under which procurement programmes are undertsken. In cases where the
>procurement is undertaken on behalf of ‘the government at an assured
prlce, the federation will not be required. to bear any risks. However,
in other cases where the procurement operations are underta.ken by the
federation on its owﬁ,either or internal trale or for exports, the
federation will have to bea?]aLL thgn%zg;hc1al risks. With a view to
'.evenly distributing the risks among all the constituent unltu, it was
suggegted that the pos51bllity of creatlngnfluk—bearlng fund ekcag-the-
cncie%zee—ab-e}%—}e¥éla-might with advantage be considered. In securing
the effective participation.of affiliated societies in. procurement
operations of the feieration the Conference suggestad that it mlght be
_‘neceSSdry for the federations to part w1tu a zortisn - of the @aﬂf;:;:r’
to farmers cooperatives. '
3. The federations should build-up sufficient reserves
50 -that they could withstand any unforesecn losses that might
~occur in a trading business.
4; One of the major problems to be faced in mobilising agricultural
surplus and in lauching any procurement programmes arises because
of the fact -that in the rural 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
tk&’uaf‘PUWN‘@LL
‘assure better prices to the farmers and demonstrate to the—eu&%ivaﬁurs*
' the advantages of pooling of produce. .
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by some marketing cooperativas in paying guaranteed price to farmers

for certain commodities.
~~ For a number of reasons,. in the initial stages, it may not be

t’*’*“‘l4-1k1'1u* marketing cooperatives in many of these countries to
ensure a guaranteed minimum price to farmers. - Mor-is-it—pesstbiT 0
ccmpetewithprivato-traders and pay high price. 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. There is, therefore, a need to
educate the farmers. : |

6. TIne federations should build up an efficient system for handling
of produce. 1In the initial stuges, wherever pogsible, the

federation might consider the possibility of ehtering into a partner-
ship with some of the well~managea cooperative societies and thus
raising their operatlonal standards so that they could effectively
assist the federations in the marketing operations. This would also
necessitate initiation of special programmes of Management Development

_Programme by deliberate efforts in the direotion.

FINANCIAL PLANNING -

} Priof tb the organisation of marketing cboperatives and also‘

in undertak1ng any parbicular activity,preparation of a systematlcally

workbd out flndn01al plan is important. Because of the absence of such

a plan a number of societies got Into a varlaty of operatlonal :

dlfficultles and a feW'of them nad to. ' eventually close thelr

operdtlons Many dlfflCultleS also arise because of ut11151ng )

ghort term resources for long term purposes..rhls has rendaredv

societiss without funds for day—ta—day activities. Finan01a1 plannlng
_assumes pdrtlcllar importance in some of the countrles in thls ruglon
"where the government has a significant role to play in flnancing.&nd
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also in the development of the cooperative marketing societies. &
systems 1t1cally worked out financial plan will enable the sgocieties in
estinm 1bing tm, requ1rei fmincmi assisbance 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. financiél sf.ake‘ in giving assistance to
any particular society. This is neces.:ary because of the large scale
1nvolvement of the governments in these countr:_es in the development
. of thb marketing cuoperqtlvcs Careful fmanc:.al planning is “also
nccessary because of the fact that a failure of a aoclety haa its
rep@reussions not only on the particular society concerned but also
~on other instituticns such as cuoperatlve banks .

In preparing a financidl plan due consideration should
be ziven to faetors. such A& the nature of buainess
the marketing, fuderltlon is expectw to do, the levels of operations, the
mode of doing busmess and the expected income or revenue from different
activitises. The pla.n should_prévide for a viable business and should
also ma.ke. provisions for uﬂ‘fofé‘s.éen risks. It is necessary to take into
censideration . the factors referrei to above as the amount of finance
required for ulfferent lct1v1ties vary accorimg to the type of business
done and the mode of operations. For example, when certam activities
are undertaken on behalf of the government, the fmdncml requirements
might be less than those needed when the activities undertaken on their
own.. o o

The p]:én‘ should also indicate the liq\_lantw'n of finance required for
long term and short term purposes. L.ng term res@urces Day be by
way of clean accommodation as weli as by bypothecation either
from & oooperative bamk or other agencies. Methods of raising
the finance shculd also be worked out in detail.

The @ource of finance are both internal and extema.l The internal
resources are, share capital, deposits, revolvmg capital etec.- The
ratio between external and internal rgsourcés should be roughly 1l:1.
The external rescurces would be borrowings from government and from
other institutions. The Gonferénce emphasised the importance of

internel pesouroes. - . Some of the important suggestions made are:
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1. Contributions to the share capital of the society by the
members on the basis of the value of goods suld 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 contribute to the share capita.l is mainly detemined

by the utility of “the cooperatlvemarkebmg societies. It is, < . .. -

therefure, necessary to ‘patses;. the efficiency of the societiss:

2. Possibilities of government contributing to the share capital

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

should not have any preferential trgtment and the share capital

~ held by the government should be redeemable.

" 3. The statu should also uniertake to meke deposits in proportion
N “mm\a*fﬁﬁted to the reserve fund of the society and the

deposits ma.r}e by the members.

SALES PROMOTION 4ND S4LES ORGAY ISaTION

The Gonference considered the importance of promotmg sales .

. and organismg the distribution system in a systematic way . It

was felt that many marketing societies do not have a systematic plan
for assessmg ‘the mdrketmg potentialities and locate them so that
they could” expand their sales. ‘In this connectlon, the Gonference
stressed the need to consider the -possibilities of adoptmg some of
‘the practlces followed by the private %gt/bé&cems. These
reléte to .conducting market research studies,initiating technical
research in pi‘bducing goods which could meet the genuine consumer
d‘emand', qrgahisirig propetr Aistribution system and adopting
50mpefiti§a price policy. The societies should 1
adopt a deliberate pclicy tc promote seals: through effective 1

!
|

advertlsem-\zni, propaganda etc. The marketing cooperatives
shuuld give special attention tg some of these aspects and provide
z&ece sa.ry funds for undertaking suc, activities.,m\tu N b

\,{,v\,( ' LGN v G L AL n o

While dlscussing this aspect the: Conferenc:g observed that in

certam fielus such as cultivation of . Amproved seeds, manufacturing
of fertllisers and - their distribution, cooperat*ves have considerable

socpe . Tbese fields are largely non—compet_-itiveland thgtpmduots have
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an assured iemand. Qouvperatives should therefore explore the

pussibilities ¢f entering in these fields,

ADMINISTRWZTIVE SET UP FOR POLICY MuKING aND CONTROLL ING OPERLTIONS:
«RE.S OF RISPONSIBILITY 4ND LEADERSHIP - ROLE OF THE GENERAL MaN.aGER

The administrative set up for a cooperative organisation
comprises the general body meeting, the elected board of directorsv
ani the employed managerial personnél, especially the general manager
or the managing directsr. For the orderly business management of a
cooperative scciety most relevant i1s the relation between the Board
and the Director and this question was very much dwelt m in the Gemference.

a general principle it was felt that the Board of Directors should
confine its activities to the formulation of policies and reviewing
from time to time the business and financial progress and suggest
remedinl action. The general manager or the managing director, on the
other hand, should confine'\té the execution of the policy formulated
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. The policy making Runehicn—in o smadb-societw isticoty
SBpLoFed—porsene

In order to enable the board to perform its tasks properly it was
felt that the general manager should supply the board with adequate
information on business trends, financial data, programme of work, etc.
and indicate the specific problems as well as the altemative lines
of action proposed. The pros and cons of the proposals ought to be
properly spelled out so that the board could make proper decisions.

It is through this process that‘%{oard could be educated in t
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 concernedy is thus an important task fer

the general manager. This shcould aim 4t developing a mn.c.nete—outlook
and ability to evaluate the financial and other data provided to them.



Scme of the important aspects that may be covered in such a :task
are: the interpretativn of principles of equality in dealing with
members, and sthe. interpretation of cooperative practice in terms of
formulating pricing policy, quality payments, patroné.ge refunds and
use of surplus. '
The Conference felt that the directors operating through sub-
committees for tackling the various business tasks is indicative -
cf 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 pomt of view of managerial efficiency. The board
-of directors cught not to degenerate into the managing comnitte
performing routine tasks of purcha‘smg,_flxmg prices of individuel
commodities, transfer of personnsl, ete. The board should take w«
long-te'rm view of the programmes and puli_ciés of th#®& society as against
the day to day activities and the short-term questions with which
the general manager is eonfronted.Well-defined division of powers
of the general manager will contribute greatly to the smooth
rolationship between the general manager and the board of directors.
A .proper rapport between the two should also be developed. The
Gonference also felt that political Sadiles should mot be brought
into the working of boards by people who may be having affiliations

to cne or the other politica} party.

PRODUCT IMPROVEMANT PROGRaMME

rroduct improcvement embraces a consmerable variety of functions.
‘These include, ensurmg supply of the right type of produce in the
required quantltles at the lsust possible unit cost consistent with
the adequate services for the efficient pmducer, ‘andyg securlng, the
best’ possible prlce for the individual membars produce.

It was recog,nlsed that the role of coupera.tlves shoulq be to
guide and assist producers in aq_]ustm%fheil‘pmuuce to Eg‘"’\
consumers requlremeyﬁtm In that respjac‘?‘produc
speciflcatlun and standardisation are importa.nt. Bqually essential

are the provision to affiliates of adequate advisory services and
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_fequisites.valthough the respective roles of goVernméntal ettension
services and of cooperative advisory services véry greatly from country
to ccuntfy, it was recognised that.in most instances scoperatives have
to éssist‘their members. Ferm management advice and techhological
guidance are often an integral part of the cooperatives’ own plans of
opcfaﬁion. in“a number of cooperatives these activities are bound up
.Awiﬁhin a policy of Supervised Credit. However, the need to avoid
‘over-ambitious approaches in that respect was stressed In Jaban:
cuoperatives are helping smaller farmers to set up Joint production
units. o _ '

4mongithe means often utilised by cooperatives to facilitate an
improvement in producers productivity is the supply of collective
vfacilitiés sucﬁ as machinery tools, :cooperative spraying etc. Usually
a consolidation-of parcels and a serious education of farmers has

to be conducted before such advanced- mathods ‘can be usefully implemented.

The umportance of fcnn book-keeping and acccuntlng was stressed. While
cooperatlves should press the members to keep suf icient - 1f
elementary - records of their operations and supply them with
the necessaf& forms and advice, the purpcses and usefulness of femm
accounting should first be fully understood. '

When the cooperative members remit marketable produce to their
soclety, it becomes its responsibility to increase the commercial
value to the fullest possible extenthA.wide'rénge ofractivities
‘are involved in the implemenfation.of that task. These include,
-grading, processing, packazing, marketing and promoﬁion, all of which

"hove their technologlcal cn"thcir economic aspects.

The dual role of grading (that of icspection and that of an
instrument of efficient marketing end of sule promotion) was stressed.
The ultimate responsibility of govemments for gtabilising and
centrolling xrades which'must-cpply to trade thrcugh cooperative and
non-cooperative channels was recognised It was also noted that
grading must often take into account consumers actual requirements

'and preférences. rather than  theoreticul standards.
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Prccessing by cooperatives proceeds to more and less advanced
stages depending upon the position of the markets to be “supplied.
“lthuugh aivanced methods of processing should not ‘be neglected
where outlets of suff101ent size are uvailable for the end products,
it will often be preferable to make the best possible use of more tradi-
tional msthods (drying,salting) especially in these countries where con-
sumers are not equipped to secure the benefits of ;efr&'gération .IThe high
cost of sophisticated industrial methods of proceésing cannot be
ové'r'loakeq elther. The balance of costs (in capital and in operating
expenses) and of returns must always be kept in mind. .

Much the same kind of consideratiins are applloable to packaging.
The impact of attractive’aﬁd convenient paékaging and labelling on
consumers demand should never be underestimated.

is agpect of marketlng whlch is often neolected at the risk of
con81ierable losses to the cooperative movement and to the naticnal
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 amd agriculture
was welcomed.

Improving marl«:efin-J machinery and establishing the most
efficient links between the various stages of distribution is essential.
Federations and unions will therefore have to conduct contlnulng
regearch covering all phases of their operations and pass on the
‘results of such research to their affiliates - eépeciall& the primary
socisties - in understandable form. |

Market information and intelligence should also be made available
at frequent intervals to all ccncerned. |
» The Conference discussed many aspects of product improvement
programmes and felt that the problems confronting mérkéting federétions in
the various countries were similar enough to justify an intensification

of international consultation and- cooperatiun in that fleld



TECHNIGAL SERVICES FOR AFFILIATES

In the process of marketlng of their goods, prlmary societies
come up agalnst problems whlch they cannot sclve unless they pool
in order to render serv1ces or form secondary societies, In the
latter case, secondary or tertlary societies set up services of two
types for thelr prlmarles. ‘ _

Ideologlcal services suchvas education on principles, work
and laws concerning tne eooperative movementy function of audits
and representing the cooperative movement at the national level

and in negotlatlons with the government

While dlScu381ng these as ects 1t i stressed thut
Y] w2 uvked
auditing can grow 1nto a buginess educatlon. The secondary
8001etles would contrlbute to. strengthenlng the bargaining position
'of cooperatlves v1s—a—v1s the. government and the cartels,

Functlonal serv1ces done by functional unions can be

d1v1ded 1nto throe broad aspects:

i) ) equipping the_primery societies for their oroper functioning.

o This is the most‘importent type of service.for the purpose of
agricuitural growyth,. It comprises.2ll kind of technological
guidance and.equinmentawhich helps the farmers to improve
their prodnctivity and thus increase their output and income,
In addition to production, this type cf servicee includes
tranSport processing, storage, grading, standardisation,
packaeing,etc. . . :
The discussion showed that thls type of services combined with
proper extens1on is. the most important factor for meking the
cooperatlves stronc organleitlons and thus contributing to the
development of agrlculturef:%%rmer should be the primary concern

of this service.
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i1) 4ssisting the primaries with information and guidance to
énsure.thepréfitablenegg of their undertakings. In this field,
the discussion drew attention tc proper use of statistics,

1mprovement of operational research and marketing analysis.

1ii) Making representatiéns on behalf of the primaries in respect
of the problems common to the primaries.
The lapanese_delegates gave the account of their experi:znce
‘ which cqnqentrated most of the agricultural services around

the primary socicties.

M4 GMEIT DEVELOPMENT PROGRMME

The stance of Coopefation is- democracy, equity and social-
justice. It is essentiai»that the employees of cooperatives
understand the aims, objecps and practices of 4Cooperatioﬁ‘l The
employees must have a senée éf devqtion to the cause of Cooperation,
Cooperativesy thqnefqre,'need to give speciak attantion'in
Management Development‘ProgrammaL This programme‘includes recruit-
ment of employees, plannlno tralnlng programmes dnd other related
aspects. ' R

The main objects of m;nagampnt tralnlng programmes could be:

(1) Providing the managers, prospective m&nagers and other

employees in the management cuerjAthe basic knowledge and
undersgiié 8 of bu51ness economics.

(i1) To n&eaée—bu51ness skill dnd dbillty of the employees.

(1i1) Impurtlng coopergtlve educatlon includlng the aims and objectives
of a particulur society with which the employees will be working.

o Lectures, semin.rs, job training, role playing, project
reportg)etc., aré 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.1s also

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

field of training should be decided in the 1light of the wmployees
performance in different fields of activity. The training prégramme
planned for the employses should not, therzfore, be rigid and must

be flexible and should provide for adjustment and read,]ustment _
‘according to the needs of the employees. It is also necessary to
generate- the spirit of . team work and dsvotlon to work. The employses
must identify themselvss with the society and in achieving thisg ki
team spirit among the employees has a considerable significance.

The Conference also emphasised the daapo-pi;an-ee—of- careful scieetio

PAWc-m-x_‘{ af Tu Sl o4 ~<,vwvfw... N of

peeraitTd. In attracting suitable candidates to cooperative service,
providing adequate remuneration and salary scal.es, scope for pro-
motion and other benefits was emphasised. Wh,i;é discussing these
aspects, 1t was suggested thet it would greatly help the coopzratives
if a pool of personnel seeking employment,pﬁrtlcularly_ at the.
managerial level, ‘gcrcated It is in this field the federatlons have
a great role to play.

TECHNTJUES IN ACHIEVING INTEGRATION BET‘mF_N N:&TIONAL/‘\F—Wisw AL

Rexetolaly BODIEb aND PRIMARY DOCIETILS

Concept of Integration 4 - R o ,
The subjecdt of integration was discussed hi_n a gomewh.t broader

way than the formulation indic.ted above. Integration was understood
to be an effort to improve the gains to the fammers through improvement
in the process of marketing and associated activities such as supply of
credit, agricultural in-puts, asnd cooperation in production programmes.
Integration may be in the form of collaboration in a few activities,
amzl gamation of the'various units or centralisation of activities in
a federal body. Such an intégration may be of two types:

- 1. Horizontal integration’

11. Vertical intsgration. :

Haorizontal integratlon wag defmed 1o i.mply the integration of el 1

. L. a/ W‘M/\n./ﬁ,uw ,(,_L(‘v_uwc Leridralbng G ARl MO
units operatmg at the same eve]{ for. t ‘e purp oze of achieving greater
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burgﬂlnln Eower throuOh co laboz1t1ve¢%§Q%rt which pay extend
t{&u;c erCwn v w Preavds Sec !Wv(’ akern ,
O even amalgamation of the units. ‘Vertlcal integrdticn takes

zce when the Various uni s collaborate and/or egtabllsh T PRI Sre
% t Ay -g_ Fivr wdd adro e Y X " i IG/
secbndary organ atlon in order to aehaeve-eccnomles of scale pvs*‘“‘ e

¢ oot b

through saving in overhead costs per unit of service or outpubt. [P
Such vertical 1ntcgrat10n may be in the form of centralisation
of business activities prbviously carried on by the affiliates,
through establishmont of secondary organisation for the
purpose, 1f needed. .

The grsater part of discussion was concentrated on
vertical integration,which was regarded nscessary for attaining
a2 high degree of efficiency while retaining the essential
dembcratic character of.the marketing movement .

Purposes of Integratlon

lhe purposes of integration were 1ndlcdted ag follows:

i: " Elimination of dqplicatloq of facilities and functions for
developing greﬁﬁeficolléctive Bérgaining sﬁrength{

ii. for achieving economies o% scaley u

1. for ensuring dependability of services for the affiliates
and the farmer-memhers; '
‘.iv. for centra1151ng de01sion—mak1ng power and thus achieving
‘maﬁaﬂarial efficiency, and,

V. for making chennels of communlcations more effective.

aavantages of Inteoratlon

‘ Some of the advantages of integration are spelled out avove
while outlining the purposes of integration.
1. Tt was felt that in additiony the following advantages
would accrue to the copstituent units and the farmer-members.
Economies'would bs affected through étandardisation of certain
facilities at the dacal® or constltuent level, such as standardisa-

" tion of storage houses or standardléation of book-keeping.
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ii. Management tralnlnD would be facilitated thereby ensuring
maximum utillsation of manpower resources within the entire
cooperative structure A career programme¢ for managers and
employed personnel would also become available which would enable
them to move to higher positions, thus providlng them with -
incentives ag their skills improve., :
ii11. .The structure as a whole will be able to achieve greater
competitive capacity;and thus a favourablé image of cooperatives
would be created. The cooperative structure would also be able to
prcject its image propérly_through the use of trade marks,
uniform packaging,otc. v -
Obstacles _

The obstacles to integration weré listed ‘as follows:
i. It was felt that sentiments of attaohment~of local people
to smaller units may be an im eolment to amalzamation of units
at the same level as well asggéntralisation of certain functions
in the interest of businesé officiency. P;rsons of responsibility
in local organisations may find their social status dimlnlshed as
a result of horizontal or verticle lntegzatlon.
ii. The existing leaders and members may not fully appreciate
the advantages of integration and may,therofore, not give the
needed support to fedéral‘bodies or to larger oooperatiVes which
have emerged through amalgamation of smaller units. '
iii. The lack of adequate capital may prevent effective integration
taking place between‘the federal‘body snd the constitient 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 béSié and thus provide effective:
services. - o ',_"' N l
V. Lack of availability of skilled managerial and other
personnel may impair the efficiency of federal organisations where

the complexity of business is much®* greater.



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 activitiss where
integration is fequired. While making such carefull planning, the
relatibnship of the parts to the total structure should be clearly
defined through demarcation of the responsibilities of the
affiliétes and the federal bodies. In this connection, it was felt
* that the federal organisations should not rely, except in the fommative
or critical periods, on the member loyalty alone at some v
sacrifice, but should meke ﬁhat loyalty effective on account of
efficient. services given.

' Sécondly, 1t was nzcessary that the facilities in
terms of capital and managerial reéources should be acquired in
order to perform the é§nﬁ;alised or integrated functions effectively;
‘ Thirdly, when integration of any activity ig establ ished,
members and leaders of constituent unit should be convinced,cf the
value of integration.ffhrough educational activitiEE;\y/’

Fourthly, where full integration is not feasible or considered
desirable integration may be developed between the constituent
unit and the federal boldies through the development of contractual
relationship such” is nanagement ¢éntracﬁs as practiced in Ontario Z»rvﬁFu&
sisbpiet of Canada.

Fifthly, the State itself may adopt policies likely to promote

integration amungst cocperatives. 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 produce in that area

is marketel through cooperatives.



30

Measurement of Efficiencyjql LyJQf}fmg‘*j;

Finally, the Conference indicated tne iullow1ng crlter1¢ for
Al e Lo

measurement ofyintegration.” ! .
i. ‘the extent of increase in benefits, to the firmers, primarily

- in economic terms but also the sucial benefits; the gains tc fammers

eould ‘be converted as and when possible, in monetary terms for

measurement purposss. .
ii. the. extent of capital accumulation in order that the structure
as 2 whole can provide sustuined benefits to the affiliates over a

lohg-term period.
iii. the extent to which operations are rationalised and costs

lowsred.

iv. the extent to which a two-way communication system is
developed whereby member influence is reflected in centralised
decision-making and the services pfdvided through ﬁhe centralised
organisation reach =ffectively the affiliates and the individual

members.
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TEE PRESENT POSITION OF AGRICULTURAL COOPERATIVE MARKETING TN CEYLON

Agricultural M;rketing Cooperatives in Ceylon may be classified‘unde;
the following groups $.

Group - 4

No, of S
Socicties Mewmbership

(a) Multi-Purpese Societies engaged in more
than one activity including agriculture 4,024 480,000
(Overall membership 600,000) '

(b) Multipurpose Societies engaged in agri- 554 85,538
culture only ) ‘ o

(¢) Cooperative Agricultural Production & 43 17,750
Sales Societies

$,621 681,288

Iu the field of agriéulture_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 culfivators are served by these-Goopérative Socge*ieé.

There are also the follewing cooperaﬁive agricultural societies
which specialise in certain commod;ties and services és their names

indicate ¢

 Group -~ B -
NO. Ofv: .
_ Societies Membership
(a) Coconut Producers' Societies 18 4,570
(b) Tea Producers' Societies : . 26 4,179
(e) Rubber Producers' Socicties 4 ' 265
(d) Tobacco Pruducers': Societies : 85 9,898
(¢) Dairy Societies ' - 31 1,447
(£) Vegetable Pruducers' Societies 4 256
(g) Poultry Societies - 80 - 2,000
(h) Arrack Distillery Societics . 1 257
(i) Plantain S.les Societics 1 87
gj) Curdamofinand'Citronella 4 147
k) Young Furmers Societies 172 3,200
(1) Other Types 31 1,650

457 27,956




The membership of these two groups of 5001et10s is not mutually
exclusive, as the same person would require the services of more tham
one society according to his varloUS needq. |

One might =dd to thls llst a certaln number of credit societies
of unlimited liability, which act as agents of marketing SOCieties
especially in the field 6f]Vegetablé marketing.iThe‘numbér so engaged
would not count more than 100 out of the total of 3,671 credit
societies, o o
Re The Coépéf,tlvo Movemert had its beginnings in Ceylon w1th the
enactment of the COOpFT?thb Cradit Societies Ordinance in 1911, Iz

was only after 1921 that SOulﬁtlcs othar than Crodit 8001etles wero
permitted by an ‘amending Act. But it was not till about 1935 thlt tha
idea of Cooperative Agricultural Morketing was considered as a practical
solution to the eéonomic-distress prevailing among férﬁers.

3. Milk Merketing o

The first successful Cocpcrative Murketing Society in the field of
agriculture was raglstered in 1952 Today thore are in all 32 milk
Murketing Societies with a membershlp of nearly 1500 dalry-men. A Co-
operative Unlon of Dnlry 8001ot1es was subsaquently formed with a v1ew‘
to more organlsed marketlng and it worked very successfully until its
activitics were taken over by the thlonal 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 miik Was suppliédvon'cqntfacts to the

Nutional Milk Bosrd, Government Hospitals and Milk Feeding Contres.



4, Tgbacco Production and Sile

The next type of Murketing Society in’chronological.érder was for
tho productlon and sale of tobacco, in the Jaffna Pcnlnsula, where
tobucco had becn a well-estaollshed cash crop. fhls commodity was mainly
exported to_lndla by the private traders who granted advances to pro-
‘ducérs on the usual understanding that they should hand over the crop.
.Thc collection, curing and export of tobacco was thus the special . /
field of the‘priVatO trade. There was unconscioﬁable‘éXploitation of
the Smail producers. Thc tobacco growers thercfore grouped themselves
into GCOperatlvea and performed these functlons thOmSGIVGS. Follow1ng
on the success of the Jaffna Tobacco Se-le Soclety, ulmllar societies
vcre orgcn1s00 in the Eastern Province, an area cqually well Sultod to
this cultivation. There arc in all 85 socicties today wlth a mombership
of nearly 10,000 tobacco growers but these societies have eXperienced
a serious Set—buCk as a result of the recent chpnges in the fiscal
pollcy of the Indlan uovernmpnt which banned the 1mport of thls commodlty.
Consequently in recent years these Societies have changed over to the
producﬁion and marketing;of Cigarette tobacco, which is bought up in
its entirety by the Coylon Tobacco Ccmpény. Only 43 of thése are
functioning. - |
5. Coconut Production and S-le

Coconut is one of the main export commodities of Coylon. The
largé plantations are largely owned by the indigenous population
but the major portion of the total égreage of nearly a millioﬁ acres
belongs to small-holders i.e. owners of units of 10 -acres or less.

The coconut industry has thermfore boen the happy hunting-ground of



private moncy-lenders and traders who were well entrenched in this
business so much So that when attémpts ﬁére:;aae in éboﬁ£ 1932 to
form Cooperative Soéieties they successfully Opp65ed those attempts:
‘But eventually Cooperative Soéiéties gained a foothold among the
shall holders in about 1940, during the war yea;s, when conditions
favouréd'cooperatiVe orgaﬂisaﬁion. There areblB Coconut Produeers;
" Cooperative Societies. Séme of them own“plant and machinery on a
léfgc scale. There are 13 mills o;ned by societiéé and they produce

+

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

-

The total sales effected by this gfoup amounts to Rs.10,76,000/-.
& Union of these societieé formea iﬁ'1942 call;ﬁ the Cuylén Cuopérative
Coconut ProduCers Usion haﬁdlés the sale of thoir products to

ekporters. Aﬁ one tiﬁe the ‘ﬁuion itself handled a ceftain quantity

~ of the export trade in éoconut ?roducts. The G&vérnment had a quota

‘ system for these expofts and at that time one;third of the entire

trade in deéiccated cocoﬁut was handled By the Union, After trade
conditions settled down é few years after fhe war, the quota system

" was discontinued. This ﬁrovéd a set baék to the Unipn. ﬁowéyer? once
 again there}are definite signé of reﬁival. One large primafy society
exports desiCCafed cocdnﬁt én:itgiéwg. The Union is now in a position

to contract with foreign organisations for the.SUpply of coconut oil & e,

6. Teq Production gnd Sale

Marketing cooperatives have been established among the Teg
Small-holders i.e, owners of units of R0 acres or less, where
the same type of exploitation has been rampant, In fact in the -

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



smell-holder is completely dependent on privats factory owners for the
processing of the green leaf, Tic large estate owners who own sbout 80
p=T cent of the entire acreage have their own factéries and are
commerciélly well organised but the small holders are not so
fortunately placed. Ccnsequently the need for cooperative organisaticn
to p;ovide credit and for the collection and processing of tea leaf
began to be felt., The first tea small holders societies were formed

in zbout 1950 and today there are in allA26 Toé Sﬁall 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 S le

There are 4 Rubber Production & Sale Societies. The multipurpose
societies also deal in rubber, The total vélue of rubber marketed
through Cooperative Sucieties during the year 1965 was Rs.469,000/-.
Though'negligible progress has been made yet, much interest has been
ghown recgntly by rubber‘small—hdlders to organise themselves coopera-

tively,

8., Marketing of chetgble and Fruits

The production and>Sale of végetabiésinow looms large in the
cooperavive horizon in Ccylon. The ﬁarketing of Qegetables and fruits
on a QOOpérative basis rececived the aftention of the Hon, Minister
of Agricuiture as early as 1935 but %his activity was not attempted
ti11 1941 when the QOOpergtors of the premier vegetaﬁle growing area,
who had hitherﬁo.beén active only in the field éf cooperative credit,

banded themselves together to form a Vegetable Marketing Society at
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Palugama, a village situated in the hill—coﬁntry. While these growers
WeTe falrlv aueq;ately flnanced through their credit societies,-fhey
‘wcre entlTPIV depcndent on prlvate comm1°31on agents fcr'the diSposal
of their produce, luereforc, as the ‘next step in cooperative
VdeVelopmént the members of their own free will, organised themselves
w nto a Cooperdtlve ﬂ}rlcultural W%rketlng Society which was registerad
in 1941, The Cooperative Dcpartmcnt tcok a blg hand in making
investigations and fosterlng the idea of a marketing 5001ety. The
bOCl@tV commenced m: .rketing its produce in Colombo soon 'after. In
1ts fler vear it so]d vegetables to the value of only Rs. 5,~OQ/—-
and 1ncurred con31derdblc losses as a result of cut - throat
competition by commission agents. It is said“in}thé Rogistrar’s
Adnlnlstratlon R-port of that year, that "Og one oceasion even the
lorry of the Society'« tran3port agent was ‘bought by the enemy, to
deliver the society's vegetable to the private trader instead of the
Soclﬁty 5 stall in Colombo", Witk this sort of ‘sabotage the society .
had & very up-hlll task indeed, and might have crashed if they did
not recéiveAthe active suppoft of the governmenf. TLis struggle went
on fdr some years with cut-throat competition, boycott and thuggery,
wiiich were all aimed at dlsruptlng the cooperatlve effort ‘but the
members continued to bupport thelr 3001ety undaunted and ultimately
emerged victorioug. ThLe war years helped to build up this society,
because it had gained Tecognition by then s an organisation rendering
valuable Service a£;9:£ime bf écércif# of food in Colombo. This
u‘01oty met with great success durlng the.uubsaquent years, and

eventually establlshed 1ts wholesale selllng p01nts in prov1ncial
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zapitals. It owns a fleet of lorries and vans and excellent Hcadguarters,
It now has an amnnual turnover of over one miilion rupees, in;contraat
with its first year's figure of. five thousand‘rubées ! During the years
that followed other areas which were producing vegetables also
organised themselves into cooperative societies, following the good
exampls of P;lugama. Thereafter it was but natural that a Urion of thess
éocieties should be formed to-do business on a wider scale than primary
societies could do by themsclves, i Union of huyricultural Producers'
Societies was therefore organised and registered in 1031, with its.
Headquerters at Colombo. TLis Union now has. a membership of over 230
societies all of them interested ir the production and marketing of
vegetables and fruits, The Ceylon Cocperative Producers Union has a
wholesale market in the city of Colombo not far from the private
wholessle market and wholeszle floors in four cutstations. It is
reckoned that over 100,000 cultivators from various parts of the

isl=nd ultimately sell their vegetable and fyuit through the Union.

The total value of prodﬁce handied by the Union during the year 1965
amounted to-l,927,000 rupecs representing a totsl quantity of
approximately 18,000,000 .1bs. This quantity represents appraximately

30 per cent of the entire wheolesale trade_in the city of Colombo,

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

1ssued loans in cash and kind to the societies. These loans are
ultimately_chaqnelled to the pro@ucers,themselves. Loans made in the
forn of fertilizer, insecticides and implements, are recovered at the

. Sules-point of the Union. ipproximately 50 per cent of the value of

each consignment is credited to the loan accounts, The Union has



also financed the pine-apple srowers of an arc largely given to this
through funds made available for this purpose by Government, A sum of
approximatély RS.?BQ;OOO has been issued to 78 societies represénting
about 580 growers and a total acreage of 1,500,
Ihe pfoductioﬁ of vegetables and their marketing on a cooperative

basis has attracted the attention of the present Government. It has
: béen given = veryvimportant place in the Agricultural'Duvelopment
Propossls of the'Mihistry of"ﬁgriculture. Encouraged by this the Union
hes set itself the ambiticus target of handling 70% of the entire
vegetable trade in Ccylon by 1970. To this end the Ugion 'is now’
engaged in plann@ng'ﬁroduction with the assistance of the Cooperative
and fgriculture Departments. It is belicved that if the Cooperative
Societies can be induced to plan their cultivation over a total
extont of 20,000 acres having due regard to sessons and varieties,
the Union will be in a position to reach this target.
9.  M.rketing of Paddy

| The produéfibn and marketing of paddy is naturally the most
important form of agricultural activity in Ccylon, -as rice is the
staple diet of the people .nd sbout 50-§er cent of the entire rice
requirement of the island is yet being imported from sbroad.
Cooperative activity in this field of marketing started in 1940,
during the war yeérs when the price of locally grown paddy was ;
in the region of Cts. 80 a bushel. Prior to the war, Coylon depended
to a large extent on imported rice to fecd its peOpie and therefofe
the local price was governed by the price ‘of the impértedchmmodity.

doother fact was that Ceylon rice was supposed to be inferior in



quality as compared with the gobdvvarieties imported from India and .
Burma, Therefore, the price of IocAlly érown pad&y Was very iow} The
need to got cven A few cents mére led to the formation of Coogerative
Paddy Marketing Sccisties. Much gr;und bad already been gained by

the Cooperative Credit Movemert. Thc formaﬁioﬂ of marketing cooperativzs
was therefors a natural deVeloﬁﬁéhﬁ. With the advent of the war and

the consequent problemé of rice iﬁportation,:there was 2 heavy demand

for local rice. To prevent msl-distribution the qugrﬂment introduced
"the Internzl Puvrchase Scihcme whichEQOmpelled.producérs t§ sell their
paddy to COVernmont ot a fixsd pricc of Rs,6/- ber bﬁshel and started
to ration the available rice. Thr poliéy of GOVQrﬁmeﬁf regarding the
purchase of paddy was altered after the War;>énd in piacé of the scheme
for the compulsory sale of‘paddy the GOVrrnmenﬁ set up é Guaranteed
Price Scheme in 1948, TLis was ﬁért of the éovérnment.effort to
increase food production so;as to curtail importéigs far as possible.
Under this scheme it was no longer cdmpuisory for the producer to sell
his paddy to Government and he was free to avail himself of tetter
prices in the local market. Thc Govéfhment‘aléo promotedfphe fermation
of Production and M.rkebting Societies on a large scaié. The main
objects of these societies were to finance mémbers for production
purposes such as the purchase of seed ind'fe;tilizer and tractor
ploughing;land the rates of interesﬁ:varied from 4 tc 6 per cent, The
Society also-proﬁided marketing facilities by cpilécting menbers!
produce under the guaranteed pricé séheﬁé and handing it over to
Qévernment. By 1953 thc number ofVCabperative Agricultural Production
and S8nle Socicties rose tc 709 with = perbership of 169,704. Tre value

of all produce handled was in the region of Rs,16,000,000. Tke
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sozplexion of the Cooperative Movement changed somewhat in 1957 when
there was a drive to conéert single-purpose organis;tions into Multi-
purpose societies and consequently all socicties in agriéultural‘areas
were able to give the fafmers not only consumer services but also
producer strvices, such ag the supply of manure and insecticides and the
marketing of produce., Tie picfu%e today is that there are 43
Auricultural Prouuction and S-le wocicties (which were not converted
into Multipurpose Secictics), 554 Multipurpose Societics engaged only
in agricultural work and 3,024 Multipurpose Societies enpaged in more
thanbone activity includiﬁg agriculture.

The Goverament lends to Cuoperative Sucicties all the money
required by cultivators for production purposes. Thc aﬁount so lent is
generally in the region of Rs.Z5 million a year, Up‘to 1963 répajménts
were very satisfactory the amounts lent and‘recovered being equal. Since
then more liberal lending together with an island—wideidrought in
1965 has resulted in only 23.5 per cent being recovefed out of the
total of loans given during 1965/66 plus the amount oufsﬁanding at
the end of the previous year. The position is therefore unsatisfactory
as fegards these years, although when the entire period of lending is
taken into account i.c. 1947 to 1965, the amount overdue is only 18
per'cént'of the total sum lent during the entire p-riod, |

- Tie total value ‘of produce handled during 1965 was Rs,324.8
million or Rs,22,.48 crores of which paddy accountéd for 33.315.8
miilion, vegetables for 3,3.million -and red onions for R5Q4.9'million.
The societies supplied agricultural requirements to the value of

Rs.12.4 million.
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10, Ceylon is essentially an agricultural country with age-old

custons associated with agriculture, Most of these customs are based on
the principle of the entire village cooperating to Carr& out certain
tasks. Thus the background is essentially one of Seif-help and
cooperation, The majority of the population, over 80% of them, are
country folk and their mainstay is agricgltures Therefore, the need

for cooperative agricultural marketing is very real, It has been

but partly mst, The results are satisfactory cnough to warrant a

firm belief that cooperative marketing in the sphere ol agriculture

has come to stay, in Cesylon,
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MARKETING OF AGRICULTUR.L COMMODITIES ON COOPERATLVE
B.OIS IN INDIL

Producfion,Aprocessing and marketing are the three pillars
of the &gridultural Econoﬁy;A Marketing is the pivot round which
rotates the well-belng of the Nation in general and the farming
community in particular, The Royal Commission on Agriculture (1928).
was the first body to draw pointed attention of the'Government to the
deplorable condition of the Indian farmer labouring under serious
disabilities and being exposed to exploitation by the trade in the
marketing of his produce in the following words:-

"The Agricultural Departments in India have done much to improve
the quality and to inercase the quahtity of the cultivators
outturn, but it cannot be sgid that they have been able to

give him substantiél help in securingAthe best possible:
financial return for his improved quality and his increased
outturn, Except to a limited extent, where improved quality

is concerned, they havevregarded the problem connected with

the marketing of his produce as optéide their purview. The
Co-operative Departmenﬁs,'again, have béen, too much occupied
with their primary functions of organising credit to be able

td devote much attention to these;prSBiéﬁé nor have they "

bsen sufficiently well squipped with the special knowledge
required for dealing with them, His intérests have, therefore,
in the main, been left to the {ree play of Economic forces

and they have suffered in the‘proggss, For he is an infinitely
small unit as compared with distributors &nd with the consumers
of his produce, who in thelr rzspective fields become every

'yeﬁr more highly organised and more strongly consdlidated;



It is their interest to securé from the producer the raw
material they handle or acguire at the lowest possible price,
Markoting is the sole.busingss;éf“the distributor, whéreas
fromufhe point of viow of'the'cdltivator it is apt to be
regarded as subsidiary to the production., The circumstances
of the average cultivator in India favour this attitude, His
"fdrming is still largely of the subsistencevtype."His sales
of produce are intermittent, His day to day concern is with
production and upon this . his attention must in the ﬁain be
fixed, The traditional lore and inherited experience of his
craft centre round the work on his holding; they are fbr'the .
mést part lnckihg on the’commercial side of the business.,
Until, therefore, he realises that, as a seller of fhe produce,
he must study the art of sale, either as an individual or
through combination with other producers, it is inevitable
| that he should come off second best in this contest with the
highly specialised knowledge and the vastly superidr resources

of those who purchase his produce.”

They further emphnsised that incentive for improveméﬁt
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 of the
Agricultural Marksting idvieere at the Centre in 1935 and the
Marketing Organisations were started in almost ~11 the States with'
a view to improve the marketing system, The importance of markeﬁiqg
in agricultural'sphere has élso been stressed time and'again. But
upto the time this_country achieved independence the efforts in the
cooperatiﬁe sector mainly CeﬁtOrcd around to the supply of credit
to the farmers and the activities in the sphers of markotingvﬁnd
processing were negligible. But after the indcpendonce, it was

roalised that cooperation is indispensablc instrucment for planned



dsvelooment of the economy of this country and its importance was

further emphasised in the followihg words:-

"In 2 country whoze economicistructdre hqs.its roots in
the villages, coopcration is'somefhing more than series of
activities erganiscd on cooperﬁtive lincs; basically its
purposc is to ovolve a systom of coopera*ive ccmmunity or

organisation vhich stretches uppon all asvects of 1ife."

It will not be out o place to montion that the planned
dovslopment of cooperative marketing were drawn up during 8ccond
Plan with the objéct of obtaining integrated development in the
field of creditb, marketipg and. processing in accordance with the

rcoommendatibns of the 411-India Rural'Crodit~Survey Committec,

‘ Nntional‘Cooperative_Development and Warchousing Board
was organised by the Government of India ns recommended by 4ll-India
Rural Credit Survey Committee isport, 1954'and‘subsequently it was
felt that it was necessary that the'MiniStry.sbould>be linked with
the orczramme no£ bnly of development, storage, wéréhOGSing and
distribution, but sct up eome organisation ponnépted with the
coopefative movemenf for proper planaing, financing‘and coordination
so that cooperative marketing, processing and other cooperative
activitics may be properly developed and thus N&tional GCooperative
Development Corporation was constituted under the NODGC ict, 1962,
and thus succezded the National Goop. DeVélopment & Warehousing

Board,

National Devalopment Council’s Resolution on cooperative
policy, 1958, also emphasised,tbe role of village codperntives in
the rural economy, 'The Industrial Policy Resolution (1956) had
,eaflier emphasised building up.a largé, growihg public sector,



In view of the re-organisation of services such as credit, mar-
keting, storagz, distribution, cooperative production and -diver-

sification of occupational structure becomes imperative,

. Systematic progrqmmc;of cooperative markoting was
undertsken during the Sccond Plan period for organising 1800
primary marketing socistics covering most of the important mark ots
in the country, They wer: <lso provided with necessary finanéial
assistance., Thaso weore linkcd with Lpox Marketing Societies in the
various States and Union Territorics. National .gricultural
Cooperative Marketing Foderation of ipex Markoting Socicties was
also started during the Second Plan, Share capital contribution was
mad: to these societics and assistance towards managerial cost was
also made available. Loans and subsidies were also given for cons- |
truction of Mandi godowns and rural godowns, it the end of thé\
Seond Plon, there were 3108 marketing socicties though somc of
them did not do marketing, acitivtics, but were =2gencics for the
distribution of fortilizers and other agricultural roquisites besides
advancing loans to the wmembors against the pledg: of producc, Hence,
during the Third Plan, stress was 1laid on consolidation and davelop-

ment of socistiss which had already been organised,

544 ncw marketing socictics were to be organised in markets
:not covaerad at thce and of the Sccond Plan and thus 1t was aimed

to have a marketing socicty at each of thc Mandics in the country.

During the yenar 1961-52, about 2000 primary marketing
socicties undertook the sals of agricultural produce amounting to
Rs.60 crores, Other cooperative socistices such as Sugarcane supply
socicties, Sugar factorizs, Rice Mills, 0il Mills, ete.. also under—
took the sale of agriqultural commodities., Under the Third Plan
the total sales were cxpected to go upto Rs.360 crorecs by 1965-66,



Th: Third Plan prbvided'fbf construction of 729 mandi~lcvel godowns:®
snd 9325 rural gédowns and there was a provision for 30 cooperative

cold storage in various States in the céuntry‘

During ths Fourth Flan, the cocperative sector cnvisages
alround cxpansion in their activities., The target for marketing
of agriculturalvproduce h~s been szt up at Rs.850 crores., It is
also envis%ged to zstablish 450 naw cooperﬁtive mirketing socicties
during the same period. Tho following statement gzives an idea nbout
the number of cocpurative marketing socicties during the yoars
mentionod against thom <nd by the ond of the 4th Plan, viz. 1970-71 :

Yeoor ”Total No, of Coop. Mktg, Sociectics
- 1960-61 - 3108
1964-65 3234

1970-71 3684

Since procossing and marketing go hand in hand it is
esscntia1~fhat cooperativs précessing should also be developed,
.By the ond of Szcond Plan, 34 cboperative'sugar foctories out of a
totsl of 41 were in production, (in the course of Third Plan some
more Tactorics were expectgdfto'be established) bagides 127 cotton
ginning =nd pressing units, 164 rice mills and hullérs, &4 oil
mills, 12 jutve balinz plants, 51 groundnut decorticators and 26 |
(bosides 20 sugar—cane crushers) other units were assisted during
the Second Plan, During the Third Plan, 840 codperative processing
units'bomprising 48 cotton gins, 36 rice:mills, 411 riec hullcrs,
over 29 jute baling plants, 33 oil hills, 63 groundnut dccorticators,
77 fruit canning units (small and lgrge) and 220 other‘proceésing

units were proposcd,



If the cooperative marketing'ﬁtructure is given to the
grower, ths bencfit of best price obtained in the most favourable
markets,‘trade practicesAto be adopted should be of such a typc which
involved gradinz, pooling and bulking of tho produce and finally
sale in the mos£ favourable markets. Such a system pro-supposes
that the produce brought by an individunal grQWer would be sorted
into grades and he would be given an amount ns on advance price,

The produce of each grddes would then be poolad, processed and
finally disposed ofAin the most Ffavourable market over a period of
time, At the &nd of this period the grower will be paid poeled
price based on the gross zarnings in respect of cach grade after
deducting nccessary incidentals snd handling charges by the coopara-
tives. Though £his gsystem obviously safeguards the cooperatives
against risk and cnables the marketing cooper~tives to negotiate for
a good ﬁriéé in thé most favourable market on the basis of large
quantities. Such éh arrangenent has its own problems, Under condi-
tions ohtaining with-in this country and besidzs linkage of credit
with marketing, it was felt nocessary that out-right purchases of
agricultural produce mzy have to be undertaken by marketing soci -ties
as a m&tfer of "necessity" but not as a matter Of'"preferénce" or
general policy, Simultaneously, with the introduction of outfight
purchases, the marketing cooperative socicties udiertaking‘outright
purchasss were to be supported by the State Government by'contri—
bution to tha Spaéial Price luctuation Fund to be maintainéd by
each of such society in the light of the recommendation made by the
Génférencé_of State Ministers of Cooper-ticn held in New Delhi in
Oc'::’lcober, 19‘61'_. 4 system of outright purchasecs was introduced in
1200 selected socisties in 1964-65 ond in wnother 300 sociebies during
‘the yédr 1965-66, This outright purchases of agficultﬁralipféduce
will holp the producers on the onc hand and consumers on the other
through internal distribution »nd some of the-commodities may be
exported outside the country and thus the cooperatives may play its

role in the export tradc by exporting some of the commodities for



which there is an established market,

As stated;earlier, rehuilding of agricultural economy

in this country can be best achieved through cooperatives, but it
is’necessary that the supplies of inputs needed by agriculturists
cre made available to him'aﬁ reasonable rates and expeditiously and
thatihis produce ié sdld 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 6f his produce and arranging supplies of
~ inputs and other necessities needed by him, The cooperative -
movemént has to subserve these needs of the farming community. With
this view in mind Government took due steps to organise and strengthen
the cboperatiVe 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 codperatives 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 societiss at the
national level is serving its constituents by helping them in
tinding outlet in.the internal and international marketgufor the
commodities handled by the cooperatives as well as in obtaining
suppliés 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

" respect of buginess 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 thehn



to markets where they may find favourable ﬁrice. The Federation

from its inception has been making‘attempt in accelerating the

novement of the produce from the'producing areas to consuming areas

with a view to obtaln better price for the produce and thereby help

the producer as wéil as ite constituents. Branch offices have been
. opened at Delhi, Bombay and Calcutta, the main intefﬁal consuming

- centres of the agricultural produce.

The Federation is also undertéking fhe éprr£ of'ég%iéﬁltural
commodities like Pulses and is planning to partiéipéte in thé'y
export of agricultural commodities like ground-nut and cotton
extraction meal, Cashew Kern:ls, Tobacco, Chillies, Spices, Onions,
Fruits and Vegetables products, ete., énd pfogfessively take up
importsiof agricultural implements and machihery required by farmers

in the country.

The Federation with the setting up of the following
promotional cells wiil be in a better pbsition to subserve the
needs of its constituents in respect of various aspeéfs of marketing
of agricultdfal produce inside the country as well in the inter-

national market,

1) Market Research & Market
Intellicence Cell,

2)  Agricultural Inputs Cell.
3)  Pruit & Vegetable Processing Cell,

Though international trade has got its own inherent
risk and for a body like the Nafed they are morg when wé conéider
the strong foot-hold alreedy gained by the privateatrade,in‘foreign
countries and who are well-equipped‘in,respéct 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 ¥,0.,D.C. has been.gearing up its machinsry to. take up
tha work connect.d with mariret research and market development
besides collection of market intelligence needed for such type of
activities and has been able to axport about Rs.l crore worth of

pulgses during the current yqar,



COOPERATIVE MARKETING IN JAPAN

Y. Hasegawa

Chief, Planning Section
Natiocnal Marketing Federation of
Azriculibural Cooperatives, Japan
Tokyo

ICi EXPERTS’ CONFERENCE ON COOPERLTIVE MARKETING
January 15-21, 1967, New Delhi, India,

Jointly organised by

INTERNLTIONAL COOPERATIVE ALLIANCE , NATIONAL COOPERATIVE UNION
Regional Office & Education Centre OF INDIA
6 Canning Road, New Delhi-1 72 Jorbagh, New Delhi-3



COOPERATIVE MARKETING IN JAPAN

Y Hasegawa

Chief’ ‘Planning Section
’Natlonal Marketing Federation of
Agricultural Gooperatlves

Tokyo. Japan

 a—————

‘I. Organi. '§ ation of Marketing Agrlcultural Coopera ives

In Japan there are- 23 846 agrlcultural cooperatlves with or without
' capital ‘stock as of the end of March 1965. Only the cooperative society
' with capltal stock can engage itself in marketing, purchase, credit, mutual
insurance and other activities, and is called mult"~purpose agricultural
cooperative. There are 9, 135 such cooperativess As of the end of March 1965
the multi-pﬁrpose cooperatives have 5,834,000 regular members,.which
means almost all the farm houscholds are tlic regular members of the
mﬁlti—purpOSe cooperatives, for there are roughly six million farﬁ households
in Japan. The busincss area of thesé multi-purposs. sooparatives is
usuelly émglier'than a minicipality {(administrative unit), and there
aretmulti-purpose cooperatives in almost all the cities, towns and villages.
Those agricultural cooperatives: form federations and. contribute
the nationwide organiSations; There are, as of the end of March 1965
and includlng thosc without capital stock, 747 municipal federatlons
whlch cover the area smaller than a prefecture, 312 prefectural federatlons
“ 'and 26 ‘national federations, giving the total of 1,089. Among the
' munlclpal federations are-265 livestock federations, 246 sericulture federations,
72 rural industrial federations and 89 horticultural federations. The
orefeotﬁral fedérétions include 41 live-stock, 47 economic, 46 credit,
A mutuallinsurance; 37 reclamation, 28 sericultural and 20 welfare
feder%fioﬁs; The sixieeﬁ out of the 26 national federations are engaged
*in mérketing businesses and most ofothem are specialised federations
fwhich deal with' epecific commodities.. As & federation which handles a varlety
. of agricultural and live-stock products extensively, there exists
the National Marketing Federation of iLgricultural Go)peratives‘(Zeﬁhanren
for short). _ . ‘ . |
The Marketingﬂoﬁeinessvof“eéfdculfﬁrai'éoopefofives in Japan
usually fall on this route : multi-purpose agricultural cooperatives (in
‘ towns and villages), economic federatlons (in prefectures), Zenhanren
(on nation-wide stage) A small fraction of such businesses, however, is

conducted along the series of specialized federations.
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II. The Role of the Marketing Businaas of Agricultural Cooperatives
and Joint Marketing

The marketing bu31noss of the Japanese agricultural cooperatives
first appeared as a farmers” self—protectlng organisation against the
commercial capital. The organisation finds the significance of its existence
as the defender of ‘the farmer as-a small ‘seller ggainst the trading capital
in the attempt to establish order 1n the 01rculation of agricultural product:
and to clim1nate 1ntermed1ary profitecring, and it makes every, effort to realy
the farmers s proper net price. Woreover the organisation can contribute
“to the natlonal economy through the ratlonalisatlon of the economy s
‘c1rculatlon process.
(:The Japanese agricultural cooperatives take great interest in

;puttlng "joing marketlng" 1nto full operation as the marketing measure to
make the most of their organisational power, The marketing of the organised
agriculturnl cooperatives is- carried out through this "joint marketing".
‘ " In order to bring into the commodlty market the petty farm products
which are scattered and isolated from ‘the market, these agrlcultural
products must first be coliected in large quantitids. If this collection
1s left to the merchants, there is the p0531bllity of unfair intermediary
\profiteering. To elimlnate this disadvantage, the fanners can concentrate

on their own agrlcultural cooperatives and deal with larger markets through
these cooperatlvos Even if the fam products are gathered in this way,

a variety of selling conditions on these products w1ll nake large transactions
impos51ble. The unconditional sales consignment to ‘the agricultural 1
‘cooperatives makes bulk marketlng really effective, It will also be possible
to regulate the sales 1n order to cut down the intermediary expenses in the
clrculation process and to secure the stable net proceeds for the farmers.

“Thus the Japanese agricultural cooperatlves are promoting the "joint

narketing based on planned, uncondltlonal consignment! as the effective.
neasure to market the farm products profitably.

MIII. Prod ctlon d Sale ~the Japanese Farmers R i
| |

The Japanese agriculture has been centering around rlce, mlscellaneow
cereals, and taros and potatos. “In recent years, however, there has been
a rapid growth 1n vegetables and’ frults and livé-stock due to the change
in the general consumption pattern. - The following are some statlstics
on major fam products for thé year of 1964. '
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(1) Mﬁjéf férﬁ prodﬁéts'éhd outpﬁt

(Thousand Mt)

Rice

Wheat, barley, oats, rye etc:

Sweet and while potatoes

Vegetables

Fruits

Live-stock products - meats
- omilk

12,582
2,521
8,011

11,726
L4614

562
3,054

(2) Percentage of Output in Value :

(Thousand Mt)

Rice 45.1%
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 farm products sold to Production :

A Rice . . - 66.1%
Wheat and barley 84,.7%
Sweet and White Potato 81.9%
Vegetables 79 4%
Pruits - . - 98.8%

oL -Milk 98.0% .
. Eggs 86.2%
Meats 100.0%
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4. Ratio of Sales Income per farm household

. Riee. v , ‘ , 37.4%
'wh¢££ﬁaﬁd barley «w,.\- e L 2.
Sweet and white potatoes ; : 2.0%
Vegetables and Fruits o s
. Live-stock products :'.. o 25.7%
Others . 14.7%

| Total ' 100.0%

 The circulation of rice is under the govermment _control and the
transactlon in the general market is. prohibited. "The amount of rice sold to
the govermment in 1964 was 6,872,000 ton, out of which the agrlcultaral
cooperatives handled 6,428,000 tons or. 93 5%

" As to the other major farm products,‘the ratlo sales through

the agricultural cooperatives is as follows @

Utilisation of Agricultural Cooperatives by
Farmers (national average for 1963)

| % " R
Barley o 8Ll.4 éi . Orange 69.3
Rye 82.5 n Apple 42.5
Wheat 69.5 © I ..  Silk Cocoon 89,2
‘Soybeans’ " “45.9 n Wik . 781
White Potato 59.2 ii hen’s egg 36.8.
Sweet Potato 50.2 i Pork meat . 32.8
Onion " 52,7 0 |

. As shown in the above table, the utilisation ratiodof the -
cooperatives by the farmers greatly varies according to the items, which
implies that the jointmarketing by the agricultural cooperatives is not
carried out’ systematically. Take fof instance such items as oranges, apples
milk-and hen’s epgs: which are - sold out almost entlrely._Whllu eranges
(69.3%) and milk (78.1%) show high utilisation ratlos, the ratio is low for
apples (42.5%) and hen’s eggs (36.8%). There exists a noticeable contrast



‘beﬁﬁéen the apple’s low and orcange’s high ratios in ffuits 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
cooperatlves ere active or not in a roquctlve producing district. As

the joint marketing: procezds and especially as thore are more marketing
activities direetly connszcted 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 revealedsthat the
increase in the guantity sold due to the expans1on of productlon is

the chief cause for the increasc in the utilisation ratlo Moreover, left
to the future consideration is the tendency that the cooperative utilisa-
tion ratiom has risen more for those farm products whose prices have
declined relatively more or have remained low as the production increased.

V. Salcs of the agricultural cooperatives and utilisation of the
¢+ agricultural cocperative organisations (for 1964)

When we look at the-mar oting bu81neSSes of the agricultural
‘cooperntlvas in terms of the value of products handled, the unit
 agr1cu1tural cooperatives recorded, 1,025 bullion yen, the prefectural
cconomic federations 831 billion yen and Zenhanren 759 billion yen., The
rclative share of rice, wheat, barley and the like is very large in the
marketing of the agricultural cooperatives., While rice, wheat and
barlay constltute about half of the selling proceeds of the farm
houschelds, the share of rice, w wheat and the like in the total sales is
as high as 64.4% for the unit coopsratives, 76.746 for the prefectural
cconomic federations and 89,8% for Zenhanren., -

The value and volume of dealings by the unit cooperatives, prefectural

economic federations and Zenhanren are ag follows:



Value of dealings by unit cooperatives and prefectural
economic federations,

(1964, in million yen)

Item Unit Co- Prefectural
operatives economic
federations
(total) (total)
Rice 614,265 597,300
Wheat, barley etec. 45,641 139,857
Miscellaneous cereals 13,804 9,345
Repcsceds 2,325 1,993
Suest and white potatoes 24,125 23,193 ,
Cocoons 31,424 1,746
Vegetables and fruits 114,527 54,419
Straw goods ‘ 3,384 . 1,362
Forest products 9,990 3,767
Livestock products 129,791 84,788
Others 35,535 13,339
Total | 1,024,811 831,160
‘The following tables shows the business of Zenhanren
Articles Unit Volume Value (Mill.Yen)
Rice 1000 Hyo 107,235 636,121
Wheat etc. 1000 Hyo 17,715 Lty 4S54T
‘Rapeseeds 1000 Kamasu 638 1,988
Seed potato 1000 Hyo 1,128 1,304
Dried strips of v , o
sweet potatoes lOOQ M/T _ 65 2.005
Sweet potatoes for /e
industrial material 1000 A/l- - 148 1,079
Sterch 1000 M/T (1000
rolls for rope) R4 11,600
Straw goods 1000 sheets for
straw sacks, 11,242 692
Hen’s eggs 1000 M/T ' 129 21,856
Charcoal 1000 Hyo 2,478 985
Vegetables & fruits -- - 20,577
Meat livestock 1000 Head 424 10,395
Others 5,648
Total 758 ,8C0
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The actual merksting is carried out, as a rule, on consiznment
from unit cooperative ﬁo.prefectural economic federation and from
profectural cccnomic federation to Zenhanren, ILa other words, consignment
to higher organisations is adopted, except for spécial small markets, in
order to conduct profitable marketing utilisation of the organised
marketing routes, Tbé ratio of consignment to a prefectural economic
federation by'unif cooperatives and to¢ Zenhanren by prefectural economic
federations are 89.0% and 87.0% respectively., The ratio of consignment
by item is as follows:

" Ratio of consignment to higher organisations

( 1964, in-percentage )

Item Uai%.coop- Prefectural sconomic
aratives . federations
Rice 199.3 100.0
Wrot, barley ete. - 97.5 - 92.0
Migcellanous cereals 69.0 18.0
Rapcseeds ' 871 | ’ 9% .2
Swiet and white potatoes 82.2 67.5
Gocoons 84,1 -
Vngetables ‘ ‘ 64 .9 : ' 47.9
Froits _ 78,6 66.5
Straw goods 53.3 - 629
Livestock products 62,7 - 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, wheat,
barley and the like for sale, As to the other items, the utilisation
ratin is fairly high except for some items.

The ratio of utilisation of the marketing routes by the prefectural
scononmic federations_is nearly ons hundred percent for rice, wheat, .

barley and the like as in the case of the unit cooperatives, and it is
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fairly high for rapeseeds, potatoes,.straw goods, fruits and vegetables.
The ratio is less than LO per cent for the other items, which shows that mor
than 60 per cent of the dealings by the prefectural sconomic federations is
sold outside the cooperative marketing routes. Awong the rest, there is

a remarkable contrast between the telatively high utilisation ratio for
miscellaneous cereals, cocoons and livestock products on the unit
cooperative level and the low ratio for the same items on the prefectural
level. On the whole, however, the utilisation of the agricultural
cooperative organisations is improving year after year.

VI. The Cooperative Marketing in the Future

' The consumption pattern of agricultural products is undergoing a
great change.in Japan. Also inevitable is the quélitative change of the
.agriculture itself, The future development of the Japansse agriculture
will centre around vegetables and fruits and livestock products for which
a pbenomenal demand expaﬁsion is oxpected. The important future problems
in the marketing businzsses of the Japanese agricultural cooperatives
are (1) increase in the production of vegetables and fruits and livestock
products; (2) more rigorous activities in the production sector; and -

(3) expansion to the prodessing sector,

Thus the agricultural cooperafive has drafted the long rarge
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,_(z) to foster cooperation and bring up major producing
districts (3) to promote thé ﬁtilisatiﬁn of the agricﬁltﬁral cooperative
organisations and planned“marketing,_(A)_to expand stable demants end
crcate new demands (5) to establish agricultural and livestock pro-

cessing busincsses,
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INTERN L IION WL COCPERLTIVE ALLIANCE
fepichal Office & Education Centre for Scubh-fast asiz
6 Canning fo=d, New Delhi-l. India

IHE PRESENT POSITION CF ‘;GRIGULTUR‘& -COOPERATIVE
MaRK-TING IV THE REPUBLIC OF KOREA

1. INTRODJCTION

In rscent years tue promction of external trade ameng the wsian
countries thrcush cooperztive organisations in South-Exst wsia has been
wilsly discussed.

This ildea has considere:ble merit since it would stimulate development
‘of the ceoperative mcvement, help the balance of trade, as well as to
enhancs friendship amsng member countries. On fhe basis of thess three
criteria alone, this idsa is worthy of being put into affect . Neverthe-
less, the subject in questicn has not zine beyond verbal discussion and
tthe practical implementation is expecte to ba leng in coming.

What are the causes withholling the realisaticn of this idea? There are
a number ¢f reascns to explain the rettrd¢t1Jn One of the major
reiscns, nowevar, 1ls that cocperatives of ezeh country have fziled in

fully grasping the conditicns prevalsnt in othbr countries as the

result of demestic emphasis on alignment, strengthening, and improvement
in efficiency of the intemal organisitivn ¢f ccuperative movement.

This paper hzs as its purpese providing delugates from member countriss
with information a2bcut Korés and its xbrlculture, especlally the area
uf agricultursl cocperative marks tln

In the first place this paper will de scrlbc the prpsent situation of.
agricultural prcduetion in Kcrea and the structurs of marketing channels,
and, than, it will Jescribs the present status of the export of agricul-
tural products. Finally brief mention will bs made about agricultural
coovperatives which are expectel to pl,y decisive role in cuoperative
trme in Korea. ' S

. QUMMRX OF A(:RIGJLI‘JRAL PrlODL'GTIO\I

- 2.1 Status of Major “Jrlculturql Pruiacts

The Republic ¢f Korea is lucated in ‘the temperute zone and has a mono-
‘erop. culture hased on the producticn of rice. Barley and other grains
are also grown. These grains are the leadin: staple food for the people
of Korea.

In spite of the otructurll limitati.ng of the wSrlcultura.l system
mentioned abeve, the other kinis of agricultural products have been
consilerably ificredsed in recent years due to the rapii 1ncr¢ase in
demand for products at home and abroad.



Even though thé guantity of producticn of thess products shows, mere or
less, srritic mcvement, the gensr:l level of production has been increasey
from 1962, tue first year of the Five Year Economic Development Plan
(1962-1966), t. 1965.

‘The pro: Juetion of pctatoes, in risp nse te @n increase in the Jemand for
starch and raw materials for sthyl zlechel, has mcre ssed by 160 per cent
“in 1969 in ccmpariscn with 1962.

The annual prU 1u.ctlon J‘ food erops in Korea can be seen in Table No.
One.

TafLE I ¢ Producticn of Major Fou'! Orops
{In 1,000 M/T)

Clessifics ti n 1962 1963 1964 1965 " Increase frum
1962 t. 1965

‘Rice - . 3,015 3,758 3,954 3,500 161 %

Birley 994 305 104 1,281 28.8
Puise 156 156 - 163 174 - 12.0
Red Bean 16 15 17 16 5.2
‘White Pctate ; 300 23 ‘428 ' 436 41.1
Swest pobato 645 787 1,485 1,679 160.1

‘5ource: Ministry of .gricalture und Furestry, The Yearbock of auriculturs
:nl Forestry Statistics, 1966. pp 146242 - -

‘ab the simeg time, production cf ma2in fruits has clsc shown general
tendency to incresase, as. can be noticed 1n uole ‘\Tumbﬂr Twe .

'__

[adlLE E_ ¢ Prod uctlun Jf Mam Frults

Item Unit 1962 . 1963 1964 1965 .  Increase from

| 1962 « 1965
apples  M/T 118" 110 125 167 - 4.5%
Pears i ) | 27 I 28 40 - © 4542
Grapes " 8 6 11 - 19 147 .5
Perches M. 20 19 3 s, 177.0
Chestouts = Ltr. 1,092 1,539 1,657 &,985 8.8
Walnuts no 246 176 114 405 646
e _

Source: ILbid. pp. 248-249
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Durin; four yzars from 1962 to 1965, apple pruducticn has incre.sad by

41 per cent, pears 45 per cent, and grapes and peaches 147.5 per cent,

and 177 per cent respeckively. The rate of increase in the producticn

of these products is bu great that no other comparable previous rate of
increase can be frund. In addition, swelling lemand for chestnuts and

walnuts on the part of foreisn countries can be explained as the cause

¢f increase in the production ¢f these prcducts.

"Tn the meantime, livestccks do not show any ncticeable increase. The”
number cf cuttles hus been fixed arcund 1, 250 - 1,360 thousand heais,
and the number of pigzs around 1,500 thousand

Especlally, the number of piss and the preducticn of eags, which once
amounted ne:rly tc 900 millisn in annu2l quantity of production, have
shown decrsasing teniency in production in recent yeurs.

Such 2 decrease in the number of existing livestocks is lue to the
instablity of prices of fesd stuffs nd increasing demand for meat on
the ¢ne hand, and due bv the s.vernmental pelicies tc place emphasize cn
(1) the quulity rathsr than un the quentity of livestocks in mesting the
improved tastes of consumors, (R) on saving food stuffs, and (3) on
foreign trade, vn the cther h nd.

Tadh® III ¢ Numbzr of Major Livestocks

{(in Th.usand heads)

Ttem (1952 1963 1964 1965 Increise or Jecrease

from 1962 to 1965 -

Cattle 1,252 1,363 1,351 1,313 4.9 %
Ple 1,671 1,510 1,255 1,381 17.3°

Scurce: Ibid. p.260

~.In the cultivation «f igriculturzl proiucts which ure to be used as

~raw material for industrizl preduction, except for cotton which shows
gradual decrease in producticn due tu heavy flow-in ¢f cheaper US .

cotton, anl castor bean the proiuction of which is reduced to the minimum
level becausge of unusually bal erVbSt, the seneral producticn level

has been much increzsed.’ S o

Espedially, an ineresse in the production of ramie, flax, tobucco,
cocoun, ebte. is remarkable. These phencmena h:ive very important impli
cabicn in the sense that an increase in the pruluctiun ¢f these crops
~not only aoserbs unemploysd labour becauss of their intensive character
but :lso contributes to the improvement of fam income.
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l*ﬁbu IV : Loriedltural Production for Industrial Raw.Materials

{In metric ton)

‘Ttem -~ 1962 1963 1954 1965 © Increase or
‘ ' . o Jecrease (y) from
1962 - 1965
Cotton 17,614 11,975 12,723 11,816 ¢ 329 %
Ramie : B4 9g2 865 1,725 103.7
Flax 467 424 481 . 745 - -59.5.
Hape seed” = 5,309- 1.814 5,153 - 6 021 . 13.3
GCastor bean ) _ o _ _ . g .
seed ’ 2,463 2,603, 2,823 7 2,362 Y 4.l
Tobaces 35,828 20,008 49,09 . 56,053 60,0
Soeoon . 5,513 6,162 5,842 7,767 . 41.0 -

Source. Ioid PP 454—255

Am"nd thege products, tobacco and cucoon are the leading exportﬁltems,
and, thersfore, it 1is almost certain that the pn)iactlun of these crops
will continue tu increase. = . N v

Finally, in regard to the marine products. such as.laver, shrimps, vyster
“etec., their pro- iuction has been remarks bly incresased. Such increcse can
be explained in terms of -increase in demcnd for them on the part of
foreisn countries and néw and ‘improved method of eiltivation. Other
items which have strong overseas demand zre cubttlefish, anchovy, fresh
fishes ete., but taa cateches of them snow severe fluctuation from ‘year
to yelr.

dLE V ¢ Production of Mzjor Expertible Marine Products

(In thpuéand,métric tons) -

Item ~ ™ ' 1962, 1963 1964 - 1965 . Increase of

- N o " decreazse () from
| 1962-1965

Laver Lo 17 11 10 . © 1316 %

Oyster = - 7 53 32 45 536.0

“anchz vy oo 47 32 36 - 58 ‘ 23.9

Shrimp-*’ 19 - 12 15 v 14 § 24.0

Cuttlefish - 57 117 87 65 - 133

Source: Minlstry of nprwculture and furestry, Ths Zezrbook of nﬁr;
cultural Tecnomy, 1966, p./o

2.2 Commercialisation of agriculburzl Products

To what extent are the leading azricultural products commercialised?
4s we can see from the following tables, the commercizlisation ratio of
major food crops is setting hl'ner and hisher year after year.



The reasun the commercizlisa tlvn rstic of barley falls behind that of
rice is as followse urban ansuners tend to prefer rice to barley for
their food ani Cunsequently the price of rice is likely to be more
favourable relative to barley. Producsers, therefore, -tend tc cohsums
-parlsy themselves and put most c¢f their rice to market.

TadlLE VI ¢ Commercialisation Ratio of Major Foold Crops

(In percentage)

Itemn 1963 196/ ‘ 1965
Rice ST 36,2 TR 47.8 - 9.9
Barley - 15.6 © 137 2.9
Scy bean - 19.7 - 33.7 27.9
Red basan _ CoAla ‘ - 20.0 30.1
Wnite potatc 1.0 . 184 26.8
Sweet potato - 2.0 . - 38.5 414 .8

Sources National a: riuultur:l VJoperktlve Feﬁexwulan, 4 3urvey Report
on erkstmJ £nd Furchasing Conditisns of Form Houssholds,
1964-1965

Hizher ratio of commercialisaticn of soy beans is partly due to the
increise in the military demand for them in recent years. another high
atic can be found in the producticn of sweet potatoes. is we mentioned
previousiy, incrsase in the demand for -sweet potatues as raw material

in the procsss cf production of starch and ethyl alcohol caused the
farmers to expand their proiuctive capacity in meeting additicnal demand.

The highest ratic amons ziriculbursl produchs can.be seen in fruit items:’
the ratio of such items as apples, pears, grapes, and peaches reaches
nezrly 99 per cent.

TabLy VII ¢ Cummercialisation Rutio of apples

(In per centage)

Ttom | 943 I 1965 -

apples 954 9o 99 .2

Source: NiCF, TheReport on the Pro: Tuction Gost i Income of Gash
‘ Crops, 1966

Bspecizlly, most of the industrial crops 2re commercialised in this
ccountry and this is e tc the-chiracter of the crops and purpose of
their cultivation. The low commercizlisation ratio of cotton and peanut
can be explained in bterms of large quantity of homg CJnsumptlon. In
*4«~t10n, flax, rape seed, castor bean, tobacco, and cocoon are
smnercialised almost one hundrel per cent.




TaiLR VIlII : Conm@rcialisation Rztic of Cetton and Peanut
: . . L4

(In percentage)

Ibtem 1963 1964 1965
Cobten 75.0° 66.2 55.1
Pegnut 47.5 . 53.8 . 32.2

Scurce: NaCF, The Report un Marketing and Purchasing Genditions
of Farm Households, 1963-1965

Finally, the commerciaiisation ratio of egas among livestock items and
that of marine products are guite contrasting. In the case of eggs as
shown in the followinz table, the ratio harily sxceeds 60 per cent,
whereas all .of the narine products are com'nerclallsed

I..AL IX ,qumextclallsatlon Ratio of Eogs

) . o _ | (In oercentage)
Loon 1963 - 1964 1965
Bass 492 516 | 56.8

Sourca: Ioid

2.3 Bxports of Agriculturalv Preducts

The zmount of export of agricultural products in Korea has rc-cently
been increising year after year. . -

The total mgunt of export increasel from 24 million dollars in 1963
to +2 mllli n dollars in 1964 which™was a 74.6 per cent incref*se

The increasgs of Axport of agrlcultural products showed somewhat in, 1965
when a 19.8 per cént increase ovar the previous year was achiesved. '

If we break down these products into ccmmedity groups, dndustrial crops
wvecupy the first place woich is followed by marine products. The live-
steek group shows consi o[‘:z.Dle decrease and gecupies the bottom
pritlul’l- ’ : . ,

Grein and fruit products can also be broken down into groups. Foreign
murket for Korea rice is available mainly: in Japan, and red beans are
mestly scld to Japan and Hong Kong. wpples, chestnuts, wnd walnuts are
the main items of uXpuI't of fruit produets. In case of apples, most of
the demand comes from the Republic of Chmu, Chestnuts from Jaepan and
the Philipprines, and walnuts from Jupan. .
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Korea alsc exports cattle .nd pigs to Japun and Hong Kong. The export
however is limited in scale. Other letzailed infurmation concerning
important commodlty grcups can be geen in the following two tables.

IARLE N0: X Bxport of egricultural Produchs

. | (in thousand US §)
Item 1963 1964 . - 1965

Grains , 165 2,381 4y 340
Fresh vegetables 274 303 224
Livestock 3,781 1,067 19
Industrial crops 11,252 19,078 - 27,650
Marine pruiducts 8,071 19,335 18,264
Totels : 243143 4 42,164 50,49’7

e

Suurce.‘ Ministry of Finance, Thse Yearbook of . Fornlgn lrade St"tlSthS,
1964-1966

TaBLE XI ¢ Bxport of Principzl apccul Pror‘ c’to ani Qthers

(m thbusanl Us $)

Ttem 1963(a) 1964  1965(3) B principal dmporting
: & . counbries )
Raw silk 4,92 5,373 6,091 51.2 % Usi, Ttdly, Japan
Mushroom - 222 556 208 34.2  Hong Kong, Thailani
R | Japan.
Iobaceo 204 140 553 171.0  W.Germany,Malaysia
@ ' : : © .Netherland
Ginseng 430 1,154 1,877 336.5 dong. Kong, 3ingapore
‘ o ' Japan
Radix angelical96 | 281 73 - 62.8 HK,Vietnan,Thailand
V - T N k)
Pf’;ﬁi"fd 5,833 11,35 18,037 209.2  US, Gansda, Japsn
vRush':pm.:lucts 53 63 .. 128 - 141.5 US4, Japan, W.Germany
Bamboo - ] - ‘ ’ N ,'
homdieraft 22 114 '193 777 .2 | W.Ge‘_rmany,- U84 ,Japan

Sources Ibid.
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3. MARKETING ¢ SYRUCTURE OF “q%IGdLFURAL PRODUCTS

3.1 Marketing Channels for Agricultural szducts
In bterms of gquantity, rice mnd blrley are major preducts, and, conse-
\quently, they dominate the marketing chamnel. Since these are the most
importznt food consumpbion items in Korea, govemment exercises consider-
able control over their marketing. Marketing of rice and barley is
cunducte.d both by government,anﬂ nen-government agents.

Government obtains = certain smount cf zrain stocks f\r the purpose of
influencing-demand and supply unt thormf re the prices of the staple zrains.
acquisition .and disposal cof these stocks is under direct government control.

On the non-governmental side, the products are circulated either through
commercial markebting chrmnel or threcugh agriculturel cooperative marketing
centres. However, the lurse part of marketing activities ars cunducted
through the former in which wholesalers are perfoiming an important
funection.

On the othsr hand,uﬁdrketing of sweet potatues anid white potatces depends
mostly on non-governmental agents, with the reslisible exception of sweet
potatuesy; for-which goverament takes sporiic intervention with the purpuse
of price stabilisation. Due to the rapid increase in demznd for potatoes
for staren i ethyle zlcyhol production, the zovernment attempbs through
the zgrieulbural cocperatives, tc maintain z level of price which permits
an appropriazte incentive profit tc the producers ani enables the pro-
cessors to obtaid sufficient raw materials. Therefore, except for market-
ing for household consumption, mest ¢f the marketing 1is arrangec by agri-
cultural cooperatives.

On the other hand, marketing of fruits :ni vegetsbles follow cne of the
following cases.

The first case is where the area of production is located close to cities.
Here, marketing is usually chzannelled through mid<lemen and the centralised
whclesale market.

The second case 18 where the arex of production is Jdistant from the cities
where the products are to be consumed. In this case assamblers cr local
buyers are playing impcrtant rcle in channelling the products from
prolucers to consumers in cities.

The third case is where the various products are handled oy agricultural
cooperatives through their marketing centres. imong the many chapnels,
marketing through their :Jrlculnural cosper: tlve accounts for most of the
transactiuns in fruits and vegetdoles.

The fourth case applies only t. foreisn trale. In this case, exporters

. ol 1 - : s :
purchase the produects directly from producers, prtducers’ cooperatives, or
assemblers and make shipment.



9

The marketing of livestock has not yet sone beyon
traditional methods. With the sxn»le bxcpptlun of cattle mquetunb,
most transactions of pigs and raboits tuke place through iirect indi-
vidual contract am.ng farmers or be stween fammers ani assemblers rather

" thun through transazction in livestock markets. It is ccrumon practice
amcng the assemblers to make direct ccntract with final consumers without
bothering locwl buyers. However, in the cuse of foreian trade, murketing
is chAuneLlaj throuzh exvortln’ cooperatives.

On the ofher huind, one can find v*ry system:tic mirketing orsnisation
for speeiil crups., Jince nearly all raw silk is deUPtVA, the sxporting
covperative tukes care of ths entire marksting business. Tobacco and
ginseny ure government moncpcly scols. Therefore, exportation of these
commoditiss must be handled throush overnment channels.

In the plywnod industry, the manufucturers are also the exporters. iccord-
ingly, there is no neel for agricultural cooparatives t,-assist in the
markebing ¢f plywood.

The above discussicn leals us to the cunclusion that the marketing
activities on the part of zgricultural cooperatives in the field of
special crop production are supposed to be limited to certain varieties of
primary speci:l crups or handicrafts which sre not suitable for mass
quantity cpsraticn, such as ramie, fl,x, radix, angelica, rush products
and bemboo handicrafts. : S

The marketing »f the marine products bakes plice through ohe of three
channels, the producer”’s site, the consumer’s site, or the site ~f trade.

Most of transactions for the 1mestic marketing ¢f marine products are
-taken- care of by fishery cooperatives. C

Howaver, in the cuse of expcrt, businessmen mzrket products directly
frem ths fishing zrounlds to foreign markets (since fishery cooperatives
are not fully prepared for it) or private expurters handle the business
threugh export cooperativis they have organised.

3.2 5tatus of Traditional M=rket
¢

\There 'is a traditional market existing in every small rural city in Kores.

These markets operate every fiveg days, Since this type of markets does
nct open daily, farmsrs have t¢ waid for the market day and supply
relatively large quantities of their merchaniisss at cnce. This type of
traditicnal marset is the mest important murkatxng place for farmers.

It is the place where agricultural products cun be exchunged for
:industrial-prciucts_and living nece331tles.

another nnavrtant &soect of thu fun ctiﬁn of these marknts is that a large
quanultles Pluw into . the market as a result of small amcunts fer AW many
pruducers, and thus the marketing process is improved.
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Nowadays, tiese types of markets are spread out all over the ccuntry, and
their numbsrs reacn about 1,500. )

A gqusstion hcw arises as to wby and how these markets were organised and
‘developed. The reason can be attributed to the fvllowing four conditivnss

Qe Poor transuortation betwsen t}wnb angd cities.

0. Need for the facilities to collact bmall quantltles from s many
producers intc large quantities. ‘

c;i Nead for the pldcd to zcquire nacesswry equlpments and materials for
the proiuctlrn of agricultural products as wpll 18 JlSpOSltlQn of
asricultural products.

d. The amount of commoditics which the farmsrs want to buy and sell was
not large encush to require a daily market.

n~cently5<£h simificance of this type of trddltlonll mzrket is decllnlna
due partly to the repid develcopment of mudern brensportation which has
shertened distances and improve! communication =ad partly t.o the initiation
of contract preductiin schemes which courdinate and obligate both
producers and manufacturers througn ag rlcultaral cvoperutlves.

3.3 Expcrtins Channels for szricultural fruducts

A. Process of gatherins information cencerning the foreign markets.

There are m:ny ways by which informaticn on intemuticnal markets is
collected. These methods ure as fullcws:

1. Through branches and agencies of private. companies set up abroad.

2. Through traling centre,. commercial centre, and diplomatic and
consular offices in fureipn countries.

3. By senling cn the spot marketing researchers.
4+ Through direct cintact with plrtner

Infocrmation can alsc be *atherei by indirect. natnvts through setting up
the cverseas communicaticn networK ani by meang of or'per publication.

- These metho is 2are widely utilissi aming m;ny expurters and 1mp0ﬂters in
Kores, but the first and third methods are razarded as the best ones. Ths
small sczle exporters mostly are in fuvour of sec.nd lirect method, and
alsa use 4naly31s of UubllcdtthS anl thu communlclt\ry system.'

L .4

'B. Collecting Route and ag en01es of c'xpkrtubl grlcultural pIOHuCtb.

Eatire quantity of exported rics comes from stocks whiich werefpurchased
from producers through agriculbtural cooperative system. The exportation
of rice is arrangzed by the sovernment appointed rice exporting societiss.
Nevertheless, a consilerablé part of the expkrtlnﬂ process is controlled
by the sovernment. In case’ uf chestnuts ani red beans, the export of these
products collectel through private system is carried out by individual
exporters. The same process zlsc applies to fruit and vegetable products.
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Livestuck is szelected for eXpurtatlon through twe channels: The channel
of miduleman and ‘that of livestock cooperstives. In the latter case, the
actual transaction in the process of exportaticn is taken care of by the
livestock coupsratives specially organised for this purpose.

On the other hand, in the case of special crops, every leadlng commodlty
hzs its own expurt cooperative sybtem. E

Fer instance, the puvernment itsslf is in the charge of exportation.of
tobacco, and ginseng, and rew silk expcrts are tlen care of by special
cocperatives which are siven special srotection and assistance from the
government. Plywouds are directly exported by makers themselves. Generally
items, whose exportations are arranged by murketing system, are limited

to those pruducts such ag bamboo handicerafts and mushrocms.

In the czse of murine products, every itsm also has its 4wn export
system. For instance, producers of cuttlefish huve their own cuttlefish
coc aemtlves, ~nd war—agar and laver have their own.

C. Mezsures to‘accelerate exports

attempts to accelarate sxports have been =.ma. or activity in Korea in

recent years. Bruad scale preferential measures huave been taken at an
Increasing pace in order t. further export actiV1t1es.

Institutional Aspect

Institutionzlily, the fellowins measures were put into practice. In the
first place, Korea Trade Prumsticn Corporation (KOiRa) was installed wn

a regional basis. The purpcse of these trading corpcrations are: to
conduct fureipgn market researches, to collect infummations, =nd tc analyse
them. The lata cullected by the centres are sent to the home pifice.

Secendly, chey also perform = tr ding fanctlun .n 4 barter basis. In the
third place, they fuoster the ur»anlsxtion of exwort cooperatives for
individual expcrt items fur the purpose of specnllsm1 ad unifyinz the

activities of opening up of new markets. In the fourth place, they
apply preferential meaisures to those who render important services in the
ogening up of new foreign market by providing them with the privileges
of monopoly ior the market for a year. In the f£ifth place, they alsc help
producers of export commodities by reducing varitus public charges. In
the sixth place, in crder to. promote the seneral faith in Korea products-
on the part of foreign customers, they create special centres vhere
fcreigners may inspect Korea export.commedities.

Finance

G;hcérhihg'finahgiai aépects,ﬂfirsﬁly, credit prisrity is given to the
exv.orbers, and the lowest pussibls rite of interest is made available to
them,

Secondly, in order ts enccurage production of export commodities, the local
crelit system is adopted. Thirlly, the staniby credit system is also
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employel Iur the purpsse of subsidizing the activities of the cver-
seas brancn offices. Besides, varicus special finencisal supports are
given to 1ndustr1es purposely estabiished to engage in export activities.

Laxation

Varicus preferentisl trx mezsures hove been adspted. Business tax is
entirely exempted for exporters. Income tax and corporate tax are dis-
ccunted by 50 per cent. In addition. a special export depteciaivion
system is applied to the expcrt industry. among many measures for frue
dutiesy tarrif reduction or exe mptlon system, substitute custums
duties exempticn system and advance customs dutles exemotlvn system
have been ad)ﬁteh.‘

D. Prccessinc Technigu ue of “brlcultural Prcductg
an important facter xetenrlnan the position of any commuodity in the
intematicnal market is its qualiby, and quality depends, in purt, on

the technical development in processing. If the scale of export is to

be expunded and develo pel, ‘there must be 1mprovement of

orocessing technigues. So far as the expert of grains, ;1vestgck

and fruits and vegetables is cuncerned, these items are sold in foreign
markets without being-processed. The level of processing technclogy

for most products is still low. HOwever, the processing of marine and
special products huzs, to some extent, shown a degree of improvement. In
the case of one special product, zinsenp, it had been sold after bsing
orocessed to some dezree. Now, it is complretely prccessed. 4t one time
kudzu bark wellpaper went thrcurh only the initial processing procedure,
but it is completely processed nuw. The seme progress is also illustrated
in the fishery industry. For instance, shrimps is being frozen and ex-
ported. The process of tyChHICdl develupment can be seen in the following
table. ' :

TWHLE XIT & Lechnical Deveiopment of Marine Prc-lucts Bxported

(in parcentage)"

Classificatiun _ o 1963 1964 1965
Materials f ' - '70.8 631 68.8
Semi processed: 8.0- . » 5}5 5.7
Finished =~ 21.2 31, . . 25.5
Totals 1100.0 100.0 $100.0

Source? Mlnistry of Financs, Tho Yearoock of Forelan Trade Statistics,
1004,1965 Co
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4. PROELEMS OF MARKETING CHANNELS FOR A&?ICUL“”%KL PROLUCTS

4.1 . Preduction

.5 we have sain earlier the structurc of Korean agricul-
tural production is being ﬁransformcd from a subsistence production
system to a cdommercislized modé of production., Such transformation
in the production pattern is attributed to gradual changes in’
demand which have becn accompanisd by changes in domestic and
forzign consumption pattern, . These ph:onomena of change may not be
properly explained without consideration of government ‘s influential
policy measures, Since 1962, the sovernment has csncouragsd indus-
trial crops by meang of contract production and a forward pricing
system. In case of other oxportabls Droducts, the government also
has encouraged prcduction of thase goods by axtumilnp financial
and tochnical sssistence, These are the primary cxplanations for:
the increased productlon of swest potatoes, 7rapcs, peaches,
tobacco, remie P cocoon, and ginseng, SR

In order to improve technical methods of produotlon, the
governmant has continually extendsd its assistance to the following
experimental projects-seud improvements improvern nt of soil ferti-
lization; improvemsnt of farm operation techniquej insect, pest and
disease controls and 1mprQVment of cropplnp system.

In recaont years, after the farm equ1pment supply plan is
meterialized as a part of zovernmant policy, zovernment will take
the initiative in the joint purchasing of farm equipment through
agricultural cooperativass, This project will roquire o considerstle
amount of government expeniiturcs; In the mean time, fertilizers
and paesticides have also been successfully Suppll*A through agrlcul-
tural cooperatives, s a consequence, total production has been-
considerably increased dup to the increq81ng amount of fertilizer
usad, -

There has besen a remarkable improvement in fisheries facili-
tiess and producticn, The rapid increase in the production of .
oyster, lavsr and shrimp is cloar evidencs of the positive govern-. .
ment measurss, -

and yet, Korea’s nsgricultural industry has chronic troubles

with over-population: the per capital screage is extromely small
and conseéquently production is scatter=d all ovar the country in
small units. The fact that Koresn agvicultural system is not a
capital intensive, large scale production means that the cost of .
production is relatively high., This is one of the most disappointing

aspects of Korean agriculture today. In order to improve such
problems the.govcrnmont has bzen promotinz nn intensive production-
area programmec which will concentrate nroiucetion and reduce cost of
production,

On the other hand, Korea hos the advantage of low labour



iV

cost due tc over-populaticn, Howszver, it is 2lso true that the
advantage might be more than offset by disadvantage which arisds
from high production cost discussed above.

4,2 _Processing : : -

. <:Tho agricultural products processing industry in Korea

has been conditionad not only by the lack of cepital, 'small busi-
ness acals, limited markeb, and poor processing tochniques, but

also by raw material shortagvo caused by an agricultural systen
concentratad on rice and barley. Therefore, the procescing industry
is still underdeviloped. Recently stimulation to the fcod processing
sector has come from 1ncreqs1ng city demand and government supported
export prorramnes, ~ :

The slow progress in this field is largely attributed to
energy ceficlency, in ffective transportation facilities, and high
prcduction costs. ' '

(In goneral ,) an incrsased demand for processed agricultural

products laads to deve LopuLnt of market-oriented agricultural,

producticn and related business enterprises. Since testile, flour
mltl, and sugar rofining, which- occupy the most prominant positicn
in the processing field, depend on foreign raw mnterials, they are
regnrded as import-depending-industry rather than domestic-produc-
tion rolated industry, Th: rsmainirg processing industries, ex-
cluding tobaccc manfacturing, silk-raeling industry and bakery: .
producing industry, show low degree of intensity, =nd they are
scattered here and there with primitive mcthods of production and
managemnent, .

Therefore, most agricultural products are marketed without . .
added value resulting from procsssinz. Recent progress in food .
cenning, soy sauce manufacturing, cethyl aleohol m-mnufacturing and .
8ilk recling is the result of the davelopment of extansive and in-
tensive mathods of agricultural producticn and rapid growth of con-
sumer marksts, 7

Recently, 28 an attempt to cncouraze the development of export
and import~substituting industries for the purpose of improving
balance of tradz, a considerable incrense in demand for processed
agricultural products. such as raw silk, textilcs, oil and fat, ethyl
alcchel and starch hss appesred, Thore are still many problems to
be gclved the proper contrcl over the supply arnd demand of raw
materials for the processing industry, the improvement of processing
technique, . the creation of demand for proceéssad agricultural products,'
and the hlph cost. of cnergy and fron;portatlon.lj

. Unless these problems are succe ssfuﬁiy d“ql+ with, the
develepment of processing industry in Koree will be dlfflgult.
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s i e

‘There are many problcms in vrqdlnp, Untll rccnntly grading
hasg boen conducted mainly by producers through their parsonql
‘©xpzri:nces or by leocal assemblers who hdve their own standards,
In recent ycars,. active progr-mmes in the ficld of fruit and
vegetable production "have besn implemznted to promcts sales through
agrlculturql cooperatives and aiming at the reduction of marketlng
cost’ by setting up standards according to which 2ll farm products
ars graded and selected., .

o3 Gradlnv.

48 an eflort to mest the requirement of large dcale marketing
of commodities., the agricultural products 1n%p3ctlon system was
sstablished .in 194 .~ Even beforce the system wos adopted, there was
an imperfsct lnsnection practice for a cartain nroducts like rice,
gtraw-bag, cocoon, soy baan, etc., on both a local and a national

scale,

" The present agricultural inspection system réquires com-

pulsory inspection for the following products. They are 1) agri-

cultural products to be purchased by the government, 2) spesial
agricultural secds produced in the povcrnment app01nted gardans
accordﬂng to the Magor Agricultural Seads Law,- 3) oxport agricul-
tural products and processcd import preducts, 4) agricultural
products to be put into joint sale by agricultural cocperatives.
In addition, when producers request it the products can be inspec—
ted, The law also requires the mombers of agricultural cooperatives
to get their products inspected throwsh coopsrative inspection
facilitics when these products are to be marketed through cooperative
marketing channcls, : '

Loy 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 commercinlized is very low. In addition, total

farm land is divided intc many small farms and the quantity of
praducts produced on thesz fArms is generally so smzll that no special
storage facilities are needed, 411 these things put together retar- -
ded dcvclooment of storage fac111tles in Korb-.

.. There are approximately 7, 340 warehouses in Korea, Their
total capacity is sstimated at about 25,000,000 straw-bags (in
terms of rice bag measurcment) . About 4 200 warchousss: belong to
ngrlculturﬂl cooperatives and arc used for otorlng farm products
and farm equipment and mqtﬁrlals .

“bout 90 per cont of the gO)ds to be stored are ascounted
for by grain produnts, ths rest of the space is left for fertilizers,
straw preducts, =anl agricultural pesticides.” If thesc Stored items
are classified on the cwnership basis, the most of them are govern~
ment purchased rics, only small portlon of thom belongs to agricul-
tural cooperatives and fqrmers.’>

The present situation of refrizerating facilities will be
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bricfly discusssd, Thers'exist ssventcoen (17)_facilities installad
by livestock cocperativis to ‘promots sales to the U.S, Army. Five
other cooling facilities owned by Agricultural Cocperative Market-
ing Centres in major cities increase the total number of ‘currently
existing facilities in Korea, In addition, there are 96 ice-
manufacturing and re fr:veratlng facilities spacially installed
for marine products., "Due to the character of the product 1tsblf
the popularity of the facilities is considerably great even at the
retall level,

- In the case of verctables, refrigerating costs uuuglly
axceed the value of these preduets., Therefors, refrigeration is
not so popular among vegastahle dealars, Salting and drying facili-
ticg are also well empleyed in marine produc*ion. ‘There are two
drying methods currently employed. The one is'the natural drying
motheds by solar heat, and the other 1S the art1f1c1a1 drying methods,

The tobaceo industry is another type of farming activity in
which drying is an important process of production. Nearly cvery
producer owns drying facilities., However, ever good drying facili-
tizs do not slways guarantec fine quality of the finished product
because poor storage facilities may cause damages.

Lo 5 Transportation

: Generally, compared with other types of products, agrlcultural
products have the peculiar characteristics of volumes in relation
to values and bulky are esily perishable in th, course of trans-
portatlon

Furthermore, since most agriculturel products. arc scattered
in small juantitiss throughout the country, the cost of assembling
and transportaticn is very high, although transportation costs more
by trucks than by ralerqu, most of transportation is made by trucks
and consequently the price of final products is much higher than .
it would otharwise be, '

(Table 13) Status of Transportation of Agricultural.Producﬁs

In 1,000 metic ton

Railway ‘Motor vehicles - Ships . Total

1961 9,435
1963 10,497
1965 10,587

Commodi- No.of Commodi- No,of Commo- Number °~ Commodi-

ties trans- commer-ties tra- -~ cargo dities - . | ties

ported = ecial nsported . ship trans~-- - * transported
trucks ___ _ported .

13,955 10,149 15,209 2,002 2,037 21,586 31,291

18,009 10,597 24,372 - 1,20 2,556 22,34 44,937

20,982 - 11,982 . 24,013 - 1,224 3,859 22,877 . . 48,854

Source: The Bank of Korea, Eequomic Statistics Yearbook, 1966,
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Still in Korea, the weight of transportation in the costs
is considerably hizh and this caus2s both lower rompencation priee
received by nroducers and. higher market price paid by ccnsumers. . .
The Table 13 roveals the present situation of tr;nsportation in .the
field of agricultural 1naustry. )

4,6 Pagglnv ) .

Packing materials usad for agericultursl products vary de-
pending on the type of product, Straw bags are used mostly for food
grain products but its heavy waste is rezarded as a serious short-

coming,

For this reason, agricultural cooperatives have attempted
to replace straw hags with peper bags to prevent waste, Since the
peper bags-are not so strong as straw begs, the former is not. so
popular in the cass of large volums ps cklngs. Wooden box has been
used for bthe packing of fruits and vegetables, but chip boards com-

mand a great popularity for the packing of export items,

Chip boards are also commuonly used for the packing of =zgs,
but packing by straw bags is still a common practice. In the case of
the packing of marine oroducts, vinyl bags are used to prevent infil-
tration of dirty particle into the products

In fore~gn countrleu, cotbton bags are widely used for the
packing of food grains but they are ubtilized for the packlng flour
items in noreu

‘Since vegetable products take large volums 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 commodities or export
comnodities, the improvement in the. plcklng of these commodities is
very striking, : ' :

4ol - Prlcl ng

Ordinarily the markets for agrucultural products are
characterized by buyers’ market, and this 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
barzaining capacity, that preservation faciliities are not satisfac-
tory, thet sellers are slow in obtaining adequate information con-
cerning market conditions,. and that movement of commodities are
restrictad duc to the lack of proper transportation facilities.
In such z market, therefore, it is very llkely that middlemen take
upper hand in the procaas of fixing prices.

As for marketing cost, it is 12,2% of retail price in .
cage of rice when the rice is put into market through ordinary
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channels, In case the rice is marketed through cooperative
channels, the marketing cost is 7.,7% of retail price. This means
that the f3rm households receive 87.8% of the retail price in the
former case whersas in the latter case they recéive 92, 3%, a higher
profit to the producer farm households.

- In the case of apple, the marketing costs A4.2% =nd 41,.3%
of revail price respectively in cass of ordinary chonnclllne and
cooperative channelling,

What sloments comprise the marketing cost? As for rice,
comrission 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%, packing charges, 12.,9% and transportation cost, 6.0%.

~both in cases of rice and apple, ths middlemen’s profit
is the mzjor elsment of marketing cost., This 1ﬂp11es that merthants
play very important role in the determination ¢f the price of farm
products, This further implies that the participation of agricul-
tural cooper-tives in marketing process can benefit farm households
to a significant degree, prov1deu that the agricultural cooperatives
perform more aefficiently than the traditional midcdlemen, :

5. THE _POSITION AND CAPASILITY OF AGRICULTURAL COOPERATIVES
. LN THE MARKETING FUKCTION OF AGRICULTURKL PRODUCTS -

5.1 Accomplishbments of uvrlcu]tural uomperatlvus 'nllarkat

agricultursl cooperatives have achieved striking progresss
in marketing activitiss since 1962 by transforming itself into a
gigantic Acale mu,ti—purpo=4 agricultural coopsrative federations
thereby contributing greatly in the promotion of farm income,
The totzl amounts of p"oducts handled through the cooperativées in
1962 =nd in 1965 give svidence of this progress., In 1962 the total
amount was 9,159 thousand U.S, dollars equivalent whereas in 1965
it was no less than 51,951 thousand U.S, do*l" g, an increase of
5.7 times, :

" The vélume of sales through the cOOperatlves in 1965 ‘can ba
broken down into the following categories: :

. _ - In metric ton in thousand U S dol$ars
Grains - S 189,898 : 27,438
Fruits " 3,735 2,356
Vegetables . 65,891 ’ 1,647

Livestocks J 356
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To be more specific, major items include such food products as rice,
barley, soy bean, rad bean, sweet potatoes, and white potatoes; and
industrial raw materials such as cocoon, cotton, ramic, flax, rape,
and castor beans.  Livestock prolucts include cows and pigs aa.

" leading items., As for fruits, major items are appl=s, pears, persi-
mmons and grapes. Almost all kinde of veretables were included.
Besides these agricultursl products, the cooperstives also have
handled handicraft such as bamboo handierafts, rush articles, and
special fruits amounting to 350 thousand U.S, dollars in velue,

(Table 14) The Ratio of Commodity Commercialization by Agricultural
. Cooperative tc the Lntcl Agrlcultural Products Comaercia-

llzatﬂon
(In percentage)
1963 1964 1965

&g:. igr, : - Agr,
Item Total Cocp Total Coon, Total Coop,
Rice 36,2 1.4 47.8 2.8 49,9 6.2
Apple 96,1 30.4 99.0  37.0 9.2 3.3
Whits potato 11.0 1.1 18.1 0.3 2%.8 1.4
Sweet poteto 29,0 10.1 8.5 12,2 b o5 15.9
Ponnut 475 29 53.8 . 34 322 24
Cotten, 75.0 1.6 €60 1.9 55,1 0.01
Rape 95.0 5.9 %.0 12,2 9% .0 2.1
Flax 100.0 86.6 -100.0 - 98.9 100.0: 9.9
Corn. —_— -~ 56,0 4.7 64.5 13.6
Soy Bean 19.7 0.6 33.0 4.7 279 0.7
Red Bean 11.1 0.1 20.2 0.7 30,1 1.0
Source: - HACF, A Survey Report on.Marketlng and Purchasing. Congltlon

of Farm Household, 19631965

The Report on the Productlon Cost and Income of Caph

TopSs

1963—1965

The gbove table clarifies the importance of the agrlcultural :
cooperztive in the course of commercialization of agricuiliural

products,

It is also clear from the table that the amount of products

handled through the cooperative has been increasing year by'year;

Finally, let us turn our attention to the traﬁlng act1v1tles
of the cogpera+1Ve, In the flnla of exporb, the agricultural coopera—
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tive succeaded in —xportlng rush slippers ‘to Hawaii for the first
time in 1962 acquiring 432 U.S. dcllars, In 1963 and 1964, .
however, no export has bean achiasved through the agricultural
-cooperatlve. In 1965, the agricultural cooperativé succeeded in
‘exporting 35 M/T of red beans, equivalent to 9,170 U.S. dollars,

to Japan, This might give an impression that the trading activities
of the agricultural cooperstive have not been vigorcus, However,
if we take the Pnnctlon of the agricultural cooperative in assembl-
ing such exportsble major agrlcuwtural products as cows, pigs, and
_apples into consideration, we can hardly deny the importance of the
agricultural cooperative in promotion of foreisn trade. In other
words, the agricultursl 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 cooperaﬁive imported
agricultural chomicals, feed stuffs, farm implements, milk cows,
‘vegetable seeds in the amount of 7,326 thousand U,S, dollars squiva-
" lent in 1963, 1,500 thousand U,S dollars equivalent in 1964, qnd
867 thousand U, S dollars equlvalpnt in 1965, .

: There is no lsgal rostriction binding tha agricultural
cooperative from participating in foreign trads. However, it has
failed in 1ccomnllsh1nn notcworthy results in foreign trade. What
are the reason? :

Firstly, the agricultural cooperative hzs 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 govarnmcnt has been reluctant to give active
support to the agricultural cooperative in trading activities with
.the eye to‘enqourag;ngzthe dﬂvelopmént.of professional traders.

Thirdly, the government tends to uncourage the cooperative
to open mew markets and new crmmodltles 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-

atlon channels r\gqrdlng forblgn markaets.,

5.2 égrlcultural Cooncratlve as the Leading Bodv of Coooeratlve

Trade

The potentlullty for trade of the Korcan agrlcultural cO-
operative is to be developed, The nationwide network, quality
personnel, and varicus facilities of the organization can expand
future trade, It is not an exaggeration to say that there is no
other institttion in Korea at present to comparé with agricultural
cooperative in this field. It is, therefore, clear that the agris
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cultural cocpsrative will be d=velcpad to become leading body of
cooparative trade shall be assured,

1) Organizational Network

The system of Koroan agricultural cooperative is formed
in the following manner: On the bottom of its hicrarchy there is
a primary level of unit org“nlzations the ‘Ri or Dong (v111age)
agricultural ccoparetives composed of former members, Thess
v111aae units form the Gity or Gun (uxtj or county leve;) agricul-
tural cooperatives and . special agricemltural cocperatives, The City
or Fun agricultural coop°rativps form the National Agricultural
Cooperative Fodorstion (NACF), In other words, the agricultural
cocperative is a three stage systoem composeld of Ri or Dong agricul-
tural cooperatives, City or Gun agricultural coccperatives, and the
Federation,

In parallel to this line of hicrarchy, there is another

line of hier-rchy for special coopsratives, ® Spocial agricultural
cooperativaes are established for farm houssholds which produce
livestock Droducts, special agrlculturql products, and fruits, and
the membérs of these cooperatives ars entitled to associate member-
ship in C;ty or Gun zgricultural cooperqtlves 2& well as the full
membership nf the National Federstion. By 1966 (a8 of June) 7,548

members have joined RL or Dong agrlcultur al cooperatives 1ncluulng
almost 93% of thz total farm houscholds, The total number of the
Ri or Dong agricultural cooperatives reaches 17,675 and all of
these participate in City or Gun agricultural cuoperaulves.

There are 139 City or Gun agrlculturﬁl cooperatives end 135
spcclal agricultural cooperatives, which are unlted into one
National .igricultural Oooperftlve F:deration, The Federation has nine
branch «ffices in.approprinte loecalities throushout the country.
To put it =2n other way, the system of Korean igricultural Ccoperative
covers all parts of Kores under 2 unified organlzsticnal gystem,
and this means that the agricultursl cooperative is the largest
nationwide economic body squipped with systematic hiersrchy in Korea,

Chart 1. LhC Hierarchy of Kcrsan Jgricultural Cooperative
(4s of the end of June 1966)

' Natlonal uoficulturql ‘Cooperative Faderation !
i (9 Provincial Branch Office ) o

P o s |
¢ A B

7é££y or Gun sgricwdturl | - ‘Spu01 l vrlculturtl]
Cooperatives (139) - z' - ‘ Cooperatives

i (399 Branch 0f: ices) 5 IR L__,_ﬂ_j»3)) - '»
i
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| |
. Ri or Dong Lgricultural ( Special igricultural
3 Cooper~tives 1 Gooperatives
’ (17, 675) | e 1 @3s)

'
» b

o

S

» Merber Farmers

1
| (40,70%)

\Member Farmors

(2,247,548)

L

Source: The Research Dupartment of NiCF,
2) Personnel

_ The number of peréonnel sngoged in the activities of the
agricultural cooperntives is abcut ten thousand in total, &ll of .
them are graduates of either cclieges or high schocls, and ‘there
are quite a few with higher - cndemlc bﬂckground " Besides, there is
an education oentrc for-the personnbl of the’agricultural -cooperatives
through which various kinds of education is provided for the
improvement of the quallty'of the personnel ani the d:strloutlon
of knowledge concs rnlnv trade bwanesu.

In additicn, opportunities arc open for further educqtion
by sending employses to regular “duC"tlon°l institutions both
at home and abroad, Since 1961, more than 700 trainses were sent
to domestic educati@nalblnstltutlans and ‘mcre than hundred persons
were sent.abroad, Bducation in fureign countries particularly .
contributes to thu 1mprovenent of knowledgu ccncernlng forelgn
trade, :

Personnel of trads secticn are composed of those who have
professional knowledge about trading,

3) Facilities

411 lzvels of agricultural ccoperntives naintain varous
kindes of fecilities. 4is is shown in the following table, the
agricultural cocperatives maintain 52,5% of total warehcuses
aveilable in Kurea -nd more than 100 trucks for transportation,
Begides these, the agricultural couperatives poésess 3,100 rice
polishing plants. for grain products, four- (4) fer tlllze; mixing
plents, eight (8) f2ed grain mixing plants, 22 refrigerating
facilities (l7,cf which belong to Tivestock cooperatives end the
“other five (5) to cooperative marketing .centers), five (5). rabbit
fur processing plants, and (5) milk processing plants,
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- (Table 15) Status of Warehcuses in Korea

. Capacity

By cvmer No, of No, cf in terms of
warshouses Pyong 1) . __sbrow-bag
Agricultural Cooperatives 4,693 170,510 13,233,829
Commercial 1,695 117,99 9,439,520
Public & Others 952 31,376 2,510,080
Total 7,7%0 319,880 25.183,429

Note: 1) Pyong is cquivalent tc 3.3058 square meters,

" Source: The Research Department of N.CF, Korean Jdgricultura
Products Market System, 1955, p. 340

(Table 16) Processing and Uti1ization Facilities
' " Gun Spl,. Ri cr Dong

Clagsification NiCF - 6oon, Goob, Coop, Total
Fertilizeramixing plant 4 - - - 4
Feed grain mixing pidﬁt' 1 . 7 - 8
Artifici~l inscmination o
center ‘ 1 - - - - 1
Cool storage 5 - 17 - L .22
Rice mill - 9 - 3,138 | 3,147
 Rabbit fur processing plant - - 5 - 5
. Milk processing plant - - 5 - 5
Generators of eiectric
powers : - - - 87 87

Scurbe: NACF, Junusl Report, 1?65; pp. 56-60,
o 4) Capital'

Few business firms manipulate larger capital than the
_agricultural conperatives. In the budget of agricultural cocpera-

" tives in 1965, 76 million and 100 million in U.S, dollars have been
appropriated for purchasing and marketing activities of NiCF respec-



tively., Furthermore, the agricultural croperatives receive commo-
dities on entrusted marksting bases, thereby raduces the burdens
for funds.

6. fROPOSALj 10 _THE . I_NI‘EF&I&TION“‘L COQPERATIVE LLIAHCE

In the =hove, we have discussed .the present sitw tion of
agricultural products snd the probldms of marketing and exporting
of the agricultural products in azn effort to clarify the position
and ability of the que&n agricultural ccoperntivas, 4s is already
mentienad in the introducticn, the purpcse of this discussion is to
help promots understanding among the agricultural cooperatives in
the South-East .isian cruntrics for increased mutual trade, Without
propor understanding of the conditicns of other countries, it is
nearly impossible to develop cooperative trade,

Korea lcorned the abcove lesson through experisnce, For instance,
Koree and Japan agracd on the contract cultivation of various farm
prcducts after recstablishing norual contact with each other in 1965,
Conclusion of such contract betwezn the tws countries was possible
thanks to better mutusl unaerstandlng of two countries due to
geographic Droplnqultv.

(Table 17) The Contents of the Contracted Cultivation of
dgricultural Products between Korea and Japan

.Contracted
Gultivation Japanese
Item Quantity dmecunt Period Arss Company
Corn Total | '_ 1) Okureru igri-
products ¥/T ,,.US $ 1 year 6 chongbo cultural Ccop.
Federation
Corn 60-M/T  7,999.80 v 4w Dakii GCo.
Kidnay
_bean . 8,000 Ltr. 2,000.00 n 4 u "
Red pepper ) o ‘
seed 200,000 1bs, - 36,000 n 2 " Kakudani Co,
Calabash 112,500 kg 67,500 n 30 " Doshoku Co,
Tulip 50,000 bulb 35,2000 5 years1 %  °  Dakii Co,

Note: 1) cicongbo is equivalent to 0.99174 h=a,

Source: The Rnsparch Department Qf'NauF, Agrigulturél Products
' Marketing, vol. IX3 p.9. ' - .
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In consideration of such experieace, we would like to
propose here the following points to I1.0C.4. in the hope that the
world organization puts them into effect with sincerity. .

6,1 It is proposed that 1.0,., establishes information center
in its Regional Office. Through such a center, more accurate
information concerning the conditions of member countries will be
exchanged in 2 more efficient way. Information center can accom-
plish these ends by collecting informations and by publishing and
distributing journals and directories.

6,2 The I,C.A. should take the responsibility for arranging the
exchange of techniques. The vroduction, processing and trading of
agricultural products are gencrally accompanied by technical diffi-
cuities. The I.G.i. i8 in an ideal pocition to arrange the mutual
exchange of technigues amonz the member countries and to introduce
techniques and products botween countrieg, developed and developing.

6.3 The I,C.i. is hoped tc conduct training and seminar coursas
devoted to the undcrstanding of trading practices of member countries
and provide the services of trede experts,

6.4 The I.C,.., 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 Onc of the major stumbling blocks in the trading of agricultural
products is the problem of standardization in grading and packing

of exportable items., It is, therzfore, requested that I.C.4, ini-
tiates and develops measures toward regional standardigzation. Success
in stendardiz-ticn in the Region will easily lead to worldwide
standardization,

6.6 We propose that I,C.i. 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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SOME ASPECTS CF CLUPER.TIVE MARKETING IN SINGAPORE

. Singapore's Cooperative moseoent was initiated in 1925. It was
created to meet a pressing problem - that of indebtedness among wege -
earners employed. in establlshed organisations. S50 the cooperative
approach of" Self—help vas 1ntroduced, and within a few years this idea
of cooperative self-help begen to take concrete shape, and the middle
and lower income groups. were convinced thet this was the only way in
‘which ‘they could help themselves, and at tﬁe same time proteot.themselves
against their exploiters. |

The success of the Thrift and Loan Cooperative Sccieties has given
an impetus for other branches of,Cooperative Societies to take shape.,
It may be relevant to mention here fhat the Sin_apore Cooperative
Movement has now to its creoit some forty million dollars as its
savings. dud with all ‘this large sum of money, it was only natural that
ve should venture into other fields, The first thing that occurred to us
was Housing; to build cheap houses for our members, and this was
followed by COOperetive shops or Consumer shops as they are called,
but thesolhave noﬁ met with muich success, Cs the oﬁher hahd; the
housing pociety has been most successful, lndVSpecial praise should
be glven to the Dlngapore Government offlcers' Cooperatlve Housing
boc1ety whlch,is cons1dered the leading and fbremost Cooperative
Fou31ng Society in the F“r E: st It has Several estates w1th hundred
‘of units. of houses which belong to thelr members, These houses are
obtainable.to members at reasoneble ‘and far below market prices.

- Next we went in foinpsuranoe -:1ife insuraoce, and this

particular Society_which‘oaters for Singapore and Malaysia with



its headquarters in Kuala Lumpur (Wést Malayéia),-is doing very well
indeed.

Ve went further afield and tried to channel cooperative money
for~000perative enterprtses} we creatédvthe Singépore Cooperative Bank,
prlnc1pally to channtl c00perativt monies for c00perat1ve use. Societies
havu the1r 1nd1v1dual surpluses and nstead of outtlng them into
.commercial banks ve endeavoured to get them into ‘our bank - the:
,COOperatiVe Bank,hfor the use of the whtle of the cooPeratiyé»movementy
but, I z2m not happy here, because. recently the "inance companies and
generally the motiey market in Singapore are offering very high rates
of interest, and I am sorry to say that somé of our Cooperative
Societies are béing'attracted bybthese high rates of interest and
‘getting awaylfrom'ué. ' | |
2. Singapore by its natural position in SouthéEast Lisia is well~known

oo : 4 :
as a trading centre. It was nob very lohg ago when Singapbre was a
British Colony and its position as a free - port was not conducive for
Cooperative Marketiﬁg. Htwever, with the indépendence of Singapore.

Just a year ago, it has many problems such as international trade and
domestlc trade. tn the 1nterndtional trade it wishes to serve as a
trading Centre and export its. goods from its industr*al projects, Cn

the domestic market, the greater portlon of the populptlon need goods

, ~ee
L RS AN A

that afe within’ thelr means of 1ncome° And in thio sector, Cooperative
Marketing Soc1eties have é valuable part to play, and our movement is

anxious to learn from the EXpertsI Gonference cn Cooperative Marketing
some useful 1deas ~nd suggestlons for developlng the 000perative

Marketlng Sccieties 1n~31ngap0re.



Recenﬁ discuséioné among the Cocperative Movementé_in Singapore
~have beeﬂ for more active participatibn in marketing? and croating
trading societies. It is folt that to be successful, the cooperation
of Governments, business orgsnisations and trade unions should be
sought to mek: a sﬁccessful start in coopcrative marketing;.Neédless
to say, the greatbst draw-back in marketing is in respect of credit
facilitics and the ability to find ways =nd means to get baqk the
money glVen out in the form of commoditics, : :

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 organisaﬁions and trade unions, etc., to deduct
fixed gmﬁunﬁs 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 aim of these cooperative marketing
Societigs to sell'gbods at 20% below prevailing prices. This can be
brought about by self-service sales, wholesale purchsses, etc.;'thereby
cutting overhead Qhargeé to reduce the retail sales prices down,

(c)';t is well.known‘fhat the price of a commodity is highest
at the consumers? end. Therefore,’remo?ing the overhead charges
created by the middlemen and superflous employecs, to perform the
sales, must be cut dovn as much as is consistant with efficiency.

(q) Competition with existing established trading houses is
bound to occuf. However, codperativ¢ trading societies‘ghould‘aim‘at
selling at ZO,td 25% beiow prevailing prices, and the goods mist be
of good qualiﬁy, Cne has only to Qbserve‘the large crowds that are

drawn at auctions and cheap sales which scrve one as an eye - opexer



to what roduced priCes can do.

)] Tie oiggest problem fa01ng ‘trading is the credit system and
the ablllty to collect the money for the goods sold on credit. Here new
methods and iceas are to be ‘explored to make Cuoperative trading
soc;etles baylng concern,

(f) One of the methcds stated above, is.that the agssistance of
big apd;small employers of organisations,should ‘be sought to deduct a
fixed amount monthly from, the wages of their employées to pay:off for
the credits obtained by their employees, from the coopefative trading
stores.‘ | | .

(g) The main base of opeiation is the distribution at the
retailer's end; fallure to pay due attention to this aspect of the
business may. result in poor sales and in g01ng back to the old order
provided by mlddlemen and hawkers.

(u) MnoleSa;e purchaseu from the source of production needs hard
thlnklng for the time belng For‘a start, wholeSalers at present
operzting should not be antagonised, thereby, making cooperative
markétiﬁgﬂ~ entrv 1¢to the business field more difficult, A forward
step would be’to cooperate with the wholesalers by obtaining the
best discounts and direét'salés. Furthérmore, wholesale enterprises
being governed mostly ByTPOIitiCal and‘ecoﬁomic policies arc fields
where coo?ératiﬁévmarﬁgfingksodietios‘in hsi should not get involved
at this stage ofAthe‘i‘rA development. |

In conclusion, it is my coﬁsidered Opinion that cooperative



merketing has a great future and méy well contribute to the

weifsre of t-e peoples of this region and further hélp in stablising
of prices of essentizl commodities, whkich will be a great boon to
the Agisn populations snd their governments, Aad in ﬁhis context,
cooperabive marketin_ societies have a Valﬁable part to play, and

in tiis connection, the cooperztive movement of Sing.pore is anxious
te learn fron 5nils confereunce some useful ideas =nd suggestions for

develoning cooperabive marketing societies in Singepore.
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THE PRESENT PdSITION OF AGRICULTURAL COOPERATIVE MARKETING Iil THATLAND

Historical background
Tae first five paddy marketing cooperative societies on limited

liabilioy basgis were organiSed in 1958, even though seed of cooperation
was planted in Thiiland in 1916, The government took the initlative

by inducing farmers to .adopt a,cooperative marketing system, Shrough
which‘thei;'pnddy wag sold, as a means of prctesting their own interest,
 It.was kno;n then tha%, farmers, in various ways, were. sxploited by
the local middlemen so that it was not possible for them tc g3t a
A fair share of their sales. The Government provided storage to the
societies on a hire-purchasing basis. Operating fund was 10aped‘by

the seme source. Llso in the.fie;d of managerial assistance and
membership education, the Government extended help by providing close
supefﬁision. Since then, operating in a more;competitingﬂpoéitioﬁ,

the cooperatives have enjoyed more power in price bergeining. Not only
Mc00perat1Ve members, but the community ae a whole have derived
Hbenefits from this. F;rmerq' incomo has to a certain extent 1ncreased.

La the c00peret1VP marketing system achieved success,. more

societﬁes were orgenlsed 1n various parts of the country, ranging from
.paggz_gooperativeu to thQSe handling coconut, kenaf, fish, livestock,
salt and other farm prpducts._?ne ma jorisy of them however were paddy

—————

merkeling cooperatives, including 2 regional foderations with milling

fecilities which-were later organised. 1t was a'Step forward in
building their own marketlng channel By ‘the end of 1968 there were

a tota1 of 146 primary marketlng socleties and 7 secondaries.
-—""_—, ’ ) el



The pregent gituation

- Until. recently, all marketing cooPeritive 3001eties handled
on]V one commodity and the maJority of them conducted their business
on;a.seasonal b381S.‘FGW marketing societies employed managers. In moet
»caSeS, durlng the bu31ness Season, their directors performed this
ifurction. lhc m_rkets, for products such as paddy and farm Crop, were
‘ mostlv.confined to the local area, except for thOSe societies in the
regions where federatwons existed., Efforts were made to bring paddy
and farm crops to the B“ngkok central market but this falled due to
managerial 1neff1ciency. Drlt hag been exported. to Japan. Fiahes are
sold in the Bungkok auction market. Since the Bnn kok terminal market
is within reacn, the henaf marketing society uses the terminal market
rather than local markets.

. Qompetition between marketing cooperative societies and local
middlemen has been keen. GOOp@TitiVeS themselves obtaining no special
marketing previlege, must work hard to stey invbﬂsiness. Approximt_ely
44 eocie+1os failed because of insuff1c1ent volume of business to
cover expenses and 1ne°ficient management This was due to a very
h%SthQXPanSiQn of soeietiee(during some.period and it was done w1thout
having edoquate knowledge in bu51ness. MornOVer, they were'small;size
gsocieties, Only the believe in cooperation 1s not enough in mpking
cooperative successful. Measures have been used to improve the existing
societies. Miny_societies adopted multiple functione;and handle various
kinds of farm products so es,td_increase,hnsineee.volume;endvto:render
better services.to members., They extend loans for production.nnd -

harvesting purposes to members. Services of supplying of chemical



3
fertilizer and insecticides through marketing cooperative are given. It has,
been realized ﬁhat~és'marketiﬁg'COOperatives»extend morézand‘bgttef serviéés,
to members, they receive from members a corresponding increase in loyalty.
It wag in 1963 that, international cooperative trade between Thailand

e
and Japan started. This has been a turning point in marketing cooperative

development in Thailand. Thanks to the Purchasing Foderation of Agricultural
Cooperative kssociations of Japan (LENKOREN)..CobperativeS'of Japan and
Thailand have established d coopr r~t1¢e trade relations., It started with
maize transactlgggj“&he Bengkek Fornt Product Marketing oociety Limited has
pcted as agent pl local marketing cooperative soc1etles in the exPorting
business. In 1964 the Joint Committee for Promotion of Cooperative Trade

of both.partieS"WaS established. Two conferences were conducted in Thailand
and Jopan éiternately and mitual trade-cum-aid agreements Werevreached.'

The intérnational trade between cooperatives has proved mitually

beneficial. it has ballt cooPernt1Ves' own trade channels through whlch
proflt—seoking mlddlemen canl possibly be eliminated and producers can
obtain a.falr~sharg of the income for their crop. Irade between Thailand
and J;panese 000perati§es has eXpanded accordingly both in Vblume”gndiinv
klnds. Tke B“ngkok F.rm Product Murkotlng 3001ety Lid. also eXports bean
and sorgum in addltion ‘o maize. The total export of maiZQ in 1966 was
M/T 53, 061 It is 84.68% increasing from that in 1963, In 1965, some
prlmary marketlng gocieties, selling maize through-B:ngkok»Cooperatlve

Form Prodﬁdﬁ M;rketing’society-Ltd y got the price up to 21, 92% higher
than the local: market price. It is row eXploring the p0331bility of
'exporting,other crops. 4 ylan has been worked out to import agricultural

equipment, chemical fertilizer and other farm supplies,.



Problens and development
| ’There aTe probl'efns' in th'e:. mevement. The foiiéwing are a few of
" them which we are soiving;
1. & m“rketing cooperative society is a business organlsation whlch
Operates competitively w1th prlvfte middlemen, An efficient manager-
rial utaff in the 5001ety at every level is needed. T”is is also a kcy
faetor to gain member st 1oyalty. More effective tralning of personnel
in this f1eld is being undertaken. o
2.  The importance of an integrated structure in the hovement is .

: - : : o

appreciated. Localiy, multipie functions are adopted byfmany marketing
societies, in order to improve merketing cOOperatives bothbin.eervices
and in economical business operation, Allarge~size local marketing
society is now'recommended; The Nztional Marketing'and,Sﬁpply Federa—
tion of Agricultural Cooperstive Societies is being organiéed at‘the_
national level to work in coordination with leeal marketing societies.,
Thus the cooperatives are establishing their own integrated trade
channels, which in turn will assure the strength and continuity of
ma:.r."keting c60peratives. |
5. Local leaders are needed for the develOping cooperative novement
Education is carried on in many ways by ‘the GOVernment " The Ministry
of Notional Development has set up a COOperative Educatlon and Training
Centre in Buangkok. The main aim of the Centre 1s to provide training
for directors and manqgcrs of cooperative org,n1Sations and c00perative
officials. The currwculum of the Centre will be Set up in accordance
with the needs and background of particular group of trainees Bc31des,

nine mobile training units were set up and work in verious parts of

the country. The purpose is to promote cooperative knowledge 2nd



spirit among cooperative memberé and other farmers in the rural areas,
The Coaperative Union of Thailand limited is being organised. The
function of cgopefgtiVe education and promoting cooper-tive 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 £o cooperatives in
the mansgerial field and in financing is indispensable, until the
movement has gfown up to the point where prodﬁcer members can take

rcaponsibility for it by themselves.,
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1. Pregent Pogition : 1966
‘Number of Procegsing Societies
Type of Cooperative Processing Societies - - ' ~ ‘Number -
1.1 Primary Goopérative'Proce551nv Societies | E 65
1.2 Regional Cooperative Processing Societies . Nil
1.3 National Proces 'ing Societies 2
Lok . -Number of total merketing societies underteking
processing activities ‘ 67
31 No Name of.commodity being processed Total capital Value of
: » " of all coop commodity
ps | processing ‘processed
’ ' societies ‘
1 Coconut ' | 6,939,237 10,741,604
2 ~ Tobacco . 1,715,433 1,750,000
b Rubber - 53,099 469,963»
" 2. Hole of Government Coop -Department - The Cooperative uepartment provides

for the superv1s1on and audlt of the societles.

3. Role of the National Agrlcultural Marketing Processing Organlsation :

In the case of - Ceylon.Coconut Societies Union Litd., 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 elther dlrectly or
through the cooperatlve societies to consumers.




:ﬂﬁugg (001td )
4. Other Cover1m3n+ Degartment§ and Research Bodles easisting the develo‘ment
of Cooperative Procesglnp :

Coconut and Rubber Rehabilitatior Department
Tobacco Officors Departmert -

Coconut Boarc

The oconut Research Institute.

5. Fature Plars for Develoégeng
Processing of vegetables,fﬂlits and rubber.

THDIA

1. Present Pogition - 1963-64

Number of Processing Societies :

! 4 T e

Si.  Type of Processing Prlmary “77  ‘“ Rewlonal »National
~Nos " ‘Sgeloties - - - R No.~of _ No.Actu~ 3 S
o S socys. - a&lly -
. working .
1. Cooperative Sugar Factories-i' 68 L 48 ft' o ,,  1
Cooperative Spinning Mills VLA 1. = 1
3. " Crop Cotton Ginning.and.Pressing = - :
- Societies 151 g7 - - -
4. Paddy husking 'societies . e
»(excludinf rice mllls) 1682 1045 ° - 2 -
5. Cpoperatlve Rice Mills 56 ' 34 - -
6. Coop 0il crushing societies 3381°° 1913 8 -
7. Cobp Fruit and vcgetable . N N
‘proce351n? 27 100 - -
8. . Other Gooperatlve Abrlcul- , . ’ '
" . tural processing societies 4894 2908 17 -
Total o 10308 6102. 34 2§

a Includes hand noundlng societies.
& . Includes Ghani Societies
§ Excludes. ‘the. Natlonal Agricultural Cooperatlve Mafketing Federation

s

Number of MurkeJlng 8001et1es undertaklng processing ‘

a. Cotton ?1nn1ng and pressing : o 51
b. Paddy processing - R 84
c. 0il zeeds processing = 4R
‘d. Fruiv and vegetable pr003551ng socys. sk
e. Cocomut ' : _ "

— o e

224_

£. Others R



INDIA. (condd. ) : .
L (Pupees- in crores)

'._§§ | *Nane;oﬁ.Commodfty i Total capital Valueof - Value, of
" - being processed of all proces-~ commodity saeles
' U sing ‘societies - processed .
. B o eeon 006 (During 1963-64
1.  Sugarcane 7 40597 YA S
2. Cotten 9.63 rea 25.73
3. : Paddy : o) : o ‘
" 4.’ " 0il seeds ) o . A »‘
5. Fruits and vegetables ) 3.37 o 8. 15.15
6. Others i)

2. Role of Governmente

i. Cooperative departments, in consultation with agrlcultural departments
draw up plans and schemes for develoning cooperative ‘agricultural processing.

ii. The State Government provides financial assistance to cooperatives in the
form of share capital contribution towards block capital cost of the processing
units, managerial subsidy and loans and ‘subsidies for construction of godowns.

The Central Government, in turn, provides assistance to state govermments towards
a bulk of the assistance prov1ded by the State Governments to the processing
cooperatives. :

iii  Cooperative Departments of State Governments are also engaged in general
supervision, promotion and audit of cooperatlve processing.

iv. The State and Central Government prOV1de guarantee for-loans. obtained by
‘the processing cooperatives from State Finance Corporatlon/Industrlal Finance
"Corporatlon for meetlng thelr block capital needs

State/Central uovernments have undertaken various promotlonal actlvitles
‘for development of cooperative processing such as : '
a. Provision of technical. knowahow

b. Planning establishment of processing unlts under normal development
plans programme. . .

c. Preparatlon of model schenes for dlfferent types of processing activities.
d. Tax conces31ons. '
_eJ_G1v1rg preference in the matter of licens1nb.
f. Securlng ald both technlcal and flnan01al, from foreign cooperatives.
vi. Most of the State Govermments have constituted state level bodies for

crlv1nD guldance and help to the state governments for preparation of annual
plans, advice on optimm size, financial structure.



TiDiA (contd.)

3. Roie of the National Agricultural Markebing/Processing Organisations :

- There are national federations of ccoperative sugar factories and

' cooperat1v0 spinning mills. For other agrlcultural processing societies, there
are no separate national federations and,the National Agricultural Gooperatlvc
Marketlng Federation Ltd, New Delhi, undertakes coordination, promotion, etc.
of these societies. .

/.. Other Government Departments and Research Bodies assigting the development

of Cooperative Processing

i. The Agricultural Marketing Adviser to the Govermment of India, Nagpur.

ii. Development Councils set up by the Govcrnmcnt of India for various
commodities/groups cf cormodities,
iii. Directorate General of Techaniczl Devclopment, New Delnl.u
iv. Directorate of Sugar.and.Veanaspati, New Delhi.
v,  Centrel Food Technological Research Institute, Mysore.

vi. Reglonal Research Laboratory, Anantapur. Andhra Pradesh:

5. Future Plans for Develqpment*:

" a. Cottoh . Prmarv and Secondary Processing
b. Oilseeds - prlmary and secondary processing

¢. Paddy = with modern techniquesof processing ‘

- d, Sugarcane - with establishment of by product indu°tr1es.
e. Fruits and vegetables (larve and medium size process1ng units)
f. Jute . :

1. Pregent Position : 1965 -

In Japan there are no specialised cooperative proce531ng societies.
Processing is undertaken as a part of thé business of the rultipurpose agricul-
tural cooperatives or 51nvle—purpose agricultural cooperatlves. The nature
and number of socicties engaged in cooperatlve process1ng in 1965 are indicated
below ¢

No.
Local Level : No. of processinvAplants'of'Multi-purpose
Agricultural Coops. : 877
No. of processing plants of Slngle-purpose
Agrlcultural Coops - ' 145
Regional Level : No. of processing plants of prefectural
economic federation of agricultural coops | 26
National Level : - MNo. of processigg plants of national marketing _
o " federation:of agricultural cooperatives 43
Total Includes processing. societies (not coops) 1200
Invested capital by agricultural coops - 53

Pr006531ng companles which have been
independent from agrl. coops
Others

wh



JAVAN (cuaud. )

¢ procc aing activities cover products such as meat, milk products,
uannlnv, splces, wines, starch processing etc. Some of these societies are
- also “ngaged in other activities such as wood ,processing, potterles, chemlcals
}manuLacturing ﬂf straw goods and. agricultural implements.

2. Hole of uovernment :

Agriculiural Cooperative Section, onec of .the departments of the Ministry
of Agricultire and Foredtry, promotcs 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. RBolec of National Agricq}tﬁral/Markeﬁin Processing Organisations:

The Federation supplies equipment to soeietics undertéking processing and
.also provides technical guidance in processing business. Wherever necessary
it also helps the prlmarlec through undertaxlng management of cooperatives.

4. Other Government Departments and Research BOdiC§ agsisting the develoggg
of cooperative processing :

i. Statistical Department of the Ministry of Agriculture and Forestry
ii. Business Department of Food Agency of Livestock Department

iii. Extension Department of Ministry of Agriculture and Forestry

iv. National Experimental Stations located in all the Prefectures.

KORDA ,_EZPUBLIC OF

Present.POsitian : 1966

Data on the nature and number of proce551ng societies for the year 1966
are indicated below : o

Typés of Cooperative Processing Societies - No.

Primary Cooperative Proceesing Societies - -“Rice 3,000

Regional Cooperative Processing Societies . Mixed Fer-
tilizer 3
Panama hat 1
Rice 9 -
. Starch _316
National Proccssing Societies Compound
j Feéds 1
~ Mixed Fer~- )
tilisers - _4& 5
No. of total marketing societies undertaklng : _
processing activities | L i Compound
o - seeds.
. Panana. hat
Rice
Starch

NB : Cooperative System in Korea is multi-purpose cooperative handling
marketing, purchasing, credit, insurance, and utilisation and processging
- business. :

[ ;
[AFL AN oW )
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KOREA (contd.)

2. Role of Govermment :

Government provides funds in the form of loans and subsidies and also the
requlred technical assistance. A number of government departments play an lmport<
role in the development »f cooperative processing. These departments are
Office of the Rural Development, the Inspection Office of Agr1oultural Products,
the Economlc Planning Board ‘and the Ministry of Finance.

3. Fole of Igggonal Agrlcultural Markptlgg[Process;gg Organisations

The National Aﬂrlcultural Naﬁketlng Processing Association prov1des gulaanCel
to cooperatives engaged in processing and also. assists them in expanding the
. marketing outlets for the processed products.

4o Futg;e Plans for Develogment'f

.The country has plans to develop other cooperative processing 5001et1es
They relate to fruits, vegetables, rice,dairy products cte.

o s

1. Present Position : 1966

Number of Procesging Societies :

Types of Cooperative Processing Socleties * Number
Primary Cooperative Processing Socleties 389
Regional Cooperative Processing Societies 11
National Processing Societies 1
Number of total marketlng societies undertaklng

processing activitieg '~ = . = . - 31
ﬁl ‘ Neme of commodity being Total capital - Value gf
No. of all coop. commodity
processed .
processing processed
socleties
Paddi M % 8,134,624 Not available
Rubber - 295,853 ", ]
“"Coffee : 71,076 " "
Copra - 2,294 " n

2._Role of Govermment

The functions of the Department of Cooperative Development in the Ministry |
of Agr;culture and Cooperatives in relation to the development of act1v1t1es
An pr006551ng ‘of agricultural commodities jncludeg:~ i



MALAYSIA (contd.)

.2, . extension of paddy processing and marketing schemes and
the establishment of large and upto-date rice mills.

b. improvement and further extension of the scheme for
the marketing of -rubber, copra, poultry, vegetables, and pineapple.

‘3. Role of National Asricultural Marketing/Processing Orpanisations

There is no national agriculturel marketing/processing union as such. The
i only society operating on a national basis deals with the manufacture of
&paper from paddy straw and other raw materials.
4 Other Goveramcnt Departments and Rescarch Bodies assisting the development
i of cooperativ@;grocﬂsslng :

i. Rubbcr Re uarch Instltutb
ii. Division of Agriculture, Ministry of Anrlculture and- Cooperatlves
iii. Federal Agricultural Marketing Authority
iv. Malayan Pinespple Industry Board.

»5, Future Plang of Dcvelopment

Paddy, Rubber, Copra, Coffee.

NEPAL

A few 011 pres31ng and paddy husking plants have recently been installed
“in the cooperative sector. These are mostly undertaken by the Cooperative
‘Marketing Unions. The value of the poods processed by these 3001et1es is
- reported to be very small.

- PHILIPPINES

Y G s 00 S g g g S et

Present Positicn : 1966

Number of Processing Societies

Types 'of Cooperative Processing Societies : Number
Primary Cooporative Processing Sociecties o oo 14
Regional Cooperative Processing 8001et1es ] 7
National Processing Sécietics SR 1
Number of total marketing socletles undertaking proc0331np
activitics _ C R 149
51. No.. Name of Commodity being processed Total édpital Value of
SR oo T 0 ...of'all coop commodity
____Lg_ _ . © processing ~ processed
1. Rice (milling) P 2,151,331.80 P 349,499.20
2. Rice (milling) 38,271.80 56,036.32
3. Sugar (processing) o 1,889,213.73: ©  7,596,726.59
beo - Tobacco :{redrying . -.9%5,800.00 12,600,000.00




PHLLIPPINZES (contd)

2. Role of the“ﬁove*nment.

>

1. Flnanc1al ass1stance “hrough. loans.
2. Management scrvices’ -

3. fonduct seminars and 4dlscussion groups
/. Education and information campaigns

5. regearch.

3. Role of National Agricultural Marketing/Processing Urganisations -
... 1. Marketing : | \
3. Distribution

-

4. Other Government Depurtﬁents/ lesearch BOdleS assigting the development of
cooperative Processing : . 3 ‘

Agricultural Credit Administration
Agricultural Credit and Cooperative Institute
Agricultural Productivity Commission

Central Cooperative Bducatimal Board

» Cooperative Administretion Office

Philippine National Cooperative Bank

[N P W O

5. Future Plans of Development

"-ZThrough Coops T Foodgralns, Fish (canning), Frults, Vegetables, Meat
B & Meat products, corn etc. ;

Through others: Fertlllzers, 1nsect101des, S Meat and Me'a:b ‘products et‘

THAILAND

T e 2y o S o 2

1. Pregent Position : 1964 - 65

- There ‘dre two paddy milling cooperative societies, ong at the regional
level and the other at the national level. Durlng the year 1964-65, they milled
g 4,300 metrlc tons of paddy. .

2. Role of Government

Government provides:assistance in the follow1ng ways.'

i, Grant of facility loans and part of worklnp capltal
: 11. Technlcal ass1stanoe -

3 Other Government Departments / Research BOdleS asulstlng the development
of cooperaulve proce331nn . S .

Departnent of Industrlal Promotion

"L Develogment Plan

”Planq aré beinp formulated for the- development of cooperatlve proce351ng
of Maizc, sorgum, caster bean and ‘peamits. A
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REVITW OF AGRICULTURAL COOPERATIVE MARKETING
SITUATION IN THE REGION OF SOUTH-EAST ASIA,

Dr.P.R, Baichwal :
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INTRODUGTION :

In the countries of South-East isia, agricultural cooperatives
have now existed for varying lengths of time, The cooperative
movemant. 18 diversified in different fields of the agrarian economy
and the movement now covers aspcets such as provision of credit,
supply of occupationél requirements to farmers, marketing of
agricultural produce, processing, irrigation etc. In many countries,
specialiéed cooperatives have heen organised to undertake different

_ functions, In others, sevefél functions are combined at the primary
or local level in one séciety. Federation of cooperatives at
différent 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 socleties

in respect of different commodities in all countries ig not even.

GOOPERATIVE MARKETING LEGISLATION

At the outsst it may be pointed out that in many countries
of this Region, thes 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 organigation of cooperatives
among the agriculturists to provide facile credit would solve the
problem of ‘indebtedness, decordingly, in the beginning, cooperative
legislétions were introduced mainly for the purpoSe of organising
thrift and credit cooperatives.,

In India, the cooperative movement was initiated with the



passine of the Cooperative Uredit Socictics ict in 1904. This
was later amended in 1912 to provide for the organisation of
societies for purposes other than,éredit ard-also for the formation
of central organisations ©wo pruvide capital to primary societies,
This was an enabling act of the Centre and the aifferent States
were given the latitude to frane mles to regulate and administer
the movvment in their mspocm.v Juriédict‘ons Subsequently,
with thp bxpaa51on of credit and narketlnv cooperatives snd. the
spread of the movement in ulvcrse directione of economic and soc1al
fislds, a number of St 1tes anacted ssparate 1eglglatlons wherever
the Central nct of 1912 p“c"rd iraamnuatu to muet the needs of the
movomant It may . be _>calleo that Pakistan was separated from India
much later in 1947 ﬂnd the cenural leslslaulon was applicable % |
':Paxjstan tlll it vaUJred soveralwn pOllthaL s% atps. In East
Pakistan, the ccntrul act of 1912 sbill prov1dea “he legal foundation
to the cooperative movement in Lhat coupt"y

In Ceyﬂon the “oopcra,lve mOVAmcnt feCGlV’d legal status
w1tn fhe enactment of Cooperative a001eﬁy‘0rd;nance of L9l@.b This
Ordinance made pfovis&bn for the orgaﬁisation of only creditb
socleties, In 1921 it was amended tc enable the organlugtion of
non-c¢redit socictius, ' -

- In Malaysia, the Cooperative Sceieties Braciment passed in

19?2 Drov1ded for the organisation cf nainly thrift and credit
societies, olopequenfLy, in 1943 thD'Crnperative Socicties Ordinarce
was passed paving thé‘way.for the development of other societizs
‘both in rural and in urbsn areas, In &ingapore the cocperative
socicties ordinancn wag passed Dy uhe Strdltu Set+1ement Government
in 1G24 anc camﬂ wnto force = ygar lateL.-

"In Thallqnd the uSSO"latlon Amencment Act, 1916 provided the
ba51s for the organisstion of mainly COOperathP credit societies.

Later, in 1925, Cooperative Soc1et1es dct B.E. 2471 was promulgated

N



giving wide scope for the organisation of all types of cooperative
enterpriscs. ' |

In Philippines the Rural Crcdit Law (Lct 2508) of 1915
provided for the formation of only credit societies, With the
enactment of Cooperative Marketing Law (iet 24 and 25) in 1927,
organisation of cooperative marketing societies was facilitated,

.mong the countries in the region, in the Republic of
Xorea and Nepal, the law to regulate cooperative movement was
passcd only a decade age. In the Republic of Korea, the igricultural
Cooperative dct was cnacted togsther with the Jgricultural Bank
‘Act in 1957, When this act came into force, agricultural coopsratives
were organised at the local arnd national levels for providing ser-
vices other than credit including marketing and the function of
providing rural craedit was entrusted to Korean igricultural Bank,
These two organisations did not have coordination betwecn themselves
and therc was duplication and competition in their business operations,
With a view to ecliminating the inherent defects of the organisational
structure between the agricultural cooperatives and the Korean
igriculture Bank, the government promulgated a new agricultural
Gdope ative et in 196l, By this ict, the coopcratives and the
Korean -igriculture Bank wore amalgamated into one gystematic
organisatioh,designed to handle credit and other business activities.
In Ngpal an Ordinance was promulgnted in 1954 for.regulating the
working of tho cooperatives. Later in 1959, Cooperative Societies
ict was passed. | ,

It may be pointed out that though in many countries
logiglations were passed to provide for the organisatibn of markeﬁing
coopératives, this sector of the movement did not receive much
attention until the thirties of this century, In the sarlier
period the credit movement in some countries gathered momentum
and with the rapid expansion of the movement,.some of the dis-
qﬁietening features such as-increasing overdues, mismanégement

misappropriatibn “of funds ete., crept into the picture. 4 few of



these unfortunate trends were, however, obgsecured during the

rising prices and boom conditions, But with the onset of the
world-wide severe economic depressidn in 1929 =2nd theifall in
the'pricus of agricultural produce and volue'of land, ‘the repay-

ing c«pu01ty of the farmers was severcly fooct°d and consequontly
COOporathP movement in many countries received a great set back.
The overduuo of the cooperatives mounted up and with their assets
frozesn, the lown omerltlons of the societizs camez to a standstill.
"D4r1n~ this perlod it was realised that organlsatlon of cooperatlves
for providing mainly credlt would not solve the problems of
cultivators when the markcting of agricultural produce is in fhé
‘hands of private tradors. The benefits of credit are fittered
“away and appropriated by thesz traders ahd money-lenders. -Supply
of only facile creait will not, thersfore, soive the preblem of
agricultural indebtedness., It was, theréfofe, realised that unless
simultaneous efforts are made to develop £he ﬁarketing”cooperatives,
the Cultivatof will not be able to secure the benefits of rural
cooperative credit, Though during this period attention was given
to this ﬁroblem, serious attempts in organising mafketing coopéra—
"tives werc made much later.. The aitempts made in the cooperative
marketing of agricultural produce can be broadly clagsified into
three cétegories, These are, linking credit cooperatives with '
marketing cooperatives, organising multi—purpose cboperatives to
undertake both credit and marketing, and organisation of specialised
"eooperatives to undertake marketlng of 211l or certain specified

commodlties.

STROCTURE OF M RKETING COOPER.IIVES

In Phi llpplnes the coopﬂr tlvcs et the primary level known
as FaCduos, are multl—nurpOSe coonoratlves " There are also specialised.

coopéeratives nandllng certain sp=c1f1ed commodltles. Similar is the



case witk;Japan and Ropublic of Korea, In Thailand, marketing

is undertaken by separate c00perdti§es and an attempt is being
made to coordinate their acitvities with credit cooperativ:s.

The position in Indiz and Malaysia is similar to that of Thailand,
In Ceylon, in the beginning, separate socicties were organised

for the purpcse of undertakihg marketing and coordinating their
activitios with credit cooperatives, In 1956 thic Committee ’
oppointed to examine the publem of rural indebtedness and to assess
the role of cooperatives obscrved "that it (the cooperative move~ °
ment) had nect gained adequate maturity for its years of growth

and that its development had been checked 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 cngaged mainly

in marketing were also converted as multi-purpose cooperatives,

It might be pointed out hers that in countries.where attempts

are haing made to coordinate the detivities of marketing and
credit cooperati?es, the Bask of collection of produce and passing
on the same to the marketing sociecties is assigned to credit
cooperatives. The structure of the marketing cooperative movement
in a1l the countries of this region is three-ticrod, Primary
marketing cocperatives covering a group of villages are at the
base. Such socicties are generally located in a marketing centre.
These are organised into federations at the districﬁ/prefectural
or the regional levele which in turn are federated into apex
organisations at the State df National levels., dpex marketing
societies exist in Japan, Republic of Korea, Philippines and India.
Soms of those apex.organisations handle all commedities and a

few others restrict thelr dealings with ohly certain specified

commodities,



FUNCTIONS OF MARKETING COOPERATIVES

The functions of the“mafketing'cooféfétives in many
countries are not nécéssariiy restricted to assisting the farmers
in the marketing of agricﬁltural produce. 4 few of the societies
also provide productiop”éreditbtb farmers. ‘This is done with
the objéét of binding the farmer and gi§ing him an inducement
to bring the.produce‘to the societies, Supply of agricultural
feqﬁireménts like éced, fertilizergfmachinery etc., ares also under-

taken by the marketinglcooperatives.

STATUS OF MARKETING GOOPERATIVES

._lin Ceylon atjthe'end of 1965 there were a total of 4708
sociéﬁies undertaking‘mafketing of égricaltural_produce; They had
aﬂmembérship of.64,6244; These SOCietiés inclute; apart from rice
which is the main crbp,' other products like tea, rubber, tobacco,
vegetables, dairy produbts poultry etc. Tt is estimated that
about 90% of the cultivators are served by these cooperative
markéting societies, ‘ o
o In Thailand marketing movermcnt is largely restricted to
paddy though a féw“cooperativés have‘been'organised:to handle coconut,
fish, livéstock and kneaf, During 1966, there were a total of 146
primary marketing societies ﬁnd 7 secondaries.

 In Phiiippines,'at'the»close of the fiscal year 1964 there
were a‘totai of 536 agricultural mafketing cooperatives, Of these,
514 were the primary associations: 20 provincial federationsj one
regional féderation and one national foderation. The marketing
cooperatives coversd Paddy, Coconut, Tobacco, vegetables, fish,
coffee ctc. In the Republic of Korea; at the end of 1963, there
were 19,869 Ri Dong (Primary) Gooperatiées; Thesexcooperatives‘

had a membership of 2,2 million farmers. The Ri Dong cooperatives



were federated into 139 Gun cooperatives which had 397 branches
‘throughout the country, . The National ﬂgridulturdi'Cdbperatives
Foderation is the apex organisation, This federation has 9
provincial branches, -Begsides these, thore were 122 Special
-eooperstives dealing in different commodities.,

At the end of June 1964, in India, there were 3,347
marketing cooperatives. Of these 3166 wsre primary marketing
cooperativies, 159 central socicties, 21, state marketing céopera—
tives, and 1 nation»=l organisntion. The societies covered aspects
such as cotton, tobaccoy coconut, fruits and vegetables amd a fow
other commodities, Their meémbership consisted of‘l,30,567 societies,
17,16,800 individuals and others as regular members and 68,278
nominal members, | - . L

In Singapore, at the end of June 1963 ther: were 7 marketing
societics with a membership of 2,970. These éoéieties covered

poultry, fish and other agricultural commodities.

INTERN.TIONAL - COOPERATIVE TRADE

SomzNof the cooperatives in the fegiOn are alsoAéngaged in
International-Cooperstive Trade, In India, the National igricul-
tural Cooperative Marketing Federation and a féw other mafketing
federations in soms States are exporting proaucfs of their members
to Middle-East countries.,  The commodities ex?orted cover cotton,
bananas, mangoes and pulses., Some of the cooperatives also import
a fow items like cauliflower and potatoe seeds, dry fruits anmd
asafostida.’ o - i '

The Wational igrieultural Coéoperative Federation in the
Republic of Korea hns set-up a foreign trade section to handle
imports and exports, The imports>cover milch éattle, agricultural
chemicalsy agricultural machinery; seads, meige for fodders and

also rice mainly from Japan and the United States of imerica,



In Japan, the Federation of Agricultural Cooperatlve
anuCl"tlon has H<en cxporting agrlcultural products and horticul-
tural goods as fresh tangerlnbs, preserved foods, seed potatoes,
apples and‘eggs to the U.5.4. Canada, UK., West Germany, Sweden,
Singqpor and other world mquets ' This federation also imports
foodstuffs, raw ma terlals and fertlllzers. In rocent years congi-~
derable quantity of maize is 1mported from the Bangkok Farm Products
Markctlng Socisty, Thailand. .

In Phlllpplnes the Cpntral Coopcratlve Exchange imports
fertilizers, spraycrs, farm equlpment, 3eeds and jute sacks from

Japan, the United Stutes, India and Taiwan.

GOVERNMENT ' ASSISTANGE

The marknting éboperative movement has\receiVed considerable
emphasis pﬁ"tlculquy'ﬂftgr the launchlng of devblopmbnt plans in
many countries ir the ragion. In the developmtnt plans, several
countriss have adopted a deliberate policy of encouraging and.orga-
nising cooperatives in different fields of'soc1»1 and economic
'actlv;tles. 4ilong with other cooperatives, the marketing cooperatives
are givén‘inéreaéing techniéél‘and'fihanoiai.dssistancé,by the
Government so ‘that théy.could undertake marketing and other necessary
allied activities in an effiéient way. The nature of financial
and technical assistance glven to marketlna COOpﬂrathpS is
indicated below:- |

A i) Loans and'subsidies are giben‘to cooperatives for certain
sp001f1c development programmes which in their 1n1t1al stages
are not’llkely to attract flnance from regular flnanclng
agencies, for gxample, cooperatlvg proce351ng. Some of
the purposes for which loans and subsidies are extended
relate to éonstructibn ofAbﬁildings an@ store;bouses, pur-

chase of sale-depats, purchase of machiﬂery and other



equipment, say for uhdertaking processing and other
activities, purchase of transport vehicles ete, For certain
purposes, these loans are extended at concessional rates
of interest, _ ;

ii)fSubsidies are also ﬁadevavailable for opening branches of
cooparatives so that they could extend their services in
the interior arecas,

’iii) Loans and subsidies are also given for the appointment of
tochnically trained and qualificd managerial personnel. In
certain.cases,,government also deputes their personnel to
work as Managers or Sscretaries of the societies, The
cost:of these personnel is barne either by the Government
or %he gociety or‘sharéa by both, B

iv) In méﬁ& countries, governments. have created specialised
institutions for providing financizl assistance to all types
of cooperatives including marketing societies, These
institubionsbare, hotever, run on commercial lines, For-
some of these instidutions the resources are entirely pro-
vided by government dhrough initial appropriation from
government budget, In Philippines, the funds for ACCFA
(now 4CL) were largely provided by government. Similar
is the case with Thailand, Again in India, the Central
Bank of the country, Reserve Bank of India, provfdes finance
to cooperatives for various purposes at concessional rates
of interest. -For certain purposes, the rate of interest.
charged is belowvthé Bank Rate,

v)‘With a view to sssigting the coopordtiﬁes in increasing the
borrowing'powar_qf the societies and a2lso to gencrate
confidence among the commercial institutions in finaneing
the cOéperatives, in some countries, the governments have

contributed to the share capital of the societies and have
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thus, become active partners in the development of
cooperatives, This contribution is given to cooperatives
at all levels.

vi) In order to provide proper atmosphere and create suitable
conditions for the effectivg working .of both credit and
marketihg coopearatives, operations of money-lenders and
traders are be'ig regulated through legiélat%on. In India
for regulading the trade in agricultural commodities special
act entitled R-gulated Market .icts have been enacted and
enforced,

vii) Financial assistance for “he purrcse «f caprving ©n coopera-
. tive educawon and propaganda work is given to cooperative
federatious and cooperative unions., Governments also

have prov!ded assistancc in organising special training

course for the personnel to work in marketing cooperatives

It may be indizated that in recent years in many countries the
guantunm qf financé,given to different purposcs have increased ;ub;
stantially, Jdmong the eountries in the Region, tie financizl essis-
tance provided to Cooperative Marketipg Sociztiss in India appears
to be very sicnificant, Hoﬁeve?, no comprzhensive statistical
data are avai.able for making an estimate of the totel annual value
of State assistance to cooperative marketing éocieties throughut tuae
couﬁﬁries in the region nor ié itveasy'in all cases to distinguish
between grants and loans or tqiﬁecide whether a loan at current rate
of interest from a Natibnal Bank to cooperatives to cover the amount
of crops shoul” he counted as q_State 2id or as ainormal and mﬁtually
profitable business operation. '

OTH=R FOEMS QF STiTE ASSISTANCE TO MABKEIING CCOPERATI VES

Marketing cooperatives are also given support and encourage-

mint in other ways, Some of the ways ia wuich the support is given



to marketing cooperatives are indicated belows

i) Marketing cooperatives as also other credit and multipurpose
cooperatives are given moral support by the government in recog-
nising thzm as suitable agencies for undertaking various
activities, In India, for examplé, during the Second World
Wiar procurement and distribution of rationed, controlled and
other necessary commedities was entrusted 1argé1y to coopera-
tives, Cooperatives are also given the work of distribution
of fertilizers, cement, iron and steel reguired by the farmers,
The cooperatives are also utilised in the food procurement

™ operations, In Ccylon, the entire food rationing scheme in the

City of Ceylon is implemehted 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 prosramme is mainly operated through
cooperatives, o

’iii) Cooperatives are also given preferences in conducting import
and export trade., In Coylon, for example, the Cooperative
Wholesale Hstablishment, a State Corporation, which supplies
consumers goods to Cooperative Socicties acts as the sole

importer of items in short supply;

Fiscal Pririlive

'Coopefwtives are.also allowed remission or concessions in
certain taxes such ~s oxemption from income tax, stamp duty and
registration foc., In certain cases, cooperatives are also. exempted
upto a point from other taxes and customs duty. The tax concegsions
given to cooperatives have been of great value in the past and still
have a value in devzloping countries where cooperatives are individually
small and lack resources, The previliges given to cooperatives in
the cxecution of awards through government agehcies, exemption of

shares or interest of members from attachment may also be mentioned,
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dppointment of Committees of Znquiry

inother way by‘which govermients have agssisted the marketing
cooperatlves a8 qlso the COOpbraulVO movement in general i through
~ppointment of Committb@s of anulry from time to time with a view
to suggestlng measures for strengthening the Cooperative marketing
structure. In recent years, governments have also been providing
fingn¢ial assistance to professional organisations and Universities
for_undertéking research in pertinent fields.of cooperation.. In some
couﬁtries.and particularly in India, a few of the States have cells
for’undeftaking research in different fields of the economy including
cooperation, _ |
PROGRESS OF MARKETING COOPZRATIVES

It may be pointed out that with the excoption.of Japan and

'specified sectors of a feQ other dountries, the progress of marketing
cooperative movement has not been very significant, In certain
countries, cooperatives handling commercial crops like cotton, sugar-
cane eté. have shown consﬁierable progress. Similarly, in areas or
reglons whnre the size of cultlvatlon bolalpﬂs of the farmers are
genpral“y large and the ;ood crops are groun on a compercial scale,

the marketing cooperatives are faring well., For example, rice in
India, In resiong whers the ‘subsistence farmers abound and diversified
crops are withered the progrese of Lhe markebing cooperatives has beear.

rather poor,

PROELIMS OF MARKETING COOPERATIVES

Various fractors have contributed to the poor progress. of
cooperative harketing movément in these.countries. Among others,
lack of adequafe financial resources with the movement and inalequate
unaerstanalng of the problbms of agrlculturlsts and their financiel
and other needs, lack of 1nte est and active participation by the
members in the activities of the societies and obsence of loyalty

among the members, lack of availability of zolc management personnel
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and the entry of money-lenders and traders in the society{ wide

spread illiteracy and general lack of urderstanding and -appreciation
by the rural masses of the ability of coeperative technique as o means
of increasing their oconomic and social welfare have combinad in
varying proportion to’work against the progress of the marketing
socleties, = Absence of other external factors which can create a
congeninl. atmosphere for the smooth working of the societies may

also be emphasised in this connection,

PROBLEM OF FINANCIAL -RESOURCES

| The marketing coopgratives as also the entire cooperative
-movement, do not have the needed financial resources to undertoke
their functions, This limits their ability to provide credit to
farmers when the produce is brought to the socisty or to extend

credit to market functionaries., Many of the societies have scarce:

or no facilities to undert=ke processiﬁg of agriéultural_produce.

This is particularly so 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 socisty for sale on an agency basis,

The practices and methods of marketing cooperatives are often
out of tune with genaral 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
doj much less can they compete with .the traders. The merchants have
their nagents operating in the villages who either arrﬁnge for the
trangport of produce to the Mandi or even purchase the produce in the
villages, In many of the villages there ace a number of petty
tradefs‘having considerable hold over the agricnlturists. They
colloct~gllvthe marketable surplus from the cultivators and transport
it to the higher agencies or the wholesales 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. Basides, when they sell their goods to
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the traders at their dboré théy got immediate payment. This arrange-
ment is also inconvenient to the cultivators 51nce it would relieve
them of the trouble of maklng transport arrangement and other
1nconvbn1bnces.

" Just as there are llmltqtlons to the success of a cooperative
credit society can achieve, so also thqf;uccess of marketing
cooperatives divorced from the supply Afucredit HEVG”éonSiderable
limitations, It is needless to mention that iffthé‘Cultivéﬁors are
to bring their produce to the marketing society, they should be given
adeqﬁate finance in ﬁhe form of credit for production and other
assential requifements, In this sphere, howe&er; the record of
the credit cooperatives has been rather poor and unsatisfactory.

The inqdequota finaneing of the _peasant s s by the credit cooperati#es
has contributed to a Great extent for the poor progress of the marketlng
cooperatives, It may be rrcalled that ti11 recvntly, in many
countrlpe, ownership of land was tne criterion for advanclng loans.
Evun in this sypthm by and large small farmers were by passed and
where finance was provlded, it formed a small part of their needs

as the lqah was related to the value of security given to the society
and not to the profitability of invéstﬁQnt; Obvioﬁsly, in such an
arrangement, a number of tcnanté and also small farmers were not -
eligible for cooperativu loans. In recent years some attempts are
b01ng que to supply credit on the bas1s of productlon requirements
and repqvlng ablllty. The progress achieved, however, is far from
satisfactory. It is reported that in”many countrics cooperatives
provide loans in a meéhanical wéy and that they do not adequately
consider individual needs for production purposes. Conscquently,
cultivators are driven to moné_y-lénders and or traders for securing
the needed finsznecinl qssistanée; This leads to divided loyalty énong
fhe.members and in all probability the intcrest of the cooperatives
are likely to suffer, There iS; thereforc, a nsed for ccoperatives
to reform the loan policies and procedures so that the prqduction
credit needs of the cultivators are met adequately.

There is yet another factor which has contributed significantly
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to the breaking of loyalty among the members towards the society.
Begides production finance, cultivators need finnnce for their
maintenance expenses_durihg slack season and to meet other demands,
However, the cooperatives provide‘mainly for production purbosas

and finance for malntean0c if at all glven, is on an extremely res-
tricted scale, As a result, members are forced to aoproach money- -
lenders end traders for meating their-malntenance and unavoidable
domastic cxpenses, This creates diéioyaity.among thom towards the
society as they would be pa rticular in the ﬁunctuql repayment of
money-lenders * and tr qdars_ ie)< for fear of thelr refusal to entertaln
them at 21l odd times and for all’ od¢ purposecs. Thus, the 1nterests
of both cr=edit and marketing 3001et1es suffer It is, therefore,
not surprising if the membsrs evince no 1ntorest in the worklng of the
societics, Where the mombers 1oyglty cannot be asSured, it is diffi-
cult for the ccoperatives to discharge their functlons properly or to
extend thair range of qct1v1tles in other flelds. The need -for -
providing consumption flnance ariscs because of the fact, that in ~
the cage of large:manrlty oﬂycult;vators in these countrles, agri=
cultural enterprise is a defieit one. In the light of the inadequacy
of the resources at the dlsposal of the society, the doficit nature

of the agrlcultural economy_of»the cultivators and the difficultiecs
involved in ascertaining precisely ths nature and extent of the
subsistence nceds of the firmers, he problemfof subsistence financo
to cultivators needs to:be carefdlly examinea.

PROFLA OF MiNAGEMENT S

Lack of'avaiiabiiify of able personnel with Honesty, character
and ability to manage the societies is also a faeter'conﬁributing
to pbe‘poor prggreés of the cooperaﬁiVo narksting sociefies. Many
societies have come to griof because of the inability of the societies
to pay adequete remuneration and att:aet able men to manege the societies
People with buéiness knowledge, acquemen andﬁieaderehip prefer to
work in enterprisee whera tbey see better proSpect‘for their future,

The cooperative enterprise has, to them not proved to be a venture
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that can secure their personal future development The insta-
blllty and failures of cooperatlves coupled with very low -
compensation drive them away to other kinds of work., Thus, what
is often left in the community to accept cooperative enployment
are the mediocre and those who make cooparative management a part-
time job.. In nelther of these cases, cooperatlves can have that
hlgh en libre management ablllt] and devotlon which cooperatives,
‘especially in their formative stages require, Bacause of the,'

.poor management, ~the marketing.societiesyhave.not been aple_ﬁo
provide the reasonqble marketing services to enable the grower
to obtaln a fair price for his produce,

- Because of the general i1l1iteracy of the people and many
otber factors it 1s rather difficult to secure the personnel
withiﬁ the village community. - In many cases,-a vast magorlty of
agriculturﬁl community are st111 ‘excluded not by abllity
Jbut by their poor education, poverty, indebtedness and low economic'
and social status from any position -in SOCiety which involve
responsibility supervision and leacdership. Moneyolenders, traders
and landlords, through long assoclation with the ruling class
have acquired administrative skill and abllity. They are the
educated elite and therefore the most effective and active group
in these communi%ies, Resides, because of thelr economic strength
and social status they;proviﬁe leadership to the rural community
and thus wield congiderable influence over the peasants, They
pervade all social, cconomic and political institutions and
have a determining influence on the policles and programmes of

'these institutions, In many countries, apart from providing‘
open competition to the cosoperatives, in thé»guisa of cultivators,
moneyhlenders and traders have crept into codoperatives and with-
their array of mal-practices and guestionable activities, have

.'ettempted to dismanﬁle*the fabric:of societies., They manege to
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to get elected to the Board of Management and ménquvere the
policies of the societies in a manner to sﬁip'théir'own”aﬁdé.
Studids on the working of. the cowoperatives carried out
particularly in India, Pakistan and Philippines,‘havé-revealed
that the cowoperative loans ‘have largely heén appropriated

by these groups at the cost of small f?rmerg'who are-most in
need of such loans.: Even the loans taken by these agencles
have not heen promptly repaid to thé.sqcieties._

Such instances abound in India also, In many cases, even the
regsournes of the gocletles are misapprbpfi%ted_or utilised by these
vested Interests. in finaneing their own business. Hoﬁever, some
of these persons, inspite of their‘quest;onable praétices, manage
. to retain sheir position in the.societieé throﬁgﬁ shger'sfréngth
of finaneial and other assistance by way of which they bestow
’innUmerablefpettj favours on- the farmers. Thus,‘laék of proper
personnel “to manage the societlies and entry of.modéy#lendersiénd
traders has contributed greatly to the ineffectiveness of the
cooperatives, The big »mnestion. . is how to prqveﬁt suéh persons
from entering into the management committees.ofithe éoéietiés,
is experience has shown, most:.of themhﬁeqome meﬁbers on the
pretext of belng cultivators. and mandgéﬁﬁq get.eieéted to the
Board of Management of the,societiés;‘AUnless the law itself
defines a‘drader’ and a': money-lendef or makes provision to
empower tHe Co~operative Department and/or the Society to exclude
a particularAperson 1f 1t is convinced that a particular person
is a money;lénder or a trader, it is not possible to prevent the
domination of these vested Interests. As a long-term measure,
the solution of these 111s lies in educating the farmer memhers
in their rights and duties and in crecating co-operative leadership
among this undgr;p:}vileggd'éommunify,
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EROELAM OF ED¥@ATION
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 education to rural people in the principles
and practices of cooperation and in making them understand their
rights and 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 cooperqtive society largely dependsgupon its
ability to secure enlightened members. The poor progress of the
movement in these. countries may also be attrlbuted to the fact that
educaticnal aspecte of the mOVement is ‘not given the importance
-1t deserves, In many countries, in their impatience to achieving
rapid progress and improving the conditions of the rural people
through cooperative approach in diffenent economic and social
fields, dooperatives wore organised”without preparing the |
foundation thrdugb proper coopefative education of pembers-
Cooperative education will enable in changing the attitpde of
members. .Since this’ ahange grows from insid » 1t will endure
This education should not howeVer, be in the form of mere
lectures and reading material but this education should be by
example, a kind of education that will strengthen the membership

bage and management staff,’

* COOPERATIVE MARKETING AND THE
INFRA- STRUGTURE OF THE ECONOMY

The extent to which‘the marketing cooperatives can play
their role in assisting the cultivators in securing hetter price
for their produce also depends.upon the improvement of certain
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external conditions. These relate to aspects such as implemen-

tation of land-peform measures, extension of irrigation facilities,
establishment and effective working of regulated markets,development
of transport and communication facilities, effective regulation of
money-lending activities by private money-lenders, provision of
general education to pesople etc., though attempts have been made

to bring about improvement in these directions since long,

progress is visible to some extent only in recen® 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.

Al
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OBJECTIVES OF NATLO&AL/REGIONAL FEDERATIONS
OF M/RKETING CO-OPERATIVES. |

4 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 bezin with the latter case, and
énd 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-operatives, and this, then is what will concentrate our

study on,

4, Federation and centralization,

_ " The birth of agricultural marketing cooperation, long ago,
was locally spontaneous, and organized to meet local needs,

In communities where neads 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-operatives were specialized, ‘ , '

In éome_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
compete with private enterpriscs, and incrcase competition in a sys-
. tem dn which capitalism was the”foremosf dynamic power;‘ Under these
circumstances it was natural for the government to remain neutral -
in a liberal interpretstion of the word - to the co-operatives, while
at the same time the co-operatives claimed fresdom from governmental
intervention as a pfe—requisite for their individual and unintegrated

expansion,
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The local achievements in many places wera inspiring
and bescame recognized as a means of help to the small, commercially
unskilled, and I ‘might. even say coﬂéeQuently, poor farmers, to
improve their living céﬁditions. This became a stimulus to promote
agricultural co—operatiOn,either on gocial grounds by appropriate
government administration, cor for humanitarian and idoalistic
-reasons’ by privately organizcd councils or commitbees. Such councils
and committees, however, Qould'hot.be considered as as federations
in the type of- cooperative system now under consideration. ‘Even
~after federations have been estdblished,.councils sometimes continuz
- their work as colléteralvbodies gsupplemonting the more, commercialized
promotional work that the federations arce engaged in, For instance
councils and committees could extend their activities to producer -
and consumer co-operation alike, sven when these scotors heve become
separate movements, wherzas the interest of a commercial foderation
naturally must be limited to the branch of co-opcration that it
federates, |

The second sfage of co-operative development, when local
co-operatives have been cstablished, is the horizontal integration
into larger and more efficient local units, which can afford better
trained and morc specialized personnel, Simultaneously,vbr with
some time lag, hori.zontal integration will spur a vertical integra—
tion into unions, The unions enable better co-operation between
local co~oprratives in fulfilling_common‘goals on & regional basisg,
and in handling Specialized'activitiesvofficiently, of which the
fixed:costs are too heavy for local co-operativas to bear indivi-
dually, This kind of vertical integration into unions will be
especially beneficialfwhen the result is a rationalization of* the
collection and distribution system within the arca and when extendod
to co-operative production and proccssing, BEventually, this integ-
ration might lead to = complete amalzamation of the reSpective Jocal
co-operntives into one éingle orcanization for the whole area

in question,
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The third stage of co-operative development will
consist of an integration of co-operatives with the same business
endeavors into a national or large region federabioh, -This uni~-
fication of primary sociesties direetly or via their unions, will
result in a foderation of dairies, slauchterhouezs, different
kinds of packing stetione, ste, Just as the unions hnve taken
over functions from the primary SOCieties, the federation will
then take over such functions from the unions whnich can more effi-
ciently be carried out on a national basis, It would lead to more
spocialized, and therefore Ly necessity, more centralized types of
production and processing. These could be made activities of the
federation to be decided upon according to the general rules followed
with respcet to the influcnce of the unions over the federation,
or they could be activities of subsidiarizs to the federstion, In
this casa, the same decision makins would baz apolied but in an in-
direcct way. Yet as anothor alternative, the respective production
or processing companies could Le directly affiliated with the unions
or to a regional group of unions, according to capital contribations
or other standards agread upon from case to cass, This would then
be n co—operation of the uniong outside the federation,

A The most important of the federation’s other tasks is
importation and exportation to éomplement the domestic market regu-
lation. In this activity all unions and other traders in the same
branch, 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 tholr co-operntive bargaining power in
relation to competing bargaining powsrs that arc operating in the
market and which at the same time will be trying to improve their
strength and strategy. »

The development, duc to its nature, is monopolistic, and
this is uwnavoidable, Tor a long time the free competition of an
economically developed socicty has bzen gradually substituted with

collective bargaining., This doss not mean that free competition



no longar oxists, On the contrary, many of the characteristics

of free.competition are still recognizablc today, cepecially among
small enterprises of which farmers constitutes thd'largest sroup.
But it no longer is a comparably officiont form of compotition,
Once this has been n~cknowledged, there is no possibility, to impeda
its progress on 2o local or union lovel, unless all the pessibilities
‘of collective barsaining have been exhousted.

To clarify the situntion, we wmight sponk sbout two different
types of marketing officiency, One is competitive efficiency,
resulting from one entorprise giving a better price than the other,
This is usually taken ag proof of a corrssponding difference in
costs - which it not always is, Compctitive :fficiency, has no
bearing upon the price lcvel asg such., 4 trader can always earn
a decent living of his middleman’s wmargin, whether it is on a high
or on a low prics level,

-

The second type of markcting efficicney, we might call
co-operative afficiency. In its mcasuremsnt wo not only include
simultancous price differcnces, bub also the price level, i.c. a
measurcment of the eventu:l influence of the respeétivo co-operation
on the price level, and if on an sverage it has been to the advantage
or disadvantage of those co-operating., The difficulty with co-
operative ‘efficiency, of course, is that an eoxisting price level
cannot be measured in relation to a non-oxisting one., In other
words, thore cannot be two luvels available for comparison at the
same time, DBut this does not wake co-operative efficicney 1ess_
important, Generally thc responsibility for practicing it rssts more
with the union than with the locrl co-ovarative, and more with the
federation tham with the union,

- Examining furth.r the monopolism touched upon above, we
find that it cannot be very definite when its outcome depends on
governmenﬁally controlled forcign trade. Today, external trade

in agricultural products is usually controlled by the government,



& co-operative monopoly, furthermors, cannot be very cffective

as long as the respective agricultural production cannot be
appropriately controlled. To check dgricultural production,
especially its reduction hag proved to be very difficult or impos-
sible for governments, aven with the many extraordinary tools
they have at their dispossl, This lzads us to the conclusion that
monopolism and co-operative :fficicney are more similar in theory,
than in practics, '

In practice, cooperative cificiency as guided by a federatioﬁ
must focus on promoting orderly domestic trade and, furthermorc, in
co-operation with the government, on acjusting foreign trade so that
domestic endesvors are not hampered, The main concern is domestic
tradae, but as forelsn trade is a matter of ohvious governmental
intervention, thig always attracts the most public zttention, Order-
ly domestic marketins, on the other hand, triess to avoid wide seén-
sonal variations to store and distribute evenly over seasons and
arcas, and to produce and process in order to meet and. further develop
consumers * demands. This is just what we all lik2 to see materialize,
What we go on quarrelling ~hbout, is how fast it can be realized, 0
what oxtent, and who should gain how much in the short and long run.
Co-operation ig a pooling of resources and a pooling of costs.' Its
efficiency dcpends on lsadership, on the number, knowlcdge, and
solidarity of members, on the profits and possibilities for member
satiasfaction and salf-financing of further developmsnt, and last
but not lenst, on good public rolations, 411 this certainly pro-
vides the federations with 2 wide fizld of action,

The fourth stage of co-operative development will consist
"on an integration of branch federations into an over all co-
operative federstion. Jdgain the objzactives and functions of the
ingtitution from a commercial point of vicw must be analyzoed with

respect to its co-operstive efficicvncy, Some kinds of production



and processing might, for instance, be of interast for mony
branches and beneficial to the farmers generally. They might
further nccossitate investiments and capital contributions that
can oniy be afforded by all the agricultural co-opcrators jointly
if the advantages of large-scale operntions shall be appropriatsly
utilized, For the ~dministretion snd the decision moking there are,
in principle, thc same possibilities and alternatives as with the
integratioh of unions into =2 branch foderation,

When the co-oporative intesration is merging towards on
ovef all federation or 2ven long before that, the relationship
to other farm organizations, if there are any, must be clarified.
agriceultural 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 onc of the two movements
is incorporated and the other unincorporsted, Onc of the move-
ments in an aggregation of the farmers’ business interests, and the
other is a mors free and spontanious aggregation of ths farmers”’
general interssts, However, one might claim that in on eccono-
mically developed society all kindg of professional interests are
indentified by their economic reperoussions and that the target
for all professional improvements is economic betterment. .4s a
consequence, agricultural co-opcration must either be one, and
probably the best, of the tools that the farmers” unions can dis-
pose of, or the unions must simply reprasent one of the functions
of the overall federation, i.2, the communicetion with the members,
No doubt a coordination of opinion is necessary in the re-
lationship betwecn the/farmers’ organizations, on;one‘hand, and
the government hackad up by public opinion, on the other hand.
This is most important in negotiating agricultural price and income

policy, but is very nccessary in many other instances also,



To guaranty cocrdination an ~malgzemation of the two movements

into ono is often advocatad, where it is not already a uctter of
fact, It certainly broadens the ohizctives of the federstion or
the union, or whatever name we give to the overall orgnnization,

In my opinion such a solution to the problem is partly a
failure, OCo-oper-tion is morc than just being business associates.
Moreover, the ficld of qctivity is so vast, that a far reaching
division of labour always must be nccessary. The interests of the
farmers in their organizations, finnlly, are so diversified that
compromizes in many dirsctions must be the normal scope for all
practical solutions., Under these circumstances a very simple
organizational structure could 2asily promotc ths welfare of those
concerned at the expenss ot democrwucy, In the lbng run, the result
would be to reduces what we have identificd as co-opsrative efficiency,
‘Therefore, it seems desirable to place limitstions on the objectives
of an ovecrrll federation of qzriculturai co-oparetives, Naturally,
the limitations should concentrate on cfficicnt business transac-

tions and orderly markoting.

B, The rolc of a centrnl federation in promoting agri-
cultural CO«operatidn.
A countryAthat intends to build up a co-opsrative marketing
system in a rclatively short time, may have 2 differont situation from
the

the objectives of the respoctive federation before the situation

C

nc we just discussed, Naturally, it is difficult to discuss

has been st forth more precisely. The conscnsus of opinion may
simply be that "somcthing hns to be dons", However, lot us suggest
that therc is governmental planning for development, and that this
includes i cxpansion of food production and distribution. Increased
agrienltural production is' found nccessary toth to raise food consump-
tion on the farme and to make possible industrialization in rural

ar:as that would otherwisc requirc more imported food, - So o



domestically intograted and coordinatcd system of trade is =also
found nzcessary, Preforably, this should aim at transferring the

larger pat of the middlemen’s profits to the farmer’s pocket,

ke

~se their commercinl production

e

r

W

and thus stimulating them to in
without increasing the price to the urban consumgrs, Let us suggest
that this broad interpret-tion of the situation is the base for a
co-operative policy as a part of the overall economic plan, Of
course, all thg‘respectivo trade need not to be co-opsrativae,
according to the planners, however, co-opuration should be given

a fair chance to play its role in the cconomie development. It is
with this backzround that we now will discuss what objectives

should be set for a federation, in order to make it the nuclcus

of co-opurative contributions,

Go-operation is not an ivwention of the middle 19th
century., Long before the co-operative movement became popular, it
existed betwoen nciéhbours and tribesmen in viliagses 211 over
the world., In all co-operatively "underdoveloped!" countries
there also is a co-operative prat and present, Therofore, the
first objective of the federation under discussion might be to
start with the sxisting tradition, by wnalysing past successes
and failures, and from this bhasis s.t up = program for the further
development of the primsry societics dnd for thelr integration,

Such a program cannot be copicd from somewherc elsc, It must regard
existing nntional, cultural, scciolozical and demographic conditions
end concoptions and it must be based on local knowledge,

In a program for development should be included many educa-
tion and training activities., This 13 characteristic of co-operation
and a legacy from-the pioneers at Rochdale, Also, it is an insurance
prenium. to safeguard democracy, and a road towards economic efficiency.
an important task of the federation is to promote and guide co-

operative education and training. 4s for basic edueation, including



ability to write and read, this and much more will gradually be
met by the government’s education plans. In thé meantime, however,
it will bﬁ difficult to oeparate the r(enonslbllLty of co-~operative
pionegers 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, Coordination of action nill also be necessary in many
other respects, and thé coordination now discussed could be regarded
a starting point. ‘ |
Besides basic esducation, co-operative ideology must be
included in the fedenations development program. Co-operative
ideoiogy»could also be the beginning of the program., In building
a modern economy there is an urgent need for the individudls to
become aware that working togethér ig necessary for succese, This
’qs what co-opzrative ideology spells out., However, it must not
stop at that., Practical training in many management and marketing
" routines is also neceséary, and without thom the presched ideolog
micht eventually turn out to be'lias. It seems probable that once
efficient. co-op: ratives huve besn established their interest would
be mors caentered on busine af iclency, leaving 12ss room for an
interest in co-oper-tive ideolozy. This must be forzsseen in the
feder-tion’s progr=mmz, The rsal test of any co-operative programme
~comes during what we could call the third stage of devélopment.
This stage is the pooling between members and between different
areas of local surpluses and scarcitiecs, Also, the co-operative
ideology must be developed so that it can satisfa ctorily explain the
'princinles of cosf and revenue sharing., In a dynamic economy these
prlnc1ples cannot be static, Justice is an eternal value, but its
nppllc1tlon is constantly extended to new s1tuat10ns and relation-
ships. To see to it that co*operutlon will not only be established

but will also survive as a princinle,vis the responsibility of the
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central federation, 'and it cnlls for a great deal of work and
foresight. | N A
| By this point the question might be raisesd, if what has
been discussed does nbt fall within the field of action of a
farmers” uhion organisation, instead of being the duties of a fede-
ration of céfoperatives? Where thz work is extensive and compli-
cated it can alﬁays he 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 meang for self-help, and promotion 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, depeonds on what kind of co-operative
movement we have in mind, i.,e. if it is a specialized farmers”’
movement or if it is an overall co-operative movoment including
producers and consumers alike. .nd with these very brief remarks
I would 1like to lecave this interesting question, to be considered
in the following discusiion, Who should be charged with the res-
ponsibility to initiate a co-operative law, if there is none, who
sbould work out standard rules and regulations for the co-operative
societies, who should represent the national orzanizations at home.
and abroad and.so on? The cucstions mizht not always be important
from a practical point of visw, and the solutions need not v
necessarily be systematic. -However, a discussion of these problems
will help in clarifying their nature, i.e. if thoy are principal,
organizational and/or parsonal. o

One function, which no doubt belongs to the federation
type of organization, is the commercial servicing of associated so-
ciéties. This can be accomplished simply by arranging wholesale

contracts with private firms. either processors. manufscturers.



importers or sxporters, It can also be done by organizing a whole-

s2le agency, or by the federation being transformzd into an agency

of which the unions becoms members, It can 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,
another line of development is for tha fedesration to

stick to more general eervices such as education =nd training, audi-

ting, printing, public rslations. and represcntations. Finally,

it can be consolidated into the objectives of an over all federation,

To my mind there seems to be sither a2 very short way to go or a

very long way in co-operative development before such an overall

federation can ment with expectations.
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ADMINISTRATIVE SET UP FOR POLICY MAKING AND CONTROLLING
- OPERATIONE AREAS OF RESPONSIBILITY AND LEADERSHIP:
ROIE OF THE GENERAL MANAGER.
? ‘ —

>The ourpose of this preéentation is to discuss the nature
of administratlve set—up for policy meking and controlling
operations in Cooperatlves, define the roles of the Board and
the Menager for sustaining an effective and smooth business-
relationship; analyse the reasons for erosion ih relationship, .
logate aroas of disagreement and discuss ﬁ@ys and means to
prevent rifts and frequent breakdowns.

INTRODUGTION.

" Cooperatives are forms of business erganisations’with’
democratic -ownership and control by members having common
needs, sering themselves on a non%b;ofit basis and receiving
benefits proportional to their-partioipation. These principles
are reflected in the set-up and fhe constitution of the
cooperatives. The cooperative law and the bylaws of the
cooperative societies provide that wltimate authority relating
to the administration of the affairs vests in the Gensral Body
of members exercleing ‘one - vote 1rrespective of their share-
holdlngs. Accordlngly the adminlstratlve structure of a cooper-
ative institution is essentlally to be so des1g4ed as to ensure
that its members have strong 1nfluence in shaping its opera‘bional
pollcies and in the management of its affairs.,

In small sociéties, or at the initial stages of a
cooperative organisation, introduction of a purely democratic
administrative set—up, with full control with the General Body
.15 practicalv‘ In such cases, the member ship belng limited is
_in a pos1tion to meet frequentiy and manage the operations of
the society.. Honorary workers’ mlght also be avallable from
amongst the members to look to the:day-to-day work. But with
the expansion of meﬁbers and extension of the activities of the
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society, such an arrangement can no’ 1onger work’ F;rstly, itmill
not remain easy- for the ueneral Body to meet frequently. Secondly,

the personal touch among ‘the members would be missing. Thirdly,
the increased volume of 'work would need whole-tlme attention,
and,technical jobs would require handling by spec1a11ste.
Cohéeduéﬁtly) need will arise for a’ type of'aEMiniéEFaEEVé*
set- =up 1n whlch while on the one hand, the membe"s should
have adequate 1nfluence, on the’ other, a macﬁlnerv is prov1ded
for efficient handling of the cffairs of the society.

ADMINTSTRATIVE SET UP.

The Cooperatives being democratic institutions orgenised

and : run on the basic principle of one member one vote, the
ultlmate authorlty has to vest in the General. Body. How-so-ever
blg a cooperatlve 3001ety may grow, the General Body of members
retalns supreme cortrol of the 3ffarrs and . hae the follow1ng
Dowers normally reserved for 1tse1f--

1)Appovel of the annual plan and programmes prepared
by thé Board of Directors..

ii)The election ,suspension and. removal of the elected
members of the Board of Directors. :

- 11i)The fixing of maximum ‘eredit limits for raising loans
and deposits from non-members.

iv)The consideration »f the annual balance—sheet and proflt
and loss account..

- 'while'zealoﬁsly guarding the democratic set up, any
eebperativebeeciety has to have: business efficiency for its
ultiméfe suecéss., It hag to provide a set-up which is cebable
of meetlng regularly at short notice and taking qulck decisions.
To m2et this objective a small decision-meking body is -constituted



from amongst the members by themselves for carrying on the various
functionsg and for‘formulating_and implemenfing policiés'for
promoting their economid 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 varlous types of cooperative sociecties
are broadly enumerated below:- | '

a) To guide the institution toits 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 ahd interests of the members;

b) to decide the terms of the purchase and supply of agricul-
tural production inputs and the marketing, gradlng and
processing of agricultural producej

c) to arrange for the storage of stocks;
d) to aop01nt dismiss or remove the employees.

The resoon51b111ty 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
end diligence of ordinary men of business and shall be responsiblc
for any loss sustained thrcugh acts oontrary to the law, bylaws and
stated objects of the institution. This amply underllnes the importance
of the position of the Board of Directors in ‘the admlnlstrative set~up

of the cooperatlve institutions.

MLIURE, OF sDMINISTRATIVE STRUCTURE.
General Body: The general body of a ‘society comprises of all its

members. Tndividual members have to be present in person to exercise
their rights of membership. In their csse no proxies are allowed. In

the case of cooperatives having mixed memberchip, the society members are



represented through tﬁeir duly aderedited nominees. when.the area

of oﬁeration of a'coepereﬁive society is quite wide spread it may

] not be pos31ble for several reasons. for all the members to participate
1n the Generel Meeting. In puch cases the area of operation of the
wsoc ety is sub-d1v1ded 1nto zones. and the members from such zones

are 1rv1ted to send a certaln number of delegafes.. Such elected
delegates then constitute ‘a general body. y

" Board of directors ‘K Board of Dlrectors is elected by the

'General Body._ The‘electlpn of the Board of Directors i1g generelly

made keeping in view fair represenﬁatioh of the various interests

" in the.institution, For examplé, in such societies where the
membershlp is comprlsed or cooperatlve -gocieties as well as
individuals, a certain number of percentage of the tctal number

of directors is Hpeclfled for repregentatives cof ;nd1v1dua¢
share~holders. Again in case of lafge societies having a wide

area of operation such as,Apex Marketing Societies, the area of
operation is sub—divided into menagable zones' for the vurposes of
representation of members on the- Board of Directors. Such zones may be

co- terminub w;th revenue division, or dietrict as may be converient.

Board Committees' The bylawo piovide that the Board of Directors
:may constltute a standlng exceutive commlttee 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 subtommittees or Board Committees with' 1imited ared
of responsibility to deal with specific problems or assignments
and come to a well considered decision for aavising the Board.
The decisions of the Board committees are referred to the full
board whereay thé executive committes actiénslare SUbjedt to
review and ratificetion of the Board. This position, however,

mey vary from society to socicty and the pcwers and duties of a'_



particular Board committee arc nctunlly derived from the specific
resolution of the Board creating such committeces. Tt 1s 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.
EMPLOYED MANAGEMENT: In a small cooperative institution, the
superviéion and planning of activitics can bo cbnveniently handled by

one or more cleeted reorrecscntatives on the Board of Directors. As

sooﬁ 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
compiicated matters which are beyond the scope of an average director.
Tt becomes necessary to employ specialised staff to take charge of
various tasks in order to ensure full-time attention. A number of
officers areneeded to look-after the work of purchase,storage, grading,
marketing, and proéessing. The maintenance of accounts also needs
separate gtaff. At this stage of development neceésity is félt for
appointing a full time Cener.l Manager whose main task will be to
coordinate the various activities:of the»institution, to direct its
day—to-déy operations and to project its further development. The
selection of the General Manager or other top key_persohnel rests

with the Board of Directors. The Directors are under an obligation
 to the ordinafy cooperative member to ensuré compéteht managerial

staff with certain recognized standards andrpfoved ebility.

v

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
{representatives ”‘J

Elects J'

'rm Board of Direcctors |

Appoinfs Elects Jf ElectsL‘

iGeneral‘iE Executive Committes l Staff selection

i

; Manager ‘Lﬁpd Board committees] |Committee

committee

is o member of staff seleetion | Appointg .

Accounts ;

Mana

;m1|M%nagerial Staf?_J

gement

| &
Budgcting

1_§ppplies***'

SELEGTION OF DIRECTORS QN THE BOARD ~THEIR QUALIFICATIONS:

: The cooperatives arec expanding their éctivities,
" widening their horizons and there is both horizontal and

vertical development. The job of a director, if he has to

~ participate effectively, is ~t once complex. The selection

Finance, ‘\Markegihg , ! [éffice'

of best qualified and most competent persons to scrve on the

Bozrd 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 team-spirit to work in a group. They whould be

eble to assess the progress of the enterprise and evaluate
the performance of the management in a most objective and

detached manner.




The df'rectors who have to nlay a'leeding role are
elected by General Body . It is,, thcrefore, essentJaI that
membe rs should be educetcd in ré&gard to their rights and du+ies

nd basic prdnc1ples of cooperat;on S0 thet,they_vote for the
most. suitable person to.ser#e;on their Coopzrative. In fact
building of an effective educatiohal'progremme appears to be
the'cofner—stone upon whicb further cooperative development |
can bekorojectod. The tehdency’to clect directofs on the
consideration of C”Sto, rellb*on or polltlcs should be
=ffective1y curbed.
ROIE O DIRECTORS The Board's most lmeortant functlon is
that of lajlng down broad current policies and formulatlng

long terms projects. The policy matters should be&ased on
reolistic grounds and the fargete should be capable of
achievement. Once & decision has béen taken on 2 ‘policy matter
its 1mplemcntation should be left to the employed management.
The )oard should not 1nterfere in the execution of jobs, but
only ensure that thc declslons of the Board are translated 1n
practice. : _ ' '
GENERAL MANAGER—-HIq ROTE : Ow ng tc its lntermlttent ex1stcnce,
the Board or the Executive Commlttee cannot assume actual control
and direcﬁlon ¢f the day to dey effdlrs of an institution w1th
expanded ;cfivitirs. The Beerd can meet only efncr“periodical

1ntervals und its dGCLSlOPS can be taken ohly 1n the meetlng.

As soon es the meeting 1s over, the Bozrd becomes non-existont.
But in a bUSlneSS 1net1tut10n, orcblemq arise daily and have
ta be settled w1thout delay, otherw1SL the business suffers.
Here arlecs the nead fo“ a whole—tlme General Manager to .
superv1se and control the act1v1t1es of the 1nst1tut10n and
derct 1ts day—to-day operqtlons. The General Manager who 1s a

chlcf executive has not orly ’co coordinate act1v1t1es among his
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staff, but has also to show the skill and capacity to operaie
and mansge business. He should have all the attributes which are
essen+1allv requlred to guide the organisation to the objéct set
befcre it. MUCh w1ll ‘depend on ths combination of his skill,
knowledge, attitudes and general behav1our for cenducting the
affairs. He has to be the prime mover and initiater in
expandlnv the working, brlnglng in ‘economy and p"esentlng o
reallstﬂc plcture of the af”“l;s of the- orgpnlsation entrusued
to him. A compotent Manuger will iz rLably su:xound hlms°lf
with persons of'similaf calibre ard quality. He should be
believer in the idéalogy of the cooperative moﬁenent and should
possess a cooperative bias. In summary, much depends on %he
proper selection cf the General Manager of an institution as
his business capabllltles and adminlstratlve talent w1ll alone
determine the success of the institution. '
RELATIONSHIP BETWEEN’BOARD AND GENERAL MANAGER :

In practical working of any business instiftution,

new proElems have to be tackled promptly. Many of them need
handling with great technical and specialisedAsLill. in order
to avoid the impact of unfavourable abrupt fluctuations,
speedy decisions are also required. These matters cannot brook
delay until the Board ‘s meeting. In the circumstances,dln the
interest of efficient business, Generii.}bnuger should have

adeqnate well defined powers to take decisicn on day—to;day_

problems. He should be completely incharge cf staff under pim.
He should, of course, keép the Board posted about .such Gecigion:s
and oresent a report in the meetings. If the Board of ﬁireétq“s
does not agree to a pariicular. decleon, it will criticise the
actlon of the M:nager, who will be cautious ia fbure and will
not repeat the wrong decision. The .General Manager should not
resent the crlticlsm since he is the agent of the Board and
sub*ect to its ﬂontro] aud direction. The broad gulde—llre in

maintaining satisfactory relationship is that the formulatlan



- of policy #nd projects should be the domain of the Board of
Directors, whereas execution of the policy should be delegated
completely to ths General Menager. .The demsrcation should be

respected. An occasional lepse 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 Generel Manager should
constantly keep in view thet he hes dual responsibility. One-
is that he has to be as efficient in the business-operétions
of the cooperative as zny other. type.of business and the
other 15 thet he must strive to retain the cooperative character
of the orgenisation. 'Since the Board is responsible to the
Geﬁéiél‘Body'who.repose'confidence-in it for cfficient service
consistent with coopsretive practices, any other priority
will not be appreciated by the Board. The directors appraise
results of cooperative working by comparing them to other
soncerns. . The efficiency in cooperative sector shbgld;
therefore, be comparabléﬁAif not superior. The Genefal _
Manager should be able to pfoject the right“imagé_of'ﬁis
Coopnrative. His reports should reflect thé’vérious activities
irn a realistic manner,‘The public,relétion aspect shéu}d beA
given propser attention. _ | _ o _ .

- The Genercl Manager shéuld always be detached and
impartiel in all his dealings. He shduid be‘above ﬁoa?d
s8d porty affiliation. He is responsible to the Board and
not to any individual director. One of his most important

duties is that he should try to convince the board ﬁith
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statistics and data relqtlng to the working of the cooperatlve
so that no one can get any opportunlty to challenge the
-veracity of his statement.’ The'dlrectors do not live in
isolation, but have innumerable contacts with the growers
and the préducers. They are apt to believe what reports they
received from gome persons, whether they are based on real
facts or not. Tt is for the Manager to dlspel these doubts,
if any, and’ convince in loglcal and subtlc manner all those
who have any 111-based doubts about the efflclent worklng in
the 1nst1tutlon in His ‘charge.
 The promotlons to the monagement staff should be’
recommended by the Managcr om merit and dssessment of their
”pefformﬂnceAPor which a criteria should be fixed. Although'
the General Menager should observe strict dlSClpllne w1thin'

the management, yet he should be aympethctlc and courteous.

QONCLUSION ;

For the smooth and efflclent worklng of a cooperatlve
instltutlon, the Manlger should enjoy full confidence of the
Board;of Dlrectors. _The Directors should not retalnvto
themselves too detciled'control_of the business and should
not involwve themselvee in minor'matters after delegation

- of the powers. It may, however, be clearly wnderstood that
inspite of the very clear demarcation of poWers;_the hezltby
relationship willAalways largely depend on the_pefscnalitlee
of the manager;and directors respectively, end the complete(
mutual understandihg of the‘pcrpcse and objectives of the

institution.
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MACHINERY FOR PROCUREMENT

With a view to'promote marketing of agricultural produce; federations

“of marketing cooperitives enter into contractS'withivariOusztuying

-organisations for selling agricultural produce on certsin terms and

conditions. The federations generally act as contracting organisations

undertaking all responsibilities of a financial character arising out

of the. contract ~In menykcéses, the affiliates of the federstionlare

also associated with the formulation of the contract as a result of which

- their intérests are also SFfeguarded in the contract bometimes, howeVer,

it is not poss1ole ‘for the federation to do so, a8 = result of which

" the contract is signed on behalf of the primaries by the federation,

‘to which the primary constituent units become parties. Of late; many

State - Governménts have embarked. upon programmes of procurement of
foodgrains as s part of their food polic1es and some of them have

entrusted the work of procurement of foodgrains to the c00perative

~sector There is a difference in*the systems adOpted inasmuch as, in -

soms btates,:the otate'chernments aré deal ing directly with the apex

 marketing organiSations”represanting the cooperative system wbil?
: others they are using the aoency of the Food Corporation of India to
»procure foodgrains on their behalf There are also instances of the

.~ Food Corporation of India uSing the cooperative marketing socleties

.....

: marketing socictics to enter 1nto contracts with foreign buyers for



supply of agricultural pfoduce'Iiké“bananésf'braﬁges, onions, ete, after
obfaining supplies of the same through their constituent primary
c00perétiVe societies., Thus, even when contracts are signed by federatiéns,
.hll grfangements,for”fulfilling the contraéts have tovbe méde by these
federatibné_thrcugh their constituent primary cooperativé'sééietigs. 3uch
féderationsfb@;ng repreééhtatiVe orgahisations of prima;igé apé_clgsely
in touch with the difficulties encountered by primary marketing societies
:ﬁhiéh afé théif membefsﬁandbthngréater the contact of the féderation
with its primaries and the participation of the primsries in the affairs
of thélfederatioh, the mdée realistic is the contract entered into by
the f‘éderéﬁion. h | |
Pf&curéméntvofbsﬁpplies by the federation for fulfilliﬁg such
contracts Tequires the unstinted:loyalty of its affiliate-constituents.
'ThéJfédération can prdcure fequiied commodities b§ giﬁing the primary
Lconstituénfs ﬁheAlatitude‘to bﬁy on its behalf bj piécing 1ts own funds
| with ﬁhem for pﬁrchaSeé; The goods thus purchased by primary'codpefative
societies would have to be approved by the repreéentatives'of “he
federation at a later stage before their delivé.fy to the buyer. In
nany afcés whére4marketing coopefétives ha#e.nht develoﬁed véfy much,
" the primary markeging c60peratiieé aTe in need of funds for the
§riméry Operation'éf pﬁvchzses és.ﬁhey cannc*’depend on the 16yaity of -
thelr members for supplying commodlties without first being pald for, at
the prevhlllng mprket rates. In’ thls case, the reSpon81b111ty of the
prlmarv constltuent marketlng c00peratives is considerably enhanced as
the purchases made aTe to be. finally approved by the federation. The

federatlon may sometlmes find that the goods purnhased do not conform



to the standards laid dowvn 1. the 001tract, in which case, the fsdera®ion
has no aldernative but to-re’ect the goeds tlveady purchased by tho
constituent cooperatives. Therg may alsc he a difference of opinion
regarding che standards of grading of produje;adOptéd bv the primaries
and the federation, Iﬁ =17 sucl nperntions; the federation gen-rally lays
down the standards zna SpecifiCations for accepi~nce of gocds which

would serve as 2 guideline for. the primeries, st the time of purciisi g

-
.

223 invol—2Z
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goods, In the purchase cf agricultural prodvce waers gracirg
as in the case of foodgrain;,.the_diP becones all the greater. In
the case of paddy for examplc, no %Luo gracers caa agree cn th: noistule
content or the percggtage of wsevilleld grair in =2 sméT;’sample vaken

at randem. In the caSe'qf»ffuit also, thz.problem "3 difficult inasmuch
as standards cf ripening agd.mqtu?ity very oidjeoctively S0 a considereble
extent,

‘it is, thorefor~, of the utmost importancs “hat r-3cratione, whils
entrusting the work of orocufezent shevld s?rulixneously lay doewn the
standarub of grading of procduce znG dcccélbe precimely *the fair aversage
quality of goeds to be purchased by. the consYituent ooperatives and
1nd1cate specifically 1n precise terms ih(lr norms of ~LC€Pt&QQQ. In
oraer to enab]e th primaries *o perf01m +hﬂs function effectivaly i%
would grestly help if, in the initial stages; constitucat cooperativen
~perform these functions in the‘presence of graders trained in the
Vgrigus methods adopted by tre federabion, It zlso dnplies obligations
pﬁ'the pait of the federaticn to isste clear instrustiony on the basis
of samples of fair average guality for -the accenbtane> ov rejection of

commndltles proPoseﬂ %o be purchased: “.hrcugh constituenl cooperctive



societies.,For want of this, it is likely that the constituent
cooperatiVe societies ‘may be put to a considerable financial 10as in
case of a difference of opinlon on the standards of grading adOpted

by the two orgenisations. An alternatlve method adopted sometimes to
overcome this difficulty is that of pooiing of agficultural produce
Abelonging‘to theif members by primary marketing cOOperagivés for Béing
“handed over to the foderatlon at 2 1ater stage. In this case, the
federation is free to accept goods which conform to its standards

due to which the fear of financial losses to primaries in case of
rejection of goods by the Federation is totally removed.,

Procurement is considerably facilitated when the pfimary
socieﬁies are ‘involved in the programme right from the stage the
contract is discussed with buyers., It is easier fof the federation
to obtain greater support from the constituent cooperatives when the
- objectlve is to market the produce of members of the affiliates of the
federation. The problem arising out of such an arrangement is that the
affiliates may not be satisfied with the price paid by the federation
fof the members' produce. Procurement of commodities of a good quality
becomes difficult wken the affiliates have a feeling that the price
paid by the federation is less than the one to which they are entitled,
In a case like this, the federation fails toiéarry the primarics with
it as a fesult'of whichvprocurement loses 1£s cooperotive~content
and becomes 3 mntter of procedural formality between the federaticn
and its constituents. Thus, the price paid for the commodities
procured, acts eithe; as an in?entiVe or a‘démper on the énthﬁéiasm
6fnthe*affiliatesa,The federation cannot procure the required su§p1ies

through its constituents in = market where the prices of commodities



procured, rulc higher than the onc paid for by the federation. There are
instances of federations not having been =ble tolprocure tne\required
comnoditiecs dus to 2 difference in the procurement price and the“market
price. It is therefore quite essentiei to ensure:thet fhe price paid

by the federation for pro'cured commodities is at least on par with the
prices ruling in the market for the same commodities,

Funds: The procurcment of commodities on behalf of the fodoration at a
price indicated by the federation is considereblv'facilitated if £hé
federation also arranges for putting the primarlee in posse531on of funds
A before the operation of procurement commences. In some cases, the |
federation expects the primeries to pay the growers ‘and invest the:l_r
funds till the goods are passed on to the federation after
Verifioation.'The'federation'mef not be willing to part with funds for
fear of the same lying idlc with the primary coopera£1Ves if the latter
are not able to procure rcquired quantities. One of the pr"Ctlceb
followed is that primary cooperative socicties buy on behalf of the
fedsration and draw bills on it which are honoured by thc Jederation.
If the federation feels tast the prlmirv cooperftlve societles should
initially invest their funds, it would be neoessary for the federation
to take the interest on the 1nvestment of the prlmqry 3001eties 1nto
-eonsiderstion while- deciding vpon the commission to be paid to the prlmary
socleties for undertaklng this function, The system has 1ts
dlsadvantageo also, inasmich as the constltuent prlmarles in case they
are to lock up their funds, are llkery to be inclined to pay gzeater
attentién to their'normal.pueiness.witn pheir own funds ﬁhen to the

procurement ‘functions to be performed on behalf.of'the‘federation. It



wouid ﬁherefore be in the interest of the federation to afrange for
remittance of funds in advance and. enable them to operafe on its
behalf in a successful.and~gffective manner.,

The primary constituent cooperative societies which act as
procurehent agenté on beh21f of the federation have to pefform.a nuiber
of functions commencing with recebtion of the produce, grading,
ﬁeighment, paym;nt, packing and de Spatch as per 1nstruotions of the
federation, Fach of these functions is tochn1Cel in the sense its
satisfactory performance depends onn the extent of availability of
developed skills. A major procurement opéraﬁién, in order to be
successful, has to be preceded by adequate arrangements for traiﬁing of
representatives of primaries in the various oparations. For thié”purposa,
it would be desirable for the fedoratlon to prepare dct.ilod norms of
each of these functlons and issue handoooks detalllng the various
systems it eXpectS the primsries to follow, as, for want of these, a
ﬁumber of variations are likely to be adOpﬁed, depending on the-
availability of technical peréonnél_and sometimes also of equipment,

At the level of the federation adequately trained senior persons should
be entrusted giﬁh,the function of issuing detailed instructiOnslio
affiliates and simultaneously arrange for providing effective solutions
to. the verious problems thrown by the primaries in the work of
procurement, Produce received bylthe coopératives will have to

oe stored for which pTOper stor“gc accommodation will have to be

arranged for, Storage of a number of commoditles preSents special

;roblems reqnlring pnrtlculpr care. For 1nstance, for perlshable

v



produce like onions or fruit like banana, satisfactory arrangements fof
pre-shipment storage will have to be ensured and. in some cases steps
for coﬂstfuctidn of cold étorages may also be necessary., In the case of
oranges for example, arrangements for precodling before transport .are
absolutely néqessary. Arrangements for storage.for the tranéitory_period
will also have to be properly arranged to suit the particular -
reqﬁirehents of each comﬁ&dity.'some of the procured commodities like
fbbdgrains have to be packed in gunny dags after sieving and = proper
method of stacking in the warehouSes has to be adopted.. S0 also
‘particular care has to be taken %o use fumigation methods for their
proper preservation by all vossible means. In'all such cases it is of

" the utmost importance that the federation”provides for all the
equipment 1like gunny bags, fumigation and anti-fungus material
sufficiently well in advance -of the commencement of the procurement

'E ‘operation&‘: .

An important problem associated with this is that of .packing.
Packing of fruit presents special problems as the'mode of packing varies
from frﬁit_to fruit, Bananas wiil heve to be Temoved from the stem
and arranged carefully in cartons whilé oranges could bé. packed in
bOXeS‘in large numbers at a time. TeChniqueé’of packing are
continuously undergoing careful research and adoption of the latest
-tebhpiqués would be: the-responsibility of the federation. The federation
would have to acquaint the primaries with the latest deveiopments in
‘the field and teach them to make use of them by arranging-Special'
demonstrations, Packing of commodities would necessitate & good deal

oftplanning;'ln the case 6fffruit gardens, special sheds will have
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to be erected and arrangeménts for handliﬁg of frﬁit wéuld be necessary
by providing mechanical devices like conveyor belts, etcf |
Trangports In commodities which are durable, the federation’would be
issuing orders fqr delivery of procured commodities according to the
déﬁands reCei€ed\£rom time to tiﬁe. With proper arrangements for storage,
the primaries would not be confronted with the problem of déteribration
of produce, Howevq;, in the qgsekaf perishable commodities? quick'
transport is the essence of bﬁziness, The problém is all the_ﬁofe acute
if the commodity procured is éubject to fast detérior%pion aé in tge
case of baﬁanas. iﬁ underdevelop~d countrieé special arréngements for
transport of fruit do not exist and the only mode of guick tfan8port
availabla is by road in motor ﬁrucké. Stacking fruit in motor trucks
Tequires proper sttention partioularly if the fruit is intended for
oxport.‘Special care will h-ve to bé taken to @ﬁéure that ffﬁit is no£
dmmeged in transit, There is always a tendency on the part of
primaries to expedite movement of commodities to the destination

~ irrespective of its condition during transit because of lackiof
experience of handling fruit. In such cases, it is all\the more
necessary for the federation to arrange for quick and relisble transport
for the safe_de;iverg of procured comﬁodities. Refrigérateditransport
would bg ideal for fruitvaﬁd vegétables. Greater p?ecéutioﬂ has‘t§ be
exercised in this c:se as transport of fruit in refriéerated vessels
requires proper preservztion right from the stagelof cuttihg to the
stage of loading, In the case of commodities which are not perishable

transport by zail could a2lso be arranged. Thus procurement of



commodities by the federation both for domestic and foreign markets

is greatly f#cilitated if there exists a network of efficiently managed
pr imary cooﬁératiQes which have a thorough knowledge of the techniques
of @urchase,”storage; ééésérvation'and transport. -

The Sﬁécééé of all thése operations depends to a large extent
on the performéhcé’ofvthe constituent primaries under ths guidance of
the }ederatidn. it would gréatly help if the foderation keeps its own
personnei in the initial stages for superviSing the v%rious operstions
in constituént’cooﬁe:étivesfwhich sre inexperienced. In the case of
codperativeé thch.aré more cfficient, the federation can consider
splitting up of the’coﬁtréct émOngs£ a nﬁmber of primaries..

The nost imporfaﬁt pfoblem is to ensufe-the‘loyalty of the members
‘of prlmarles, who are: llkely to be tempted to sell their produce outside
the cooperative fold elther ‘due %o vicinity or a better price or by
‘way of an obllgatlon already incurred.

Many of these problems could be solved satisfactorily if the
system succeéds ir winning over the loylty of its individubl members %o
their constituenf primafiés and in turn of the constituent cooperative

sécit£ieé”t0 the federal organisation, The objective of the federation
to'pfomote ééopérat;ve”trﬁde in various commodities and to ensure a
better price to the groﬁer by selling his produce would noh be served
unless the federation receives for sale goods of the best quality from
the prlmary ﬂonotltuent c00p¢r8t1Ve ‘societies. Thus, supply of
commouitleu of good quallty, both for internal and external markets,
is ult;mately the r03pons1b111ty of the constituent units of the

morketing fedetation. The primary cooperative societies find it



difficult to procure successfully the produce of their members’
because of the various disadvantages and handicaps under which they
work. Some.af them are located in the interior where facilities for
.tIaASport and communicationaare.generally'ihadcquate. They cannot
influence the market by their operations as the quantity of produce
hagdléd by them is comparatively small, The federation can procure

a better price for their goods if the constituent codperative'
societies pool a substantial bulk of their members' produce for sale
through the federation. The federation can succeed in devéloping new

_ markets for agricultural commodities only if it is backed by the
constituents with their unstinted loyalty and'cooperaﬁiqn; In th initia
stages the demand on the loyalty of the primaries as well as of thelr
menbers by the federation is naturally Bound to be considerably heavf.
Price and Profit-Sharing : Procurement of agricultursl produce of the
right;quality is facilitated if the preveiling merket price is paid.
Outright purchases at the merket price involves considerable fiskxto'fhe
feceration which has to lock up. its funds in purchases. Morever, the
federation would be expected to share the resulting profit with its
constituents in pr0port¥Pn to the produce pooled by them. The teﬂdencj
noticedAoccasiqnally on the part of individual membéfs to insist.én
péyment of, the market price for their produce at £hé”€ime of éeiiing A
it1t°=th? federation and also expect the federation to give them a
share of the profits in-the transaction would create insurmountable

difficulties in furthering the system of cooperative trade from the
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primary level tc the apex. It woﬁld not enable the federation to have
adequaté Pegerves by forcing iﬁ'to pért witﬂ ailﬁits'érofitsnﬂmongst
th€ pr:maries and in the event of a fall in the prices of commoditles
procured, the financial loss to the federation would be considcrable
with no reserves to fall back upon. The 1ogical corollary of the
principle of sharing of profits of procurement has to be accompanied
by a readiness on the part of ‘contributors to the pool to bhare>thc
loSseSfarising.out of the transection even by accepting:é price less
than the one prevailing in the ﬁarket. Moreover, procuremenﬁ of N
commoditics ‘on the basis of outright purchsses st pfeﬁvailing hcrkoﬁ
rates does nob conform ‘strictly to c00p(rnt1Ve 1doology inasmch

‘a8 there is abSence of sharing “of business risk as the entlre risk is
borne only by the federation. A pr0por system to be followed would
require menbers of constituent socletles at the prinnry 1evel to pool
their produce znd pass on the same to the iederptlon al the highest
possible price against contrﬂct or in the Open market In that case,
however, 1tvwould be -the reSpon31b111ty of the federation to devise
wayc'énd means to ensure that:thcbprodoce'ohus-pooled by mcmbers is
$01d at the maximum price. Creating and fostefir;g a ‘s‘e.nse of loyalty
of members £o-the fodorstion 1s bhus the essence of the problem,
Development of this 1oya1£y could be facilitatcd b& the federation
acting in a businesslike menner by AdVancing'ucto 90% of the value of
the commodities procured at the rulﬁné:price tov the concr{buﬁors and
settling their fitial nccounta in as short pCIiOd after the transaction
as possiblc, The cx1stcnce of a number of competltive priv_te buyers

in the merket would 2180 affect the working of ihe coopnvatlve system
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by weaning away a major portion of the arrivals in the-market.gln the
face of this competition, the _federa{io'r; vould hive tor exercise a greater
care in winning the loyalty of the members‘of primaries bj adequate
purposeful action directod to;dards this goal.

It would not be out of place to refer here to the example of banana
growers' cooperative societies of the Western Region of India. These
cooperative societies which have been working for the last twenty-five
years have succeeded in getting the uostinted loyalty of their grower-
members in selling bananas in the tefminal markets becaus: of the
system-of:dist:ibution of sale proceede adOptéd by them,: All ‘member—
consignors of bananas are eligioie to oarticipate in the sale realisations
of bananas-consigned by them‘irreepeetive of the damage to their produce
in transit from the assembllng stage to the ‘terminal market. The fact
that a:cooperative society peys a member even if his produce is not
80l1d in the,telplnal market because it was totally damaged or because it
could not be sold at a feir price oue to its being partially spoiled,
encourages the members to give theif unstinted c60peration to their
cooperative society as the principle of aversaging helps every member
who joins the pool. The success of ;he'cdoperétive cotton sale ginning
and pressing societies is also due to the principle of averaging and
pooling followed by theg in the disbursement of sale proceeds. There are
however .enough temptetions in the' merket even for a member cultivetor
particularly in an economy whlch is semi-feudal and not highly monetized
for & primary grower to sell his produce to an =2gency other than his
own cOOpcratlve and unless adequate steps aTe taken to create a feeling

of loyalty and nourish it~ by practical measures deliberately adopted
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for the puvrpose, promoticu of trade through the cooperative system
would not succeed. A Lropor system of distribution of. sale procecds .
will havé to be devised providing for quslity rcbates an the basis of

gr-ding of produce effcred by the members. gy redoration will have to

ensure that members nre pérsuaded to deliver graded produce by offering
them an atiractive price, It would bo the responsibility of the
fcderation to er~~te conditions in which the members leirn to be 1loy=1
tohfhe systom f .ling which, by themsclv-a, it vould not be possible
for the membership to practice.theﬁgancns of Cooperatioﬁ;

The .other impért,f;nt" problem in the procurement of commodities is
fhe development of businéss &cuﬁeﬁ ah&xéound‘managemeht ﬁfactiées in
the primary éoﬁsﬁituent cooPérativé sécieties; A pfimary'cbnstétuent
cooperative society is likely 'to be under pressure from the local
group for acccpting‘goods of sub-standard quality for being delivered to
the federation against its procurement orders. Thus sometimes it is
1likely that the constituent cooperative society may adopt a short-
sighted approach ﬁnd try to please its membership at the cost of
financial loss to the federation. In the initial stages it would be
necessary for the federation to éppoint its own staff which would
work 28 observers and watch the various operations performed by the
primary cooperative society. In the initial stages, the primary
socicties will require the constant guidance of the federation and a
careful supervision at all levels, Primary societies may not possess
adequate staff for performing their obligations. Sometimes the staff
in the employ of the primary cooperatives may not possess the required
skills for undertaking the fun@tions expected of them. In such an

event the federation would suffer due to the failure of the constituent
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cooperative un:.ts. It is, therefore, in the 1nterest of the federatlon
to undertake SpGCJ.al progr 1Ame S for asmsting the prmqry societlps in
developing the requlred techniCal SklllS amongst thelr prlmarles by

chplking out Spec1al progr mmes for technlcal traln:mg. .
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TECHNICAL SERVICES FOR AFFILIATES

P .E. Weeraman, Ceylon.

} Cooperative Marketing connotes both the sale of goods
as well ‘as the purchase of goods., So, whilst to one the
term "Marketing" means the purchasing of one'‘s requirements
of food etc., to another it medns -the sale‘of'his’produpe.
As " Mri J.C.Abbot has put it in his book entitled "Marketing
‘Problems and Improved Programmes!, Marketing means "a11 these
bwsiness activities involved in the flow of goods and
services from production to consumphion.! When $hese activi-
ties are conducted on the basis of Cooperative principles
they are termed Cooperative Marketing.-

As marketing includes both purchase ofAcbnsumer'érticlés

as well as the sale of produce, there are normallytwo types R
of ‘Cooperative Marketing Socleties, namely, the Cooperatlve
Stores Society and the Cooperative Sales Soclety. “of late;
'in'most parts of the world these two'typeé'hafe been integ-
rated into one Multi-purpose Cooperative Sodiety, w1thin '
which the functions of both producer marketing and consumer
marketing are performed. - .

In the conduct of these'écﬁiviﬁies,*ﬁhether consumer
and producer activities beﬁcarriéd out by separate societies
or whether they be cohdtcted‘by‘dne mﬁlti—puipose society,
coooeratlve primary’ soc1etles in limited areas come up agalhst
problenis that are difficult of solutlon by themselves, because
they relate to matters that concern other 31m1lar 5001eties '
and 5o &' solution must be found that is satlsfactory to all
societies faced with the ‘same problem. Mbreover, it would be
more economical to solve such common pfoblems along w1th other
persons 31m11ar1y placed’ than to co so 1ndiv1dua11y.

This results in a need for a secondary society to be set up
to solve common problems and to facilitate the Qperat;pns of
the primary societies which have oommonly felt needs. This
process of federating at higher levels goes on from the.
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secondary to the tertiary level which is often the nationcl
level . In somc Countries verious types:of: fcderutions at the
' natlonal level have comblned together to form a Confederation.
‘In thls set up, the prlmary soc1ety would be an affiliate of
the secondury soc1ety, a secondary s001ety would bte an
afflllate of the tertiary seciety at sequltur. My task would
be to examlne the technlctl services that socletles at the
secondary or tertlary level should perform for their afflllates
.at the prlmary and. seopndary 1evel respectlvely.

The technical serv1ces that these societies could
perform for their afflllates would_differ“accordlng to the
~type of thelsecondarxlqr tertiarj s6ciety; They are of two
ytypes; viz. the idedioéical and the functional. Coéperative
marketing societies would ‘affiliate with both types of unions -
for the advantages such afflllatlon would entail.

The' 1deolog1ca1 union could give the followlng technical
serv1ces - ‘

,(i) 1nstruction and trainﬂng to the members and
~ employees of affiliated societies,

(2) inspections and audits of affillated 3001et1es,
: ‘and

- (3) representation of the afLillatcd socicties ‘at

» higher levels of the coopérative pyramid, or before Govt. etc.

Education should normally be given even before the primary
society is legally r?coghized.' This is possible of course
only where secéhdary bocieties already exist. It will be
difficult to find a country which has no secondary societies
in its Coob'frative Movement. So now, we could expect the
seconda:y 1deolog¢ca¢ union to be there. Its prlmary task
will be that -of teachlng the prospective members of a
Cooperatlve 8001ety all\tnat they should know at this stage
regardlng -

a) the pr1n01ples, metnods and practlces of"
- Cooperation, and ‘
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(b) the law of the 1and in respect of cooperative
societies.

The secondary society should next helo the prosoective
members to draw up a° scheme of work and then to draft the
by-laws and workihg riules of the proposed’ society and then
to fulfil the legal requirements as regards reglstration..
In most countries where G0vernments have taken upon them-
selves the tagk of promoting the Cooporatlve Mbvement
Governments have enacted legislation in respeot of
cooperative societies and set‘up deoartments for Coopera-
tive Development. These devartments give technical ‘services
which should really be rendéred by seoondary and tertiary
societiess ' -

The prospective members of a cooperatlve society
would be far more receptive to the 1nstruction and guidance
given them by an existing cooperative organization than to
such instruction and guidance given by a uOvernment depart—
ment. Instruction given by an ex1st1ng cooperative
organization oarrles with it the conVictlon that what 1s
recommended hag already been adopted and found satisfectony
by the very people recommending them and that the recommenda-
tion is not being m&de because the persons reconmendino have
been officially required to do so.” The reeommendation is-
being made by one of' themzelves and by people who have had_
the same dconomic pHroblems and solved them in the way now :
being recommended. Thus, from the very outset “the building
up of the movement would have bzen done by the people .
themselves, and, so, the Ccooeratlve 5001ety bu1lt on suchj
foundations would be stronger than a soc1°ty formed on the
recommendations of a body of Government offiCials, whose
task it 1g to spread the Cooperative Movement. ' _

Thus, T would say that the first technicei service |
of a Cooperative ideological union for an affiliate would



be the g1v1ng‘of necessary 1nstruction and assistance to -
form a primary cooperative society. Thereafter, at regular
intervals it would be the duty of that secondary soclety

to, impart instruction to the members as well as the
employees.of the primary society in order to maintain at
the required level the cooperative knowledge of the members,
the Jbusiness effioiehoy of'the conmittee of menegement and
the diligence of the emoloyees. . .

The next important form of technlcal a351stance that
an 1deologlcal Union should render an afflllato is the
function of audit. AlthHough in most countrlee of the Agian
region Governments have taken upon themselves the task of
aduiting. the accounts of co—opcratlve soc1et1eo, the ideal
position:would be that ‘these audlts are carried out by the
secondgry societies with only overqll suparv1s1on by the
Gowernment to ensure that audit is done regulerly and that
prlv11eges_granted to Co~ope1ut1ve Societles are not- abused,
The ideological Union would be best fitted to do this work
of -audit, being a body concerned'with the promotion of
so-operation and not being itseif'engaged in business. It
could.arrive.ateconolusione'objeetivel&,‘not being
iirectly connected with the business of The prinary socie-
tles. More than one type of seoondary eooiety will be
soncerned in the bUSﬂness of a orlmary soclety. For
instance, a primary marketing society-would be an affiliate
>f both the secondary marketing soc1ety as well as a
secondary co—operative bank. Both these seoondary socie-
sies would bé concerned with tbe bu51ness of . the primary
society. How co~operative the primary marketing society
Ls would be of great interest to the seoondery.}marketlng.
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s0Clety baCalsw the marketing struéturu would not be on fim
\éo_éwsr.-«ti_v\ﬁ foundations if the primary socisty is ruully not
Ifu“nctionirnjo'i'k'f\} .cqg,,ariativa._} liuess If the 'grixn;.ry .SOCi;ty is only
- coo;erﬁtive iﬁ name but is reully a socisty of psrsons who arg ,
th,ms..lv s middl.men, the secondury soci.ty’s foundations woqld be on
fist sinking %round. Thersfore, it is n.cses.ry for the Seoondary
soéi.:ty to know the position of ths primary sociaty in this ro urd
from time to time. similurly tho finencing c,..gg,nc';y must know the
fm\.nc1~.l btsbi&ity of the prim.ry society. Thorefore, an «udit should
bz carrlvd out by the chonder COOperabive bunk frong tun., to time
_‘Lo J._s,d;rtum_ the finwncial position of the primary socie,'c‘y to which
the bank has lent its'moneyﬂ Just as in the case of the sccondary
markk,tmg society, tha sscondary fmu.ncmg society would itself become
weak if the fma.ncn_a.l condition of its affiliated primary societies
deterlorutus. buch audits would be required -oniy periodically. Nermally
the a.lldlt C\J.I‘I‘l ed out by the ideological union- should suffice.
; 'Besides azldit the secondary ideolo'vic:\l society should assisi
thc pmmury by r;gul \r mspactlons. The secondary society should
“nave trdmcd personne l.for this purpos.n. A periodical inspection by
a secondary socisty will be of great help to the committee of munzge-
.mept of the primary society. A committce member of the primary soc‘i;e‘oy,
baing gmerqlly a person of limited attainments, will not be .in a
posﬂnon to know the trend of the soclety’s busmass, and even
'whcth>r thx, society is functioning within tne law and adopting the
necessary safeguards ‘to prevent frauds etc., on the part of its
employbes and office bzarers. ; _ : ,

. Inis function of periodchl :Lnspactlon is pcrformed in most
_Asian cou,ntri\,s by Cooperativg Depurtments, but, here too, the ideal
would be for the ideologic;ul'union tob give these technical
serv:.c,es Then gg“m ths Te aTe primary societies which are unable
to employ competent book k%pers The iddolouwl union should
exmploy tru med p\,rSOnnel for. the purpose of . writing up the books
:oi‘ the prim.‘rles Itmora.nt boox -keepers. employed .by secondaries have
proved of J.mmense va.lue to, primary . societies in India and elsewhere.
Thzn igaln it would b\, of immense value. if the 1deological union would



maintzin a runnlng audit of the primaries..This is Vary necessary
in th: case of prim LTy soc1et1es 1n backwxrd arceas. Some cooperative
:oe-~n£ments do thls wrk as well, but 1t wuld be best for the
ideologlcal unlon £y perform ‘this functlon. In all these matters it
would be well for the Cooperative Movement to provide from within
‘iuself the technioil e'fV1ces that are now given by the Cooperative
‘Dtpartment OthorWISL the prospacts of de—offlclalislng the Coopera-
tlve Movement W1ll remain very remoto. '
The tdSk of representlng ‘the Cooperdtlve Movement 1t the national
‘level and in negotlttlons with the uovarnment otcx, should be performed ‘
by 1deologlcﬁl tertiary 3001aties, normllly uermed federations. The
1deologlcal federation could run cooperativae training institutions
at the thlonﬁl loVel t0 prOV1de technicel cooporutlve knowledge as well
as tralnlng in bus1ness mqnag ment It could also do research :nd study
the trends of “the Movement ir 1ts own country as well z2s zbroad.
' The functlonal unlons too have thvlr share of technical services
'for thelr fillixtes, nxmeiy‘ﬁasistance, quld,nce and chresentdtlon
in re Spoct of ths bu31ness actIV1ties of the affllthes There would
'eopeir to be three broad xSpects (1) equlpplng the primary socicties
for their prop=r functlonlng,‘(ii) aSSlStlng them with information
and Juldonce to wnsure the proiltabillty of their underteklngs, and
d 111) miKan reprusentltions on bﬁﬁxlf of the primarles in rtspect
of the probldms common to these prlmaries.
as regerds equippmg the primarles, the functional union
could render ‘several toChniCll services in the 1nterests of economy
end stanaardlsatLon. With its tralned personnel the functional
union could help’the primary in the layout of its business premises and
1n matters such as the ch01ce of a 51te and d981gn1ng its buildings.
The secondary or tertllry functlonaT 5001ety could dssist the
:prlmiry 9001et1°s in regird to the construction of buildings and
‘the 1nstallat10n of machlﬂery requlred by the prlmaries by providing
typs plans, architects, englneers, etc., all wlth a vizw to
_3381st1ng the primary sociotj to ge st the best for 1ts money. In
»regard to'maéhinery the }schnical servtces 'of the Sunctional union
would not -end Withitheﬁmere iﬁstell;tioq of machinery. The functional

unfon should maintain & regular inspection of the machinery, so that
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. the_plim’ry socizty gets the penefit of expert advice from time to
time. 411 these would be 1n the field of equipping societies for
'gdulnv buS1ness .
Thc functlonxl union should perform a host of functlons as
reg: rds the business ‘activities of the prlmdrles The functions of
vw:prynrry marketlng socisty are thresfolds: assembly, preparation for
ﬁconsnmption and distributlon The secondary functional union could
be of immense naelstance by rendering technical services in respect
_of these functions. Ihese major marketing processes render o numbsr
of subsidiary services necsssary: viz., trunsport, storage, grading
~ond standardization, packeging; bringing buyers ind sellers together,
finuncing‘and risk be.ring. In all these matters the functional
‘union'conid give.technical Jssistance to its affiliates.
Td regard to transport, the secondary spciety could help the
.Aprnn LTy in several ways, such as hclplng it with technical advice to
purchise vehieles and therediter to maintain them. Regllxr
1nSpectlons of the transport belonalng to a society would be a
, valuable t:chn1cal service render :d by the secondary union .

Warket intelligence and markat research are important aspects
of” both consumsr and pzoducer mirketlng. 4n apex’ organlsdtlon could
render very useful SJPVlce in this regard. Testlng out a product,
resewrch in- consumsr prefereqce ete., should be undertaken by the
ipr mirk ting. orgdnlsition

,' another technical service thut sould. be rendered to an affiliate
is 1n regard to pr101ng The secondary functional union could kesp
the prim :ry society well ‘informed of market, fluctuations snd give advice
_1n pricing. It could e;so advise ‘the primary society on its
| f,inmc'ial policy. The“'.\urious forms of: in_vestment and loans and the
various types and sourcesvof financial assistance are usually not
within the knowledge of the primary s001ety It is the sscondary society
. thtt should serve as the information bureau of the affiliated societies.
The secondary functlonal uriion could aleo fanctlon as a consul-
rtlve body, whilst at 18dSt at-the national level there could be a
consultation sesrvice SHt up by the tertiary society The tertiary or

national level functional fcderation could establish grades and trade
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mlrks in SpeC1fled products and make. speciallst services availabwle.
The tertlmry fanctional federation could undertake the training of
,mplOJees 1h carrylng out the bu31ness functions of the primaries.
’Thls would be complbmentary of the cooperative education given

tha empluyees by the ideological federation. The functional
federdtion” should 1lso set up 2 department of Public Relations.

That departmant shquld maint,xm 2 close liaiscn with the local

press ind ensure that a correct : image of the movemant is projected
‘to the members of the primzries in particular and the oublic in
genaral |

'qany examples could be ziven of secondary organisations

‘providLng tecbnical sarvices of this type. To ¢ite a "few, the Milk
ferket1ng Cooperatlve Organls’tlon of 3weden provides besides other
serV1ces, technical advice as regards buildings (desizning and lay
out, planS and costs) dalry bacterlologlcdl testing services, labo-
~ ritorj uerv1ces, consaltktlon services regarding management, pro-
ductlon, stornge and.d;str;bution The Danish Central Milk Marketing
Organisaﬁion‘maihtains laboratory testing services, warehouse
inspectioﬁ sér&iées,'ngisory‘services as regards cattle diseases,
sirvices for the préééntion and :cure of. bovine tuberculosis,
reglstrmtlon servicss fbr livestock. The California Food Growers’
Exchinge mdlntA1ns a Fleld Depdrtment which carries out regular
inspe eétion serV1ces of the local packing houses and advises them on
gradlng and stdndardlsation .The Exchange also. maintains a Pest
Control Department and s Research Department.which helps with advice
regafding agricdltural méchinery, cultural methods, fertiliser and
- seed, development of new products and processing techniques. The
CWS of England prOV1Jes through its Marketing intelligence and
Vﬁrketlng Research Degar ment a ccmprehensive Intelligence Service
which holps tha affiliates in respect of price trends, production
trends, conaqmer demand patterns, sources of competltion, ste.  They
also * conduct research in respect of consumer preferencés, packaging,
procesSiﬁg, etc., and pass this information down to their affiliates.
The Technical Rasearch Department of the CWS cuncerns itself with
all scientific and techmical services. This Department undertzkes

analytical investigations and research investigations and hus
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tachnical control of production and maintains quality control of all
goods produced thrcugh their factories and those of the primaries.
1t proV1des consultution serv1ces in regird to mcnngnent, storags
and distribution and prov1des regulir tralnino programmes for all
types of ‘amployses. )

Most well estdolished 408X organisations maintain’ ldViSOfY
services regirding accounsancy and costing . They prapare accounting
-systems saitable to tho.primaries»and_prepare eperational statistics
for eich affiliated society. - |

Another technical service thlt would come within the scope of
guidance 1s that of manaoin. weck societies for temporary periods in
order to put them on their feet In a truly 1ndependent Gooperatlve
Movement there would ba no room for the government to step in for
the purpose of rectifylno mattars lthough it would apoear oblliatory
on governments which have Sponsored the COOperative Movement to do 0.
Modemmn COOperJtive 1egislatlon in many countrles pzov1des for the
‘Government to superseds committees of societies which are. badly
managed with boards of managament nomlnated by the Registrar of
Gooperative Societies In an idegal set up, however, this supersession
should be done 3% the instence of the general body of the society 1t-
Self The societj should 1nv1te the union to nominate a committee of
minipement for a given period for thc purpose of rectlfying matters
in the primary soc1ety In such Jn 1nstence the secondary union could
render & very. useful technic 21 serv1ce by app01nt1ng a board of
man:. 3,ment to reploCe the soclety s committee of management in
order to take necessary action to put the soclety back on its feet.

The tnird aspect of tachnical ass1stance in the field of business
would be representa tion of the ffilietes where technical representa-
tion is necessary .. .

‘nother ispect oI this representative function would be the
publicising of the activities of the afflliates The issue of publi-
cations and advertisements relating to the work of the affiliates and
the carrying out of prOpaﬂ'mdq would be technical services most

aoproprlate for bu51ness Federations at the national level.
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I have attemvted above to summarise the te ohnicsl services that
Cooper&tlve Marketlng Unions and Federatlons as wsll as ideological
unions and federations could giVD the cooper4u1Ve marketing societies
‘afflliated to them It might be useful to note here tha% in both
_ eroducer and consumer murketlng, the puraose of the prlmary societies
Jjoining together in Unlons and Federatlons is to maks the services
, rend red by the )rlmary 3001ety to its members as useful as possible,
»both =conom1cally and morally The extent of this ussfulness would
depend to a l1r e extent on the usefulness of :the idsological and
~ functionsl unions and f.darations to their affiliates, the primary
| socletles This degroe of usefulness would depend in the case of the
functlonal unions and fed.r;tlons on thelr bu81ness acumsn elther in
| ] lllng on behalf of the :zoducer oocleties or in purchasing for the
‘consumer societius, and in the cLse of the 1deolog1cal unions on ther
“Dility to inspire the members and the employees with cooperative,
,vfeellng However, w>11 a secondary or tertlary functional organisetion
may function in regard to its bu31ness of selllng or buying for its
momber socioties, the proper functioning of the primary soclety will

=p,nd to a largs extent on the latt-r s adOption of corrsct methods,
yriCulCGS, techniques and proc=duras The extant to. which these methodﬁ
and . tachnique s would bs adOpted by the prima ries w1ll depend on the
=xtent of the 1nf1uence that secondarl s and t,rtiarles could have
on tholr affilidtus by msang of thelr technical ssrvices both in the
:ubusin=ss and ideo‘ogical fields Thorefore the serv1c s most needed
:for a prlmery to function properly are technical S“erCuS. Therefore
.it could be said that the most 1mportant aspect of the work of a
secondary or tartlary "OOperatxvo organisation is the proper

frenderlng oi technical ssrvices to its affllidt°80>
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l. Introduction

The improvement in the quality of agricultural products enhances
their market value and can be achieved by means of effective addition
-of value to the products.

Such efforts for improvement are inevitably required before the
products reach the hands of consumers and the economic and social
consequences of the efforts are also significant.

The necessity of duality improvement arises from various causes,
such as attrition of quality in the course of circulation of the
products from producer to consumer, and the variety of tastes of
consumer.

By adding value to the products, producer and merchants minimize
th; quantitative and qualitative destruction, attrition, and spoilage
of products thereby supplying improved quality goods to the final
consumers. Consequently, the improvement in the quality--by means
of value additions~-is indispensable in the realization of the
efficiency of circulation and the stimulation of .the sale and consump-
tion of the product.

Furthermore, its effective realization ultimately brings about
the promotion of economic and social well-being by providing prodﬁcer
and merchants with more income and by satisfying the needs of con-
gsumers in their purchase and consumption of the products.

On the other hand, howevgr, the quality improvement by means of
value addition entails the higher sale price of the products due to
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the increase in the cost of production. Therefore, the above
mentioned stimulation of sale and consumption does not necessarily
follow whén the increased price level demands much burden on the
part of consumer.

Therefore, it is hard to expect the above mentioned economic and
socisl consequences unless the means of increasing efficdiency is
pr9vided 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-
cggsing behavior.

‘Planning of quality improvement means systematic endeavor toward
efficient accoﬁplishment 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
stendardization, grading, processing and quality control. Unless
such means are effectively acquired, the desired results can not te

attained.

2. Importance of the Improvement in the Quality of Agricultural
Products
Effective accomplishment of quelity improvement entails signifi-
cant economic and social consequences by stimulating the circulation,
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sale and cohsumption of the products, by increasing the income of
the producers and merchants, and by higher satisfaction of the
tastes of consumers.

In Korea, as a developing country, agriculture occupies an
important position in the national economy in terms of her popula-
tion structure (i.e., 55% of the total population, 1965) and total
national income (38% of GNP, 1965). Consequently, it is of para-
mount importance to seek ecoromic development and national well-
being on the basis of economic betterment in the field of agricul-
ture.

Factors affecting dev§10pment of agriculture are various: land,
capital, labor, technique, and management. Rational allocation-
and utilization of these factors of production bring about increase
in production.

However, if quality improvement and control do not accompany
increase in production, the increase does not necessarily entail
agricultural development. In Korea, many problems are yet to be
solved in improving agrieultural production, but still more pro-
blemesare left to be dealt with in improving the circulation of
the products. Iack of proper knowledge about the quality improve-
ment among the general population and deficiency of necessary
person and technical elements are regarded as the stumbling blocks
in the course of agricultural development and enchnncement of -
national welfare. |
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The reason why the quality improvement calls for special
attenﬁion’in Korea is that it is expected to bring about the follow-
ing effects in relation to the improvement of circulation of agri-
cultural products, agricultural develépment, and progress in
nagional-welfare.

In the first place, it will increase the income of farm house-
holds. Since the farming population occupies a preponderant pro-
‘portion in the naticscl populétion structure, the increase of income
on the part of farm.households has been one of the most urgent
tasks to be takled in Korea.

In Korea, however,‘agricultural production has long been
carried out on the basis of family self-sufficiency, and proper
knowledge of producing quality products and getting them to market
has been neglected in the minds of producers. This implies that
there is lots of room left for farmers to increase their income by
improving the quality of their products.

Secondly, quality improvement will stimulate the export of
farm products. In Korea, the agricultural products carry prepond-
erant weight in the total export structure, i.e., 38.7% (as of 1966)
of the total export. Therefore, the increase in the export of
agricultural products means gereral increase in the amount of total
nations] export.~ In recent years, demands for the agricultural
products from foreign countries, be they for food or industrial
crop, have been diversified in taste and sophiscated in quality.
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In view of such phenomena, it is a sine gua 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 consumétion in Korea.
Attendant to the increase in income and wage, betterment of educa~
tion, and functional differeﬁtiatioh of social system, theré 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
consﬁmption and subsequently it will also stimulate the development

of processing industry.

3. Present Status and Problem Areas in the Improvement of the

(uality of Farm Products

In Korea, efforts for quality improvement of farm products
have not succeeded in achieving expected effects despite their
importance. The present situation and points of issue regarding -
the practicve 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.



1) Standardization and Grading

The standardization of contents, packing materials and packing
methods as well as the grading of quality, shape, size and appearance
safeguard the relationship between the quality and the price of
products. These spur and simﬁlify the trensaction of products,
enhance the reliability of tHe commodity, and they facilitate the
c¢irculation of capital and the obtaining of accurate market infor-
mation, thereby accuring advsntages in promotion of transactions.

In Kofea, standards for standardization and grading are
determined by the Regulation for the Inspection of Farm Products
Standards promulgated by the govermment, and the actual inspection
is conducted according to the Farm Products Inspection Law and its
Operational Regulations. However, the goﬁernmental inspection is
limited to the government purchased commodities, import-export
items, and joint marketing products of agricultural organizations.
The inspection. of other products are left to the individual dis-
cretion of sellers and buyers of the products. Accordingly, most
of the farm products transacted in ordinary markets are immune to
the government inspection, and traditional criteria based on every
day maketing experiences are applied in grading processes.

Furthermore, even in the case of governmental inspection or
the autonomous inspection of agricultural cooperatives, thorough-
going inspection has not been conducted due to the lack of scien~
tific inspection because of the shortage of personnel and funds,
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Limited governmental inspection and traditional grading prace
tice émong the producers and merchants on an occasional basis,
therefore, are detrimental factors in the successful execution of
standardization and grading, and in obtaining secondary effects

attendant to them, in Korea.

2) Processing of Farm Products

Processing of farm products means adding utility value to
farm products by applying physical, chemical and micro-biological
methods. Farm products are used primarily as the food of human
beings and they have peculiar characteristics as commercial items
such as large size or variety of form, and propensity to decay.

Processing of farm products, therefore, facilitates various
physical processes such as transportation and storage by minimizing
the size or preventing the decay and atirition of quality, and, in
this way, it helps in supplying commodities better adapted to the
needs of the consumer.

In Korea, rice and barley being the staple items in agricul-
tural production and food requirement, rice polishing and flour
milling have long been flourishing as the major farm products pro-
cessing industry. In addition, processing industries for marine
foods, raw silk, and cotton also have long been devéloping.

In recent days, demand for processed food has heen increasing
due to the rise of income level, and this phenomenon gave rise to
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the development of canning industry (for beef, milk, persimmon,
tomato, apple, pear, grape, appricot, orange, ete.), ethyl alcoholic
industry and starch industry based on sweet potatoes as raw material,
processing of edible oil (distilled from sesame, cotton seed, soy
bean, rape, red pepper seed, mustard seed, etc,), processing of soft
drinks (using tomato, apple, grapes) and soy sauce -manufacturing
industry.

However, the genersl level of incomwe of Korea still being low,
the demand for processed farm products food of high quality is
limited to the high income fractinn of the population and, further-~
more, inadequate avalilability of capital and leck of processing
technique retard the dévelopment of processing industries. Limita-
tion of capital and technique is most keenly felt in the field of
processing industries for easily deteriorated cormodities such as
vegetables, fruits, livestock products, and marine products.

As for these commodities, quality deterioration is not succesc-
fully prevented and the sale price of processed goods is very high.
The problem of solving difficulties in this field, therefore,

remains as one of the major tasks to be dealt with in Koresz.

3) Quality Control
The purpose of adding value to farm products is to produce
and sell better quality farm products. Without proper quality
control, however, the objective can not be attained in the course
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of value addition.

Farm products have specisl qualities inherent in their produce
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 guality 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 improvemen: of tests, researches
and inspsctions concerning the quality and sanitary condition.
Effective quality control contributes to decrease of waste, increase
of reliability of commodities, creation of new demands and enlarge-
ment of market.

In Korea, efforts for such quality control are generally
‘neglected by produce¥s as well as merchants. Producers lack busi-
ness insights, merchantsvare 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
instituttonal and administrative support of government in terms of
facilities, capital, and technique run against the development of

quality control in Korea.



4. Yeasures for the Improvement in the Quality of Agricultural

Products

Needless to mention, the problem of improving the quality of
farm products is very important in the development of agriculture
and improvement of national welfare in Korea. The efforts for
solving the ﬁroblem, however, have not been successful due to the
inadequacy of given conditions prevalent in Korea. 1In order to
promote the quality improvement effectively, the following measures
are to be undertaken. |

1) Inspectibn of farm products must be reinforced.
Standardization and grading can bring about expected results only
if scientific inspection methods are applied to all kinds of farm
products., 1In Korea, the number of inspected items is limited and
the method of inspection reftains unscientific elements. By enlarg-
ing the category of inspection items and by improving the inspsction
methods, standardization and grading.are expected to be epplied in
market ;ransactions.
2) Test and research activities must be strengthened.

In order to minimize the quality attrition in the course of pro-
cessing of farm products, development of new commodities, and the
physical processing mamipulations of the circulation, test and
researches ﬁust be accompanied in parallel. In case of Korea, such
research activities are Eonducted through the Office of Rural
Development, bubt noteworthy results have not been achieved in this
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field due to the lack of budget, technicians, and facilities.
Veasures to strengthen test and research activities are yet to be
encouraged.

3) Refrigeration must be widely applied to facilities
and techniques of transportation and stormge. Refrigeration
method is commonly used in the advanced countries in preventing the
decay and in maintaining the freshness of commodities even in retail
shops. In Korea, however, this method has not been widely utilized
due to the ﬁigh cost and lack of technique. Production and intro-
duction of refrigeration as well as wide distribution of its tech-
nicel know-how must be encouraged in order to help Korea enjoy its
benefits. )

4) Knowledge and technique concerning quality control
must be widely imparted. »Prodhcers, processors and merchants in
Korea lack sufficient knowledge of conducting quality control
through scientific methods. Guidance in quality control, effective
transmission of results of researches and market information,
financial support for introduction of new facilities and techniques,
education of professional technicians, and establishement of research
organizations, these are to be reinforced and encourged in Korea in
an effort to improve quality cntrol of farm products.

5) Closer link must be maintained amoné the Korean
Agricultural‘Cooperative, the Internatioral Cooperative Alliance,
and its member countries. The Korean Agricultural Cooperative

7
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carries out meny activities as a multipurpose asgricultural coopera-
tive and it includes 93% (as of 1966) of total farm population in
its membership. The importance of this organization, therefore,
cannot be overemphasized.

However, its age still being young (established in iugust,
1961), it is confrdnted with numerous difficulties in conducting
joint marketing activities due to the lack of experience and im-
mature technique of management. Mutual exchange of experience,
technique, and information with cooperstiwves of other countries
through: the International Cooperative Alliance will greatly benefit
the development of the Korean Agricultural Cooperative Movement.

It is hoped that other member countries also learn from the
mirror of Korean experiences. High hope and expectation are placed
on the International Cooperative Alliance and its Regional Office

as the medium of encouraging the 'mutual cooperative system.
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AGPIOULTU&‘L PRODUCTS IMPROVEMENT
SCHEME
IN JAPN

1, For'the incregse of production

(1) By agricultural cooperatives:
a) CTCPS  wvesevsse. o...Wider use of better variety ot seeds,
‘ promotion of joint farming and mechanized
farming, establishment of production
"~ facilities, management improvement

b) Livestock.............Selection of better variety, increase of
' efficiency of the management

(2) By the State: Long-term prospect in demand and supply

‘ by commodities, execution of necessary
measures according to the above prospect,
consolidation of land, systematic guidance
on techniques for mechanization, price
stablization policies.

2. For the increase of commercial vaglue (Livestock products and fruits
} & vegetables)

Improvement of packing materials, im- -
provement of distribution system by
means of cold chain system, storing and
delivery experimentation, new variety

3. Teehni al dance (Horticulture and Livestock Research Office)

(1) System To appoint technical advisors, collabo-
ration with experimental and research
institutions of university, national

- government and prefectural government

(2) Activities To organize training courses, sending

lecturers, consultation services for pro-

ducers, utilization of radio, TV, wire-
communication system, etec., prodw tion
and distribution of technical materials

4. Market information Through radio, TV, news papers, monthly

orzan of the Federation, occasional

information by commodities, etc.
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NAGEMENT DEVELOPMENT PROGRAMME

By Mr. H. A- Desal

- Ln approach to Manpower planming & Development

INTRODUGTION

‘Like any dther planning for material, production and finance, Manpower

planning and the development is essential for any growing company. It
is a well-known fact that today to get managers of right qualities is
the most difficult task. For a firm which has an aggressive personnel
&l80, ‘management development programme should imply a look-ahead in’
terms of future manpower needs. If a company is able to assess its
requirements for management manpower realistically over next five to
ten years, one can plan the selection programme at the point-of first
level management, organize training programmes - on-the-Job as well as
formal programmes designed to make peoole éfficient in their ‘present

. jobs as also to ensble them to acquire abilities for future jobs and
,therefore plan to meet future requirements.

OBJEGTIVE

- The objective-of such a programme therefore coulﬂ be”as fOllOWS’

To measure the performance of each manager, identify abilities whlch

-.eould be utllised in fuburé and ‘to spot arecas of weakness whlch could

be developed for future a551gnments..

" To con51der future managerlal and manpower needs, quantitatively and

also qualitatively for growth and expansion and to plan how fast one
can meet them from internal resources, from a well organlzed selectlon
programme and from management training programmes.

To organize and execute internal tralnlnﬂ programmes to strengthen
management skillg and recommend ~good managers to outside training
programmes,

PRIHGIPLES OF MANAGEMENT DEVEIOPMENT

There are oertaln princlples on which management development programme s

1s based:

'Aq~ Development is an 1nd1v1dual matter"‘Lll development therefore is

“self development. Management can only trigger off development
activitx_optprovide opportunltlespfor development
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"B .Opportunlties for development must be universal.

C. Present job rather than the promotlon 1adder should be emohas1zed.

D. Development cannot be placed on ideal personality.trades. Focus
should be geared on the abilities which are needed to do the job
successfully.

-E+ . Responsibility for the development belongs to the 1mmed1ate

: superv1sor and .

.pF."Day—to—day work is a major area of development rather than formal

_tralnlng programmes.

IN SHORT

-In short nanagement deveiopment is a term given collectively to a

complex. of activity. THe objective of which ig to ensure that as and
when . the demand for mendgerial persomnel arises there are sultably
qualified and developed people ready to fill the vacancy created in
future. The plans theérefore so organized will be a systematic review
of existing personnel for future needs. The appraisal of personnel
job, selection from within and from outside, tralnlng and development
of people etc. :

Ultimately the responsibility for any snch function belongspto.the
“top management of the company. In preparing and executing such a plan

senior managers will of course play the keyrole in the development of
their subordinates. The role of Personnel Department being, to carry
out the poliey matters consistent with the overall needs of the
company and to organize spec¢ific development act1v1t1es mentloned as
above.:

METHOD

Under tnis we shall consider the following futUre.activities:

L. Consider your existing personnel reeources. This will involve
collection of information regarding each individual manager
about his performance and his. -potential.

(1) Informstion regarding his qUallflcatlons for the present job
as also other asademic achievements or. special scholastic
~reports related to the’ Job. : :

(ii) Job experience in; the present company on various jobs as
" “also experience in other comvanizs. This may be defined in
terms of the number of jobs handled by him.
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C.

(111) Other épeclflc achievements, like research or exocutlng ox—
perience, publication of articles etc. The above information
will be mostly available from the epplication form and other
personnel reports., (Form -.1) »

Tnformation in his present job, performance on the job, training
and the experience achieved so far, usefulness of such a training
and any outstanding abilities which can be utilised or which can

be developed for future needs. The information for these aspects
will be mostly available from the evaluation forms, or any other
specific incidental records maintained for his job performance.

The people with whom he has worked and also give objective descrip-
tion of his work perfo™mance. A care should should be taken to’ see
that specific skills, abilities and techniques are mentioned for
every 1little detail of his job performance. Also it should be seen
that job ds it is done by him should be well written out. 4 specimen
copy of ‘the questionnaire. on the job description and the items
involved in the job descrlptlon is attached herew1th (Form - 2).

Infornqtlon should be collected either through records or based on

‘personal interviews with him on his ambition, likes and dislikes,

his views on the job performance and attitudes to supplement the
information on growth pofentlal His performance review of records
and of personal telk should also indicate what are the areas which
he could learn, how much and when.

A Appraisal forms in any company should give detalls on the development
of abilities of a manager. L specimen copy of such an appraisal is
“attached in Form -3. " If possible this information should also be

supplemented by other things like actual record of job, strong and
weak points, potentisl abilities, developmental needs etc.

© [ttached herewith is a graph of management developmentnprogramme

which clearly shows the areas of resources digcussed as above.

: Dh,CIDE ORG4NIZATION REQUIREMENTS

To be able to decide how many vécancies are likely to occur and at
what tlme, ‘the following 1nformatwon should be collected:

>

Lo

Personnel requlrements 1.6 plans for those vacancles for each year in
advance and information for those vacancies. (Form -4) Tt may be

‘easier to plan such vacancies based on some norms, if one has any,

‘otherwise based on the experience and knowledge of senior managers.
Such rules should be broken down levelwise, jobwlse as also in
terms of funotions etc. Some approximation can be done which

of course can bear rigorous scrutinizing periodically.
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Bs Collection of information on retirement, wastage of personnel through
changes, promotions, transfers, likely exceed of people due to health
reasons, replacement of people, regrading. etc. to enable accumulate
estimation of future needs. It may be necessary to collect infor-
mation of managers who may not. develop and whose service will not
be of any use to the comoany aftex some years.

It may be necessary “to collect 1nformatlon of each JOb ‘its present
output and the future status. What shapc the function is likely to
assume .in future,- it is llkely that gome ‘or many aspects of the job
will dhange. : : : : : :

Hdvzng collected information on the resourses available from within the
company as ‘also the future managerial needs one can easily decide the
succession plans as also the development act1v1t1e From amongst the
list of managers available-in the company as also class1f1catlon of them
in terms of promotable, those who are adequate in their present jobs

and those who do not meet the requirements of their jobs should be mede.
Along with such information acquired through the retirement, wastage
ete. it will enable management to, find'out how many people are llkely to
change or retain their JOb every yedr. '

Based on thls 1nfornetlon one can find out whether there are'sufficiently

.trained managers.who occupy future position, how many should, of what
type and for what position, as alsc how many of such p081t10ns can be

filled through management training schemes, if one has taken-recource
to the scheme. Otherwise the company will have to plan for selection

programme s accordlngly.

Hav1no dec1ded the quccession 1ist i.e. who is going to move into what
positicn, one will have to decide as to if a manager is going to move
in a position in let us say fivé 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 w111 have to 1dent1fy the arcas, 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 mey 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 work such that he can "

perform in order te develop him in that act1v1ty.

As managers partlclpatlon in cut51de programmcs will be tlme spanned
against the needs, -developmental. abilities and job requlrements i.e. if
one thinks that such a.person is geing to occupy a position in future,
the time period in between shall be year marked for external training
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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 successful in future but to uncover areas of
abilities which may help them to take jobs which are different
from what they are handling now.
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PERSONAL RECORD

Name: ' Date of birth:

Present Department:
Qualifications:

a) Concerning jobs

b) Others

¢)  Specific achievements
Training programme attended:
Experience: (with dates and jobs)
a) Before joining

b) In Company

Date of joinipg:

Membership of professional organizations:

Present assignment:

Salary record:
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FORY 1 (Contd)

Appraisal Record:
Last five years’ summary - Indicate major areas

1,

Based on interviews - enter
1. Llikes and dislikes

2. Ambitions

3. Attitude

4, Learning capécity

5, Out-of—normal‘comments



APPRAT G4l RECORD

Names Deptt,

Job:

Names of Appraisers:

Date of appraiesl:

Performance:

Pergonality:

Judgement:

Integrity:

Constructive imagination:

Summary - overall remarks:

Strong points
Wedk points:
Potential abiltics -

Action proposed



Name:
Ages

M4NAGEMENT DEVELOPMENT FORM

Areas of Development:

Specific projscts, job rotation,
additional job responsibilities planned:

SKILLS DEVELOPMENT PROGRAMME:- Tick the one required improvement

1) idministrative 4) Judgement 9) Delegation

2) Communicstion 5) Leadership 10) Public’ relations
1) Written 6) Job Knowledg“e 11) Attitude and moral

1) Oi;ai' 7) Planning 12) Creativity

3) Developing subor- 8) Decision 13) Tact
dinates making .



TORM: 4

Division ; IPERSONE\"IEL ﬁEQUIREMENT JUSTIFICATION Year
D,épartmeht : ‘ Prepared by
Job Title 3 , Accounting Cxde:

Remﬁ;;ration Appointment Date:

‘Seope: -

Need:

Job Des;cr'iption:

Basic Functions:
- Responsibilities:
dccountability:

Standards of
P _erformance Evaluation:



DEVELOPMENT PROGRAMME .
Individwal Officer wise

Name: ‘ - , : » Department,

Date Prepai::ed::

Year Need O“tfid‘? p?og?amme ; Intcrnal J : . - Individual Programme

; group programm

- . JO U W S e ey

S

! - Typs . Details on~the-job ’  Other specific

!
. :

i :

i Z t

: H .

1 § {

! ;

. . { N

P | !

| H ; i :

i ! { t | i

3 | f ;
H

! { !

‘

o : | i |
‘ ] ; t !
; : & i é |
j i ; ‘ :

i 4 : :

: ! : : .

: H |

i ; ?

: }

Additional remarks: . Prepared by:




JOB _DESCRIPTION FOR EVALUATION

(To be completed by the empldyée in cormection with his annual .
appraisal)

Employee ‘s name_

Division Date
Describe your job briefly by answeriﬁg tﬁe following’questionss
Use cxamples, '

1. . What are your principal duties?

2. What is your responsibility for costs? For Profits?

3. What is your respcnsibility for other personnel? 1f you
do not have supervigory responsibility, indicate how you
get along with people.

What ape your opportunities to display initiative?
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What are your opportunities for creative contributions?

What occasichs arise for you to use your own judgement?-

' What are your, own long-term ambitiocns and goals?

Dates - Signature:
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1. The purpose and characteristics of Cuoperation should influence the
management develcpment 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. Récruitment ang promoction.

2.1 How future managers should be recruited.
<.2 Various ways of recruitment. '
2.3 Promoticn.

3. Training programme.

3.1 General educational level.

3.2 Purpose of training.

.3- Careful planning.

4 Flexibility in the training programme.
.5 4alternative methods of training.

W W\

4. activities within the cooperative unit.

4.1 The hecessity to get employees interested in the activity
of the society or enterprise.

4.2 Planning.
4.3 Collect experience, refresh and develop.
4 Information.
4.5 Stimulaticn and coordination.
4.6 The role of the employees.
447. The contact with members.
5. Finance.

Necessity of ihtegrétion between training and education and
business activity.




Statement by Mr. N.N. Kaul, I.L.O. Representative, at the
Experts! Conference on Co-operative Marketing, New Delhi,
15-21 January 1967.

Nn behalf of the Director-General of the I.L.0., I wish
to convey most cordial greetings to this (onference of'EXperts
on Co-operative Marketing organised by the Regional Officer of
the I.C.A,

Ever since its establishment, the Internatibnal Labour
Nffice has been collaborating with the International:.Co-operative
Alliance - this great ploneering international organisation in
the field of'co-operation which is now mors than‘seventy years
old. The i.L.O. has a full-fledged regional office now function-
hing from Bangkok, and I feel certain that the two regional
offices will 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 mey be sware, the I.L.€. has an agbiding interest in
co-operation. The first Director of the I.L.0. had many personal
links with the movement in France.and Burope. His concept that
labour and social questions are closely related to co-operation
has continued tc underscore 'the policies and programmes of the
I.L.0. in this field. As early as Masrch 1920, a special service
was created at the I.L.J, Headquarters in Geneva te centralise

Iinformation on co-operative matters and to maintain relations



with co-operative orgsnisations and n~fficial institutions in

many countries, so as to act as an internationéi research,
documentation and informastion centre in the field of co-operation.
ver thie years, the I.L.0. Secretariat, directly or through its
network of'éffices throughout the world, has continued té collect.
analyse and'eValﬁate information on all aspects of cn—operatiﬁé
activities, and ﬁake it available to interested partles through
publications or other mcans.

Ih the recent reorganisation of the I.L.O., co-operative
instiﬁuﬁions have been éssigned a very impcrtant role, and
Cé—operativeg Rural and Relatéd Institutions Branch at the I.L.O.
Headquarfers is an important ofgan of the Social Institutions
“Deveiapment Department at the I.L.O. Headquafters‘in Geneva.

Co—operative‘subjacts-are discussed at technical and reglonal
conferences and meetings of ekéerts, and the I.LQO., by itsélf,
or in collaboration with other Specialised Agencies has been
holding training courses and semina»s to promote the development of
co-operative.movement in dé%eloping countries. |

Since 1952gfthe I.L.0. has also been helping thg co-operative
movement through its prdgramme_of technical assistance. The |
GoVernmen&;of'developing countries are recognisihg more and more
the roie that avwell organised co-operative movement cén play in
nétional economic and socigl developments. The I.L.O.fs

programme of technical assistance covers practically all aspects

cf co-operation. Cufrently, 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 &o—bperative education and training
are continuing in Burma, Malaysia, 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
df the reports of I.L.0. experts who advised the Government of
Ceylon in 1953 on the co-operative marketing of vegetebles by
growers, and the I.L.0. expesrt who advised the Government of
Sarawak during 1961-62 on the improvement of methods and facili
ties for marketing agricultural produce through do—operative
societies with a view to extending thcir benefits to primery
producers.

At the LOth session in 1965, the International Labour
Confcrehce discussed the question of "Ths Role of Co-operatives
.in the Economic and Social Devclopment of Developing Countriss”
The Committee appointed by the Conference to examine this
question was firmly of the view that the establishment and
growth of co-operatives should be regarded 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 50th session held last year a recommendation on

this subject, which 1laid down that cc-operatives should be

cstablished and developed as a means, inter alia, of -



1) 1improving the cconomic. social and cultural situation
of persons of limited resources and opportunities as
well as uncournglng their spirit of initiative;

2) increasing personal and national capital resources by
the encouragement of thrift, by climinating usury and
by the sound use of credit;

3) contributing to thc economy and increased measures of

- democratic control of economic activity and of equitable
distribution of surplus;

) increasing nationel income, export revenuei and
: employment by a fuller utilisation of resources:

S5) improving 3001al conditions, and supplementlng
sociql serv1ce and

6) helplng to raise the level of generai and technical
knowledge of their members.

The Recommendation has'devoted a2 whole secfion to measures
that should be ftaken to disseminate a knowledge of the principles
methods, possibilities and limitations of co-operatives as widely
as possible among the peoples'of devsloping countries, and
another section to international collaboration in providing aid
snd encouragement to co-opersatives in devecloping ccuntries. That
the Conferences like the present are designed to achieve the
ob jectives spelt out in the Recommendation is a éource of great
gatisfaction to us in the I.L.O.

The theme chosen for this:Conference is most topical as
far as developing countriss in this part of the world are concerncd..
Life even in these countries is growiﬁg more and more complex, and
in order that co-operatives may play their due role, the exchange
of views by experts would be of great use to the co-operstors in
svery field, not only in developing countries in this region,

but 2lso in other regions.
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Agricultural commodities ahe‘of.greht importance in the
¢conomy of developing countries, and the'great‘majority nf
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 agriculturesl
produce, but they can provide incentives to greater production,
for, when a producer knows that the cream of his lsabours is not
lapped up by middlemon, he will surelj do his best for bettering
his record. The elimination of the middleman!s exploitation, how-
ever, can be profitable only when marketing co-operatives can
provide more sfficient zervice. For such an efficient functioning
they should hnve knowledge of commodities to be handled, adequate
finances; standardisation of weights and messures, arrangements
for storage and transp&rtg processing and preservation where
neceésary, disposnllor anle of the produ%é,'and expert knowledge
of the markets snd prices, etc. For all theée, the leadership
provided® by the regiohal and national federations is most essenti-~l
and the programmes of training of technical personncl to handle
large-scale operations is indispensable.

The co~operétiﬁes have the experience of private industry
before them. But in order that they may give beotter performance
they have to develop their own reserach programmes. The latest

techniques of material hendling, costing and budgetary controls

should be adapted by co-operative organisations.



The world is moving very fast. Businessmen in the privote
sector are availing of the opportunities thrown up by modern
teéhniques. 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 buogant
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 1in develqping
countries also enhances the importance of merketing co-operatives
cnd it is indeed timely that this Conference is discussing in
detail the organisstion and menagement of these co-operatives
at various levels.

I would like to conclude this brief stetement by a
quotation from an I.L.2. publication on ”Co—operative Manaéement
and Administration”". It ends with these words: |

"The co-operative movement has always anpealed tn persons
with a sense of gocial respopsibility, but even in its ihitial
rtages its success will depend on its ability to attract that
type of mind and personality which is characterised by technicgl
skill and managerial judgment. This becomes even more necessary
as the movement gains in strength and complexity and the satis-
fection of contributing to a worthwhile social objective is
reinforced by that of participating in the conduct of =n enﬁgr-

prise which is a lcader in its own field."



I hope that this Conference will contribute fo the
creation of leaders in co-operative marketing, both in manage-

ment and in enterprisze, and wish your deliberations great

success.,

Thenk you.
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Today’s Engagements SUNDAY, JaliUARY 15, 1967

INTERVLTIONAL COOPERLTIVE ALLIANCE, Resional Office

and RBducation Centre for South-East Asiad

Mr Cedric Day, Deputy Regional Representative of the
Food and Agricultdre Organisation of the UN, New Delhi,
to inaugurate South-East asian Experts’ Gonference on

Cocperative Marketing". Chaudhary Brahm Perkash M P

tc preside. Vigyan Bhavan, Committee Room "E", 10.00 a.m.




INTERNATIONAL ’C:()-()§P ERATIVE ALLIANCE
REGIONAL OFFICE AND EDUCATION CENTRE FOR SOUTH-EAST ASIA

Head Office : 11 Upper Grosvenor Street, London W.l. Post Box No. 6§39, 6 Canning Road, New Delhi-1
Cable : Interallia. Telephone : Grosvenor 5991-3 Cable : Interallia. Telephone : 42391-3
Your Ref
Qur Ret

Januiry 13, 1967

Deur 31ir,

South-gast' Lsian .xperts’ Confercnce on Cooperative
Marketing, January 15-21, 1967. Yc¢w Deihi, India.

The 3outh-East Asi.n Experts” Conference on Cooperative Murketing

is being inaugurated at Vigyan Bhavan (Committce Room &) on sunday,
January 15, 1967, at 10.00 aam. by Mr Csdric Day, Dzputy Regional
Representative of the Food and sgriculture Organisation of the
United Nations, Nu:w Nelhi. 4 Prass Release intended for your use

is being enclosed hsrswith. I shall be grateful if you could kindly
depute one of your staff resresentatives to cover the Inaugural
Function and procesdings of the Conference.

Through this letter we would like to extend to you an Open Invi-
tation to you or your represcntative for attending any of the
Confsrence Ssssions. . copy of the programme and also the list
of participants is asnclosed.

Thuanking you,
Yours sincerely,

14 4;’ i} s
SN f ™
S el SN

P.R. Baichwal
' Specialist in agri-
fnel: is above cultural Coo)ezration.

W



INTERN..TION..L COOPEZRALIVE LLLI NCE
Reglonal Office and Fducation Centre for South-East wsiza
Post Box Wumbsr 639, 6 Canning Rosd, New Delhi-1. India

South-fast asiun
BAPSRLS COAFLRENCE ON COOPBRATI /i MaRKBTING
January 15-21, 1967. ¥ ew Deini

Inauguration & Venue of the Confevence

The Internitionul Cooperative wilisnce, Regional O0ffice and Bducation
Centra for South-Fast isia, Now Delhi; is orgaising, in collaboration with
the Nwutionul Cooperative Union of India, an Experts” Conferonce on Coopera-
tive Mirksting in New Delhi, from Jaanuary 15 to 21, 1967. The venus of the
sonferencé is India International Centre, 40 Lodi Estate, Naw Delhi. The
Confersnce will be inaugurated by Mr Cedric Day, Dsputy Regional Representa-
tive of tha Food and agriculturce Orzanisation of the United Nations, New -
Delhi; on Sunday, 15th January =t 10.00 2.m. in VIGYaN BHAVAN (Coumittce
Room E) . *

Delegates

This Conforence will be attended by about 30 delsgates from Ceylon,
India, Japan,'Republic of Korea, the Philippines, Singapore and Thailand.
the Conference has also ths bencfit of the expertise from Swaden and also
from the ICa Headguarters in London. Observers from the Internutional
Labour Organiéation, afro-isian Rural Reconstruetion Organisation, Food and
agriculturs Organisation of tho United N.tions, and the International
Federation of “gricultural rroducsrs, are also participating in the
Conferinca.

Objectives of Experts? .Cenferences

The Intermation.l Coopsrabtive illiunce has during the recent ysars,
organiscd =xperts’ confersnces on a varisty of subjects. The main purposs
in organising such conferences is to develop an objcctive commentary
on cerbain vital aspsots touching the activities of cooperutive socleties.

The experts’ confercncss provide a forum for promoting not only an



Press Releass el

exchiange of knowledge and experience but also for bringing about a cross
fértilisation of idsas on important problems. rarticipants to these experts”
conferences includs persons holding responsible positions in their own field
and alse those possessing speclilised knowledge and experience on the subjéct
of the conference.

purposs of Covvarative Marketins Conference

The main purpose of ths Expsrbts’ Confsarence on Cooperativel&arketihg
th 't is being organised in Wew Delhi 1s to bring together persons having
sp seizniised knowledse and sxpsrience in the field of agricalturzl cooperative
marketing and to provide them with a common platform for discussions on
problems relating to cooperabive maurkebing with special reference to manage-
mant agspects. It is hoped that tnis Conference will contribute to offering
possible solutions to some of the management problems of marketing societies.

ICa in South-Eact asia

The Regional Office & Educibion Centre, New Delhi, is an extension of
bhe ICs Jecretariat in London. The Centre has the task of developing the
general activities of the Allicnce in the Region, acting as a link between
the ICs und its affiliated orgsnisations and representing it in its consul-
taetive relations with the regional organisations of the United Wations and
" other intemational bodizs. 4s a part of the programme of educational
nctivitics, the Reglonal O0ffice and Hducation Centre organises regional
seminars, experts’ conferences =2nd national seminars for the Cooperators
of the region on pertinent aspscts of Coopsration. So far, the Centre has
organised about 45 seminars and conferences in which more than 1,200 '
Cooperators from the Resgion have participated. These events are rotated and
are organised in different countriss of the region according to the type

of subject and the suitubility of the particular country.

Releassed for immediate publication.

January 13, 1967

Dr P .R. Balchwal

Spezcialist in agricultural Cooperation
International Cooperative
alliance, New Delhi-1.



