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The Historical Background
T he evolution in the last two decades 

of mutual and co-operative organisations 
formed primarily for the economical 
management of savings and the provision 
of credit by and for their members—who 
are both their founders and their users— 
has produced remarkable changes in the 
world picture of the Co-operative M ove
ment.

When CUNA International, in 1966, 
had the idea of organising the first 
international conference for thrift and 
credit co-operatives, they were above all 
concerned to establish contact between 
the movements which, although they 
sprang from a common source, had lost all 
connection with each other for very many 
years.

In the course of these world meetings it 
has been possible to witness the evolution 
of the problems facing such organisations.

At the beginning, it was a case above all 
of expansion, and of assisting the estab
lishment of co-operatives in those deve
loping countries where they did not 
already exist; particularly in Africa, Latin 
America and Asia. T he emphasis was on 
the education and training of members.

Later on, the efforts of thrift and credit 
co-operatives were concentrated on the 
struggle against the fierce competition of 
the commercial and state banks. They 
were obliged to become as competitive 
commercially, that is, to offer exactly the 
same services, as their rivals. This urgent 
need led to intensive centralisation and 
the introduction of electronic data-pro- 
cessing.

Hut this brought other problems. For 
example, once the management of the 
co-operatives required a high level of 
technical competence, it became necessary 
to organise appropriate training for their 
administrators. Were not centralisation 
and data-processing inimical to demo
cracy, since they would encourage the 
creation of a class of technocrats? W hat 
could be done to guard against this 
danger?

Besides this, once the thrift and credit 
banks—in order to be competitive— 
began to resemble the commercial banks, 
what would mark them out as different? 
W ould they not lose their special spirit?

These are some of the questions which 
have arisen at international conferences 
during these fifteen years.

T he following brief history gives details 
of the meetings. It also makes one realise 
that thrift and credit co-operatives are 
above all a human institution and that, 
because of this, all the “ revolutions” 
(technical, economic, scientific . . .) which 
confuse humanity afflict them with full 
force. 'I'he co-operatives m ust therefore, 
as a m atter of survival, pay full attention to 
world developments in order to react to 
them as promptly as possible.

T he first conference took place in 
October 1966 in Jamaica, organised by 
CUNA International which in 1971 was 
to become the World Council of Credit 
Unions (WOCCU). Its principal result 
was that of enabling participant organisa
tions to get to know each other better. 
I 'h ey  had to learn, in the words of 
M r. R. C. Robertson, “ that all co-oper- 
tive thrift and credit institutions, what
ever their philosophical principles or their 
geographical situation, have common 
problems . . . We have also learned from 
each other’s experience different ways of 
solving these problem s.”

T he learning process did not cease with 
the close of the Conference, bu t was 
resumed more intensively with the second 
conference, which was held in Paris in 
Septem ber 1970 on the invitation of the 
Union du Credit Cooperatif and the 
Confederation National du Credit M utuel 
of France and with the sponsorship of the 
International Co-operative Alliance, 
CU N A  International Inc., Les Caisses 
de Credit du Canada, the Central Co
operative Bank for Agriculture and 
Forestry of Japan and the National Co
operative Union of India. An attendance 
of three hundred delegates from 22
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countries devoted five h:ys to discussing 
the theme of “T hrift and Credit Co
operation as a Basis of Developm ent” .

It was evident that the work and recom
mendations of the Second Conference 
must be followed up, and it was agreed 
that a committee or working group was 
indispensable to keep in touch with the 
progress of the national thrift and credit 
movements, their action in carrying out 
the suggestions approved by the Con
ference and the emergence of new 
problems created by the evolution of the 
world economy. In addition, the com
mittee should choose the theme and 
guide the preparation of the T hird  
Conference, to be held in 1974.

The work of the committee was 
carried on in a perfectly co-operative 
spirit, despite the absence for a time of 
rules or a constitution. Nevertheless, 
before the close of the T h ird  Conference 
it had adopted, in the interests of greater 
efficiency, the necessary modicum of 
formal rules (see Appendix 1 “ Statutes 
of the International Liaison Com mittee” ), 
as well as amending its title to In ter
national Liaison Committee on Co
operative T hrift and Credit, the 
International Co-operative Alliance being 
represented through its International 
Banking Committee. T he International 
Conferences accordingly have been pro
vided with a perm anent body responsible 
for watching and promoting the develop
m ent of thrift and credit co-operatives 
and co-ordinating their action worldwide.

T he International Liaison Committee

has a perm anent secretariat; M me A nne- 
Marie Robert of Credit M utuel (France) 
acts as Secretary to the Committee. Up 
to the IVth International Conference, 
M r H. Ohmi of the Norin Chukin Bank 
(Japan) was Joint Secretary with M rs A. 
M. Robert. M r R. P. B. Davies (ICA) is 
its Treasurer.

I 'h e  first chairman of the Informal 
Committee was D r Bonow, President o f 
the ICA. W hen the Liaison Committee 
formalised its position in October 1974, 
it elected M r Pierre Lacour, President o f 
the Union du Credit Cooperatif (France) 
as Chairman.

In 1976, M r Theo Braun, President o f 
the Confederation Nationale du Credit 
M utuel (France) succeeded M r Lacour 
as Chairman of the Committee.

As early as 1974, after the customary 
consultations, the International Liaison 
Committee decided on the theme of the 
IV th International Conference, “T hrift 
and Credit Co-operatives and their Eco
nomic and Social Environm ent” , and 
moved on to the preliminary preparations 
with the assistance of the organisations 
of the Latin American continent and the 
host country, the Latin American Con
federation of T hrift and Credit Co-oper
atives (COLAC), and the Federation o f 
T hrift and M utual Credit Co-operatives 
of South-Eastern Brazil (FELEM E) in 
Rio de Janeiro. T he  Conference, held in 
April 1977, was attended by 454 repre
sentatives from 25 countries and 16 inter
national organisations.

A. M. ROBERT

International Conferences on Co-operative Thrift
and Credit

I. K ingston (Jamaica)—October 1966
II. Paris (France)— September 1970

III . London (U K )—June 1974
IV. Rio de Janeiro (Brazil)—April 1977 
V. New Delhi (India)—February 1981
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Section I: 
Summary of Proceedings

A n expanded version o f the Summary Report prepared by Dr S. K . Saxena, 
IC A  Director and Conference Rapporteur, with the assistance o f the 
Conference Drafting Committee, for presentation at the Closing Session 
o f the Conference.

Inaugural Session
“ Co-operation, which is rooted in the soil, always succeeds.”

Mahatma Ghandi
“ M y outlook is to convulse India with the Co-operative Movement or 
rather with Co-operation.” Jatvaharlal Nehru

“ I know of no other instrum ent so potentially powerful and full of social 
purpose as the Co-operative M ovement.” Ghandi

These quotations, displayed in the 
Conference Hall, reminded participants 
of India’s longstanding official concern 
with Co-operation and formed a fitting 
background to the Fifth International 
Conference on Co-operative Thrift and 
Credit hosted by the National Co
operative Union of India. T he Confer
ence was held at Vigyan Bhawan in 
New Delhi from 16-20 February 1981 
under the Presidency of M r TH EO  
BRAUN, Chairman of the Internatio
nal Liaison Committee on Co-operative 
Thrift and Credit. In accordance with 
Indian tradition, the proceedings opened 
with a Hymn of Invocation.

T he Conference was welcomed by 
M r B. S. VISHW ANATHAN , Presi
dent of the National Co-operative 
Union of India, who remarked that this

was an historic occasion since it was the 
first time that such a large conference 
had been hosted by the N C U I, and it 
was also the first conference on Co
operative Thrift and Credit to be held 
in an Asian country. He thanked the 
Union Minister for Agriculture and the 
State Minister for Finance for giving up 
their time to attend this opening.

Highlighting the characteristics of 
the Indian Co-operative Movement, its 
diverse forms and its role in the allevi
ation of poverty and unemployment, he 
drew particular attention to the proposal 
for the establishment of a National Bank 
for Agriculture and Rural Development 
by the Government of India. He ex
pressed the hope that the Indian Co
operative Movement will have a signi
ficant role in the working of the bank.
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Opening Address
by Theo Braun
Chairman, International Liaison 
Committee

M r BRAUN thanked the Presi
dent of the National Co-operative 
Union of India for his words of 
welcome. He also expressed his 
appreciation of the presence of the 
two M inisters of the Government of 
India at this Inaugural Session, and 
in the name of the 200 delegates 
from 15 different countries, expres
sed the profound gratitude of the 
Conference for the interest they took 
in co-operatives. Addressing in par
ticular the two Ministers, his friends 
of the National Co-operative Union 
of India, and his friend D r Saxena, 
he continued:
I would like to pay a tribute to your 

country, an ancient land forged by 
history, criss-crossed by ancient cul
tures, marked by extraordinary events, 
your country holds a privileged place in 
our hearts, whatever continent we come 
from; an ancient land since its civilis
ation dates from the end of the 4th 
millennium, or the beginning of the 
3rd century BC. As early as 1500 BC, 
the Aryans reaching this area found a 
civilisation. I t was in 273 BC that 
Asoka founded the first Indian empire. 
The history of India is rich in conquests 
and re-conquests, in occupations and 
wars.

In spite of the vicissitudes of its 
history, India will master its destiny. It 
has already proved this, as is shown by 
Gandhi and Nehru in the present 
century who left their mark on people 
of my generation. I could never forget 
the date of 30th January 1948, when 
Gandhi was assassinated, nor 1950 when 
the Constitution of the Republic of the

Union of India was promulgated. I 
could never forget this passage from 
N ehru’s address to the Indian Parlia
ment, one hour before India’s Inde
pendence, the evening of 14th August 
1947. I quote:—

“Long years ago we made a tryst 
with destiny, and now the time comes 
when we shall redeem our pledge . . . 
At the stroke of midnight, when the 
world sleeps, India will awake to life 
and freedom. The moment comes, 
which comes but rarely in history, 
when we step out from the old to the 
new, when an age ends, and when the 
soul of a nation, long suppressed, 
finds utterance.”
It is now some 35 years since the new 

India was formed, not without difficul
ties and with specific problems which 
left their mark on international events 
between 1947 and 1971 and represented 
dire suffering for the peoples of this 
sub-continent. From the depths of our 
hearts, we wish them  a peaceful future.

India is today an industrial force with 
nuclear power, while still retaining its 
traditional structures which are one of 
its people’s strengths. M odern changes 
are always a complex and difficult 
problem, but how stimulating when it 
is a question of forging a people’s 
happiness! I wish your country pros
perity, and your people the joy of living 
and developing.

I would also like to pay homage to our 
friends of the Indian Co-operative 
Movement. I know that your country 
was one of the first to believe in the 
ideals and theories of Raiffeisen.

Dear Friend, President Vishwana- 
than, in the name of the delegates from 
all continents, I would like to thank
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you and your colleagues most sincerely 
for our welcome. I would like to thank 
the whole Indian Co-operative Move
ment for our welcome, for the opportu
nity of getting to know you better, for 
the possibility of strengthening our ties 
of friendship.

You recognised that Co-operatives 
could be a school for responsibility: to 
transform individuals into members 
fully responsible for the management of 
their co-operative, has always been the 
gauge of a well-functioning society.

You recognised that Co-operatives 
could be both an effective means of 
adaptation and a means of fighting 
poverty by teaching people to take their 
own destiny in hand.

You recognised that, by virtue of 
innumerable changes, it was possible for 
Co-operatives to take advantage of 
modern techniques while retaining their 
structures and their ideology.

I wish the Indian Co-operative Move
m ent all success in its operations.

M r BRAUN went on to thank the 
ICA President, M r Kerinec for 
being with them  and for their joint 
work in their own country to forge 
inter-cooperation; and through him, 
the ICA for its constant work for 
solidarity; its Director, D r Saxena, 
for making possible this Conference 
in India, in collaboration with M r 
Davies and M me Robert; the staff 
of the ICA New Delhi office, who 
had made of the Regional Office a 
true laboratory of co-operative phil
osophy and exchange of experience.

He also thanked the organisations 
which, by their support, had made 
the Conference possible: the World 
Council of Credit Unions, the ICA 
Banking Committee, the Confeder
ation des Caisses Populaires et 
d ’Economie Desjardins du Quebec, 
the International Raiffeisen Union,

the French Credit Cooperatif, 
Banques Populaires, Central Co
operative and M utual Bank, and 
finally his own organisation, Credit 
M utuel. He concluded by thanking 
all those present, who had accepted 
the fatigue of the journey, who had 
allowed themselves to be diverted a 
while from their daily tasks in order 
to meet each other, to exchange, to 
communicate, in short, to forge a 
common spirit for their organis
ations in their difficult and complex 
task.
I cannot prevent myself from con

cluding this introduction by quoting one 
of Gandhi’s messages which seems to 
me a suitable subject for meditation by 
all co-operative leaders:—

“I would like India to be suffic
iently free and strong to be capable of 
offering itself as a sacrifice for a better 
world. Every man must sacrifice him 
self for his family, the family for the 
village, the village for the district, the 
district for the province, the province 
for the nation, the nation for all. I 
hope for the coming of the Kingdom 
of God on earth.”
Is not this what we are seeking to do 

every day?
The Chairman then called on M r 

RAO BIRENDRA SIN G H , Union 
M inister for Agriculture, Rural Recon
struction and Irrigation, Government of 
India, to give the inaugural address.

Inaugural Address
by Mr Rao Birendra Singh

Emphasising the significance of the 
extensive co-operative thrift and credit 
movement in India, the M inister stated 
that for various reasons, poverty, increas
ing production costs, continuing price 
rises of essential goods and services due



to inflation, etc., the emphasis of the 
Movement had shifted over the course 
of years from thrift to credit. He des
cribed the efforts being made in India 
to reach the most under-privileged 
sections of population who were the 
landless labourers, marginal and small 
farmers and artisans etc. Making a 
broad division between agricultural and 
non-agricultural credit, he cited figures 
showing the achievements of the agri
cultural credit sector and of the long
term credit provided by the Land 
Development Banks. However, the 
organisational structure at village level 
was weak and needed strengthening.

T he urban credit sector w'as strong in 
terms of resources and profitability: it 
included urban co-operative banks and 
salary earners’ societies. Main problems 
faced by these banks were consumption- 
oriented finance, mis-utilisation of loans 
and lack of propei investment planning. 
He pleaded for collaboration among 
thrift and credit co-operatives at inter
national level and for assistance for 
India from the world bank and co
operatives of other countries. The 
M inister concluded by wishing the 
Conference every success.

M r S. S. SISOD IA, State M inister 
for Finance, recalled his own ties with 
the Co-operative Movement and with 
the National Co-operative Union of 
India which had been doing pioneering 
work for the social and economic devel
opment of the country. He welcomed the 
delegates to India and hoped they would 
have time to visit the interesting and 
well known historical sites of the country.

He said that in India Co-operation 
was a m atter of faith and conviction: 
ever since Independence, those res

ponsible for planning the country’s 
future had made Co-operation the strong 
basis of their economic policies, espec
ially in the rural areas.

He stressed the importance of co
operation between co-operatives, and 
hoped that this Conference would be a 
beginning to effective co-operation 
between the co-operatives of the world, 
particularly in thrift and credit. He 
wished them success in their delibera
tions.

Vote of Thanks
by Dr S. K. Saxena

D r S. K. SAXENA then thanked the 
speakers of the Inaugural Session, one 
by one: the M inister for Agriculture for 
sparing time out of a very busy period 
to come and talk to them, and for his 
words of wisdom which would guide 
them  in their discussions and, he hoped, 
find an echo in their subsequent actions; 
the M inister for Finance, whom he did 
not really thank as a Minister, since he 
was a fellow co-operator who, he hoped, 
would look with sympathy on the 
problems of the Thrift and Credit 
Movement in India; M r Braun for his 
guidance and inspired leadership of the 
sector; M r Kerinec for his role in 
raising the image of the world Co
operative Movement—in an organisation 
which united so many varied co
operative movements, they could not 
have a better president; M r Vish- 
wanathan they would have opportunities 
to thank later for his considerable work 
in the organisation of the Conference. 
D r Saxena also thanked all those 
present, because the thinking in this 
Conference would be their respon
sibility.



Keynote Speech
by Dr S. K. Saxena,

Director, International Co-operative Alliance
I feel deeply privileged to have this opportunity  of speaking to the 5th 

International Conference on Co-operative T h rift and Credit. I t  is now nearly 
fifteen years since the first International Conference was held in Kingston, 
Jamaica, in 1966. Since then we have come a long way; we have m et in Paris in 
1970, in London in 1974 and in Rio de Janeiro in 1977. And now we are in 
New Delhi, in a country where the movem ent started with thrift and credit in 1904, 
which continues to remain the dom inant form despite the considerable diversi
fication of the movement which has taken place. These four-yearly conferences of 
leaders of the world thrift and credit movement have been more than social events; 
they have bred a sense of solidarity among practitioners of thrift and credit; contacts 
have been established and have often led to sustained relationships between organ
isations. T his has no doubt created a feeling among many— and I count myself 
among these—that if the institutions involved and their leaders could pool their 
resources and energies together, we could genuinely move towards establishing what 
the founders of the co-operative movem ent saw as an alternative social and economic 
system and creating a world com m unity which would be altogether more enlightened 
than the present one. I m ust here pay a warm tribute to the International Liaison 
Com mittee which, under the dynamic leadership of M r Braun and w ith  the 
support of M adam e Robert, has been doing im portant work on extremely meagre 
resources. T his Liaison Com mittee, about which more later, was form ed on the 
occasion of the Paris Conference; its constitution was ratified in 1974 in London, 
and with a characteristically low profile, the Com mittee has been doing im portant 
work and has been the prim e mover in bringing the leaders of this sector together.

T h is tim e, M r President, we have the broad them e of “ T hrift and Credit 
Co-operatives in a Changing W orld” . We shall be concerning ourselves with four 
major topics, viz., the social and economic environm ent in which th rift and credit 
co-operatives have to operate; their role in helping the underprivileged; the 
International Interlending Programm e, and, finally, the role of th rift and credit 
co-operatives as banking institutions. I hope that we shall all be able to learn from 
each o ther’s experience and tha t we shall see a significant expansion of thrift and 
credit co-operatives in the eighties in spite of the many problem s w ith which the 
world is faced.

As we enter the eighties, I m ust recall the 27th Congress of the International 
Co-operative Alliance held in M oscow last October. T he  m ain paper for this 
Congress had been prepared by the late D r Laidlaw, and was about prospects for 
“ Co-operatives in the Year 2000” . I  should like to pay tribu te to D r Laidlaw’s 
dedication and to the imaginative way in which he tackled his task. H e warned the 
Congress of the many form idable economic and other problem s likely to be facing 
the world in the year 2000, some of which have already begun to make their
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appearance. At the same time he expressed the hope that there would be a significant 
expansion of many kinds of co-operatives during the next twenty years and increas
ing collaboration between them. He argued that co-operative development is highly 
relevant to many of the problems which we encounter today.

Co-operative principles, M r President, can be applied to a wide variety of 
human activities and can, according to many, provide the world with an alternative 
to conventional capitalism on the one hand and state socialism on the other. Thrift 
and credit co-operatives and credit unions are, perhaps, the most basic of all kinds 
of co-operatives, for they help people to accumulate savings out of small earnings. 
These savings are needed for the development of other kinds of co-operatives, 
especially perhaps, in developing countries, of agricultural food production co
operatives.

Food is basic to human survival. Millions of people in developing countries do 
not get enough to eat. I t  is estimated that the world population will have increased 
by 25 per cent by the year 1990 and by 50 per cent by the year 2000. Increased food 
production seems only too likely to fall short of human need. In  most countries 
agricultural co-operatives and credit co-operatives are the most im portant kinds of 
co-operatives and they often work very closely together. Agricultural marketing and 
supply co-operatives can and do exercise a major influence both on the prices paid 
to the farmer and those paid by the consumer—and help in reducing distribution 
costs. They are often closely linked with agricultural policy making and with land 
conservation and with thrift and credit co-operatives.

In France strong agricultural co-operatives are closely associated with Credit 
Agricole, one of the biggest banks in the world. In  the Federal Republic of Germany, 
the Raiffeisen network of co-operatives is extensive and effective and is concerned 
with credit as well as with supply and processing. In  Japan the agricultural co
operatives are at the same time credit co-operatives, and also concern themselves 
with retailing, insurance, and even health care, and have their own bank, the 
Norinchukin Bank. The whole country is covered by an extensive network of 
multi-purpose co-operatives without which the farmers would be deprived of an 
extremely important institutional support in the fields of credit, marketing, pro
cessing, supply and farm guidance. T he scope of their activities now extends beyond 
the local and national to international markets. T he Purchasing and Marketing 
organisation, Zen-Noh, had a turnover last year of 23 billion dollars, and is 
currently building a facility in the US. The Bank is seriously considering estab
lishing offices in Europe. T he Co-operative Movement has come of age; it is 
international not only in its ideology; it is playing an increasingly active part in 
commerce across national frontiers!

In a num ber of countries and in Japan, thrift and credit societies have diver
sified their activities and responded to the needs of their members and in the 
process assumed a more complex organisational form. The needs of the members 
are seen as a continuum, rather than as a series of isolated wants. This development, 
which is perhaps more characteristic of the T hird  World, is caused partly by the 
relative absence of normal commercial banks which have historically ignored the



rural areas, and partly because of the attempt to build around the member a 
protective casing which prevents the entry of the exploitative private moneylender- 
cum-trader. Experience has shown that the pressure on the member for unpro
ductive expenditure is so persistent that there is a real danger, in the absence of 
supervisory measures, of loans becoming delinquent, thus causing serious harm to 
the organisation as well as to the individual borrower. The representatives of 
COLAC, M r President, will no doubt tell us of their experiences of what is called 
the Directed Agricultural Production Credit Scheme, with its commitment on four 
aspects; training, investment, repayment and service, an aspect which was briefly 
mentioned at the Paris Conference. India of course has a considerable body of 
experience in what is called Supervised Agricultural Credit and I am aware that 
since the probing research of the All-India Rural Credit Survey in 1952, con
siderable thought has been expended on the subject.

As the num ber of functions of the co-operative thrift and credit society have 
increased, they have begun to experience problems which are complex and beyond 
the ken of well-meaning amateur managers. Efficient management, always a scarce 
resource in developing countries, has been revealed as a major constraint on growth. 
Efficiency and democracy, the two imperatives of our Movement, are not altogether 
easy partners; the London Conference devoted itself to the theme of “ Democracy 
and Efficiency in Thrift and Credit Co-operatives” . It has therefore been an age-old 
practice with all co-operative movements to have their own educational and 
management facilities at various levels. ICA’s three Regional Offices for South-East 
Asia, East and Central Africa and the recent one for West Africa, provide an 
opportunity for interaction among educationists at the international level. T he 
World Council of Credit Unions’ continental chapters like the ACOSCA, COLAC 
and ACUL, have provided training facilities in the field of co-operative credit, 
through their establishments in Panama, Nairobi and Togo. I had the privilege of 
visiting the impressive training institution set up by the Caisse Populaire Desjardins 
in Levis in Quebec. In  English-speaking Canada, there is the Co-operative College 
in Saskatoon. The Movement in our host country, India, is underpinned by an 
extensive network of educational institutions which span the whole country. 
However, our educational techniques and philosophy have been borrowed entirely 
from business colleges which prepare managers for institutions whose ethos is 
dissimilar to our own. The point to examine, therefore, is what approach do we 
need to adopt in training people for leadership positions in an institution which 
holds the member-owner as supreme and whose origins stem from the idea of 
providing a commonly felt service rather than maximizing its own profits. Pushed 
to its logical end, this will call for an almost total revolution in our educational work.

Literature will need to be produced which will emphasize co-operative ideology 
and aspirations and help in the formation of skills in making realistic market 
decisions. Faculty members will have to be re-trained. We will have to move away 
from advising the managers on how to “manipulate the consumer” to areas of 
accurate consumer information and protection, to steer the consumer through the 
plethora of goods, all basically the same, available in industrial societies and which



involve considerable waste. The recent attempts of the Swedish consumer move
ment in this respect are praiseworthy, highly innovative and worth further study. 
If  service, rather than the maximisation of profits, is the object of co-operative 
activity, is it not worth while developing the social balance sheet—as is done in the 
French industrial co-operatives—as an evaluation tool of a co-operative’s end of the 
year result rather than the mere enumeration of assets and labilities? Clearly the 
whole subject needs deeper and sustained reflection. Although education and 
management training do not figure directly in our conference programme, we will 
ignore it at our peril.

The immense range and scale of co-operative development here in India, 
M r President, is particularly impressive. Something like 40 per cent of the people 
of the world live in the two countries, India and China. I am very glad that par
ticipants at this Conference will be able to study the situation in these countries at 
first-hand and that my countrymen will be able to present their experience to them. 
Mention should certainly be made of the Indian fertilizer project and of co-operative 
sugar mills in India. Some rural banks in India are now nearly a hundred years old. 
As against the supply of only 3 per cent of the credit requirements in 1950-51 co
operatives now meet more than 40 per cent of the credit needs of the farmers. 
Short-term  loans advanced by the credit co-operatives increased from Rs 230 mil
lion in 1950-51 to Rs 11,000 milHon in 1977-78. T he loans advanced for medium- 
term and long-term purposes have also considerably expanded from Rs 13 million 
in 1950-51 to Rs 1,520 million in 1977-78. I think it is fair to say that co-operative 
development has now reached a stage where it has begun to exercise an important 
influence on wider social and economic change. New forms of social and economic 
endeavours which lend themselves to co-operative forms of organisation should be 
explored. I know some examples, for instance, of medicine being organised on a 
co-operative basis exist; the possibilities of replication in a society where cheap 
health care is an urgent need m ust be examined.

One of the major problems currently being experienced both in industrialised 
and in developing countries is unemployment. I t  is estimated there are more than 
a hundred million registered unemployed in the world—and many millions more 
under-employed, especially in the developing countries. M ore young people will be 
looking for jobs during the next ten years. Attempts to reduce unemployment 
during the post-wear years by Keynesian policies have had some success, but have 
tended to  lead to inflation, especially since the increase in oil prices in the seventies. 
Attempts to control inflation by monetarist policies have often resulted in more 
unemployment. The present U K  economy is a case in point.

Co-operative development, however, can help to reduce unemployment with
out adding to inflationary pressure, and increasing attention is being paid in both 
industrialised and developing countries to the formation of workers’ co-operatives 
as a way of reducing unemployment. O ur comparative study of this kind of co
operative in Indonesia, India, Senegal and Peru has yielded some interesting results. 
In  Britain the Government set up a Co-operative Development Agency in 1978 
which has been mainly concerned with the formation of workers’ co-operatives; it



has already achieved some success. In  Italy, Law 258 was passed in 1977 with the 
specific purpose of encouraging the formation of workers’ co-operatives to reduce 
unemployment among young people.

Historically workers’ co-operatives have made rather less progress than many 
other forms of co-operatives, partly because of the problem of providing adequate 
finance and partly because of the blurring of lines in the respective roles of workers 
and managers. Capital required per member is often greater than in the case of 
other kinds of co-operatives; risks tend to be higher. Today interest in workers co
operatives is increasing in many countries and where they are successful it is often 
because they have close links with financial institutions such as thrift and credit 
co-operatives, and with ptofessional training institutions. One of the most remark
able examples of a successful industrial co-operative is at Mondragon in the Basque 
Province of Spain where considerable industrial activity has been sustained over a 
period of time. It is important to note that the key to the success there has been the 
Caja Laboral Popular, the bank built upon the savings of local people. We have only 
three days ago sent an ICA mission to Spain to bring them closer to the international 
family of Co-operators. In  the complex of organisations which constitute the Caisse 
Populaire Desjardins, “Le Credit Industriel Desjardins, Inc.” is seen as playing a 
more active role in redressing the distortions in the Quebec manufacturing sector 
and in rectifying the manifold problems which small and medium sized firms are 
facing in Quebec. I recall that sometime ago while visiting the M aharashtra 
Co-operative Bank in Bombay, I was informed of the creation of a small cell which 
had been set up to develop, identify and evaluate projects for setting up small 
industries in the countryside which would both counter unemployment and provide 
expanding investment opportunities for the Bank. Thrift and credit co-operatives 
thus play an important role in helping to provide workers’ co-operatives with much 
needed capital without themselves becoming involved in commercial risks.

The situation for credit institutions, M r President, has been made difficult by 
the world-wide phenomenon of inflation. Inflation is sometimes regarded as an 
alternative to unemployment; but many countries in the 1970s have been faced with 
high unemployment combined with high inflation. The rate of inflation is now more 
than 10 per cent in most countries and more than 25 per cent in far too many. It 
has aff^ected both the planned economy and market economy countries and has 
tended to increase since the sharp increase in oil prices at the end of 1973. Inflation 
is a m atter of particular concern to thrift and credit co-operatives because the return 
on savings may be oflFset to a very large extent by the fall in the real value of money. 
How can people be asked to save if the value of those savings is destroyed by 
inflation? Of what worth are long term deposits if their real value is in continuous 
decline?

The thrift and credit co-operatives and credit unions are studying the problems 
of inflation which is a very serious one for them. A Study Group formed by the 
International Liaison Committee on Co-operative Thrift and Credit met in 
October 1974 at Bischenberg in France, and came to the conclusion that while 
various governmental or other guarantees might help to protect small savers, the
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problem ought to be attacked at its roots by dealing with the maldistribution of 
wealth, income and power and bringing about a more equitable distribution of 
wealth and a greater diffusion of power. The problem has been that attempts to 
control inflation by monetarist policies have tended to lead to unacceptable levels 
of unemployment while attempts to introduce incomes policies to prevent rising 
costs driving up prices have been resisted by trade unions on the ground that they 
do not apply fairly to all incomes. At the recent ICA Congress, it was suggested 
that in the longer term co-operative development itself could help to bring inflation 
under control by bringing about a fairer distribution of incomes. But, in more 
practical terms, inflation has brought the time-tested practice of limited return on 
capital in co-operatives under severe strain. In an era of high interest rates, members 
have been attracted to placing their money in more remunerative channels and this 
has adversely affected the financing of co-operative societies from internal sources 
by reducing the rate of capital formation. It is important to remember that the 
principle is that the return on capital in co-operative societies is to be limited, not 
necessarily low; we are sometimes confused on this point, conditioned as we are by 
our history and origins which go back into poverty. An adequate return linked to 
the productivity of an organisation will not necessarily make a co-operative into a 
speculative organisation.

It was the varying success of different governments in keeping inflation under 
control that led to the collapse in 1972 of the international monetary system created 
at Bretton Woods at the end of the Second World War. This brought floating 
exchange rates and currency speculation and also led governments to raise interest 
rates to protect their currencies. Interest rates were also raised as a result of 
monetarist policies to control inflation and interest rates in excess of 20 per cent in 
some countries have had adverse economic consequencies.

For example high interest rates may result in a currency being over-valued and 
have an adverse effect upon exports. They also make it more difficult for new 
enterprises to be established and provide new jobs—and more difficult for new 
industrial co-operatives to be established. Excessive interest rates have particularly 
adverse effects upon thrift and credit co-operatives and credit unions, especially 
when combined with inflation and currency speculation. Some of these problems 
will be discussed on Wednesday during the session on “ Co-operatives as Banking 
Institutions” .

Exchange fluctuations and C u r re n c y  speculation also have a highly adverse 
effect upon international co-operative lending; and this aspect will no doubt figure 
in the discussion of the International Interlending Programme initiated by COP AC. 
I should like to congratulate the Joint Committee for the Promotion of Aid to 
Co-operatives (COPAC) on its work in this field, and the World Council of Credit 
Unions which has been behind this important initiative and especially COLAC on 
progress so far with interlending and guarantee funds in Latin America. Our 
Raiffeisen friends will no doubt tell us how their guarantee funds operate.

T hrift and credit co-operatives and credit unions, M r President, have an 
important role in coping with the problems created by the collapse of the inter
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national monetary system. It is no part of their purpose to make profit from specul
ation in currencies or gold or commodities—co-operators can only deplore such 
speculation by transnational corporations, by financial interests or by governments. 
They need to collaborate to build a better system. T he International Co-operative 
Bank in Basle has been providing banking services to the International Co
operative Movement for many years, and I am very pleased to see H err Grethe, 
the Managing Director of INGEBA as well as M r Hess, Secretary of the Banking 
Committee and of Bank fiir Gemeinwirtschaft, which has contributed substantially 
to the creation and giowth of INGEBA, as also M r George May from Canada whose 
Co-operative Credit Society is becoming an important institution in Canadian 
economic life. A report from the International Co-operative Alliance published by 
the ILO  and the FAO in 1974 put forward suggestions about extended international 
collaboration between co-operative banks, the Regional Development Banks and 
United Nations Agencies for the further development of a strong international co
operative banking system.

The dramatic development of industry and agriculture over the last hundred 
years has been to a large extent built upon cheap oil. There may be major new 
discoveries of reserves of oil; but the era of cheap energy is drawing to a close. 
Those countries that have large reserves know that they are not unlimited and oil 
prices will continue to rise faster than other prices as they have done in the seventies. 
The need to conserve energy calls for a more responsible approach by producers 
and distributors. Oljekonsumenternas, the Co-operative Organisation of Oil 
Consumers which has the largest market share in Sweden, and the International 
Co-operative Petroleum Association have shown that co-operatives can handle oil 
in a responsible way. The big international oil companies, however, are driven by 
their thirst for profit like other transnational corporations and have shown little 
regard for the protection of the environment or the conservation of natural resources.

It is interesting to recall with pride co-operative concern with the supply of 
petroleum long before the subject burst upon the attention of the world so 
spectacularly in recent years. As long ago as the 16th Congress of the ICA held 
in Zurich in 1946, a resolution was passed calling for the international control of 
world oil resources and the administration of Middle East oil by an authority of 
the United Nations. This objective was pursued by the ICA through a series of 
sessions of the Economic and Social Council of the United Nations. M y dis
tinguished predecessor, M r Thorsten Odhe, the then Director of the ICA, presented 
the resolution at the 5th Session of the Council. I t  was welcomed by a majority 
and actively supported by the World Federation of Trade Unions, but was unfor
tunately blocked by the British. A new resolution was passed at the 17th Congress 
of the ICA in 1948, and was presented to the 9th and 10th Sessions of the Council 
and supported by impressive documentation, and was included in the Council’s 
working programme, but in the 12th Session it was again blocked.

M r President, the world’s dwindling oil resources are today controlled by 
OPEC and the big oil companies, instead of by any international organisation. If  
real progress should be made towards a New International Economic Order, the
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domination of world trade and production of oil and other commodities by giant 
transnational corporations run for the profit of a few is likely to become unacceptable 
to world opinion. Economic colonialism may go the way of political colonialism, 
and ways and means be found of harnessing the immense energies and capacities 
of the transnational corporations for the good of mankind—perhaps by a wider 
application of co-operative principles.

The consumption of energy by the co-operative sectors—fisheries, agricultural, 
housing—is substantial. The ICA has recently taken new initiatives to promote 
support for the conservation of energy by agricultural co-operatives in the interests 
of the world community. At the meeting of our Agricultural Committee in Moscow, 
a Working Group on Co-operatives and Energy was established which produced 
a note on the development of an FAO/ICA Energy Programme for Agricultural 
Co-operatives. This was presented to the FAO which reacted positively and will 
produce a paper outlining an action programme in the field of energy and co
operatives, including promotion and project proposals for consideration by an 
international conference.

All kinds of co-operatives do what they can to promote energy conservation 
and the energy crisis was discussed at the Meeting of the ICA Central Committee 
in Stockholm in 1975. Electricity co-operatives in the USA and elsewhere have 
shown that electricity can be generated and distributed by co-operatives at the 
lowest possible price to consumers. Agricultural co-operatives have contributed to 
the development of alternatives to petroleum such as Gasohol in the USA and 
Biomasse in France. In  Brazil alcohol already accounts for 20 per cent of fuel con
sumption ; but the energy crisis makes the conservation of forests and reafforestation 
programmes a m atter of extreme urgency. While companies have exploited forests 
as ruthlessly as farmlands, co-operatives can make a major contribution to con
servation programmes as the full extent of environmental damage becomes apparent.

While thrift and credit co-operatives are important in rural areas, especially in 
association with agricultural co-operatives, they are also important in towns and 
people are moving into towns so fast that half the world’s population may soon be 
living in towns. Extreme poverty can be even more devastating in big cities than 
in the countryside, and small savings even more important. T hrift and credit co
operatives have been very much involved in the raising of living standards in 
developing countries and have had much first-hand experience of this. But 
developing countries have changed considerably since the first International 
Conference of T hrift and Credit Co-operatives in Jamaica in 1966, and they vary 
greatly. M ore than 120 of them now belong to the so-called “ Group of 77” . Some 
such as Korea, are industrialising fast. Some are immensely rich from oil. About 
30 are desperately poor. And it is with the problems of the poorest countries and 
of the poorest people in other countries that thrift and credit co-operatives and credit 
unions are particularly concerned.

In the early seventies, M r President, the United Nations Research Institute 
on Social Development published a series of eight studies on agricultural and other 
co-operatives in developing countries. These argued that in certain developing
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countries, co-operatives tend to be of benefit mainly to the larger and more 
successful farmers without reaching the poorest sections of the community. The 
studies were not, however, very specific about possible alternatives to co-operatives 
and did not demonstrate that private or state organisations would be any more 
successful in reaching the poor. In  1976 the Government of Tanzania set up some 
para-statal organisations to replace agricultural co-operatives that had been estab
lished for many years, but has recently appointed a Commission to consider whether 
regional marketing unions might not, after all, make a better job of agricultural 
marketing and supply, as was the case before these were superseded by Ujamaa 
villages.

In  July 1977 the ICA organised an Experts’ Consultation on Co-operatives and 
the Poor. The Consultation discussed a variety of ways in which co-operatives 
might help the poor more effectively, but pointed out that poverty was not so much 
the result of any weakness in the co-operative method as of the inadequacies of the 
policies of governments that tolerated extremes of wealth and poverty. It  is only 
with great difficulty that the very poor can accumulate sufficient savings to form 
co-operatives and help themselves. It is primarily thrift and credit co-operatives 
that are able to do this, but their task is all the more formidable if government 
tolerates the exploitation of the many for the profit of the few instead of adopting 
measures such as land reform and tax changes designed to bring about a more 
equitable distribution of wealth and income.

In some countries, deliberate efforts are being made to ensure that the benefits 
of developmental projects reach the poorest sections of the community. The FAO 
World Conference on Agrarian Reform and Rural Development, with its emphasis 
on people’s participation and organisation, has provided a major fillip to this 
approach and underlined the role of non-governmental organisation and we shall 
watch its follow-up with interest and care. The Small Farmers Development 
Programme in Asia and the Far East, conducted under the joint auspices of ESCAP 
and FAO, with its twin objectives of “ increasing the ability of the target groups to 
receive and to utilise services and supplies of government departments and agencies, 
thereby increasing their incomes, and the capacity and motivation of these organ
isations to serve the low-income rural families” has led to the establishment of pilot 
projects in Nepal, Bangladesh and the Philippines. A recent workshop in 
Kathm andu noted that evaluation studies had indicated an overall positive economic 
im pact; income had increased and higher agricultural production and employment- 
generation had been registered. It is, however, early days yet. Ultimately, the 
success of such projects will depend upon the political will governing a nation which 
would favour equitable distribution of wealth and, therefore, power rather than the 
obscenity of extreme riches and abysmal poverty.

I must now refer, M r President, to the great divide which has characterised 
our movement, and which, unfortunately, has denied it the potential power which 
a unified movement could exercise in giving direction to social and economic 
change. I am referring of course to the producer and consumer aspects of the 
Co-operative Movement. Both these broad streams of the movement in the course

14



of their impressive advance to present day achievements—and the achievements are 
impressive—have created additional activities according to the needs their members 
have experienced. Thus one finds, for instance, paiallel banking and insurance 
structures being created by their parent consumer or agricultural organisations; in 
some countries agricultural organisations have created consumer shops and are thus 
in direct competition with the consumer movement. In some cases, they are not 
even aware of the existence of the o ther; more often they stubbornly refuse to reach 
across to each other for undertaking joint initiatives. ICA’s Commission on Co
operative Principles was aware of this when at the Vienna Congress it added the 
new principle of Collaboration among Co-operatives.

Recognising the scope for co-ordinated action, the International Co-operative 
Alliance appointed an International Working Party to study the subject and to 
make recommendations to the members. The Working Party noted a number of 
examples of intra- and inter-sectoral collaboration at national and international 
levels in the fields of production, commerce, banking, trade, etc. M uch of this is 
achieved under the auspices of our nine Auxiliary Committees. In  Hungary, for 
instance, the consumer and industrial co-operatives have formed a joint enterprise, 
the Hungarcoop, which collaborates with co-operatives in developing countries to 
build complete factories. T he International Co-operative Reinsurance Bureau had 
in 1980 41 member societies from 26 countries; they participated in treaty exchanges 
and the value of annual premium exchanges was ^18 million from over 600 contracts 
in force.

There is also sectoral collaboration across national frontiers in the Scandinavian 
countries in the form of Nordisk Andelsforbund and Nordisk Andelsexport. The 
French agricultural co-operativ'es sell wine to the Danish consumer movement, the 
biggest purchaser in the country. Nevertheless, examples of inter-sectoral collabor
ation are few and far between at national level and still more so on the international 
plane. If, as I said at the beginning of my speech, we are to move in the direction 
of an alternative co-operative social and economic system, we must enlarge such 
collaboration by giving preference to other parts of the co-operative system, thus 
playing a mutually reinforcing role. Clearly there are genuine difficulties and no 
economic transaction can lead to a sustained relationship unless it offers advantages 
to both parties. But I do think that the producer-consumer dichotomy has been 
over-drawn. T he fact is that one cannot exist without the other and it is this 
complementarity which needs underlining in our kind of economics. We in the 
Movement m ust not fall into this trap, and m ust be constantly aware of the threads 
that tie together the various elements which go to form the Co-operative Movement 
in all its rich diversity. The thrift and credit co-operatives, deaUng in the neutral 
area of finance required by both the production and consumption wings, and the 
power which finance confers, can help to provide the glue.

In  a world dominated by large corporations and governmental agencies, co
operatives seek a diffusion of power through genuine and effective democratic 
control by the men and women who are their members. I want to emphasise the 
essentially voluntary character of co-operatives and the importance of the initiative
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in forming them coming from the people themselves and not from government. In  
many developing countries governments have been so active in promoting co
operative development that many co-operatives have become unduly dependent 
upon governmental support; a long-term advantage has been sacrificed for an 
apparent short-term gain. Skill in the responsible exercise of power, so important 
in the building of a nation, will be lost.

Let me hasten to add, M r President, that I am by no means running down the 
work of a large num ber of sincere and devoted government officials who have given 
of their best in the promotion of co-operatives. But I am also not forgetting the 
pernicious intrusion of politics and political elements where Boards of Management, 
democratically elected, have been superseded not because they were unfit for co
operative work but because they did not belong to the group which had power at 
a particular point of time. Such peremptory changes inhibit the emergence of long
term policies, limit members’ faith in their society and deny to the average individual 
a chance to see this thinking and effort work through to worthwhile fruition. The 
co-operative should not be deflected from its principal aim under the force of 
external pressures.

I suggest, therefore, that governments should concentrate more on creating 
conditions favourable to co-operative development by the provision of a more 
adequate infrastructure. But in proportion as governments concentrate more on 
creating conditions favourable to co-operative development rather than on direct 
financial support, the role of thrift and credit co-operatives becomes even more 
important. They can provide the savings from which other kinds of co-operatives 
can grow. Perhaps there is a need for a wide-ranging study of the experiences in a 
num ber of developing countries and of codifying the minimum and maximum tasks 
governments should perform in the essentially voluntary area of the Co-operative 
Movement.

M r President, distinguished delegates, ladies and gentlemen; I have been 
rather long and I must now close. Before I do so, however, let me make three very 
brief remarks about the future work of the International Liaison Committee. While 
the Committee has done, as I said, valuable work on extremely modest resources, 
it is not enough to organise periodic conferences, important though these are. I t  is 
short-sighted economy not to put more strength and dynamism into the Secretariat 
which serves the widespread and important sector of thrift and credit. I suggest as 
a first measure the Committee should undertake work along the following three 
lines:—

(1) It should continue its present activities and expand these in response to the 
needs of its members. This would require an inter-active process between 
the Secretariat and the members. A vigorous communications network 
which will link the members in active and meaningful dialogue will need 
to be developed. Study visits and training programmes at the international 
level should be organised; the Rabobank has made a start and its initiative 
should be studied and, if found useful, emulated; ICA’s Banking Com
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mittee has a long-standing exchange programme. T he International 
Liaison Committee should help to accelerate these schemes.

(2) The IL C  should undertake programmes of research and evaluation. I f  the 
thrift and credit movement is not to split according to countries or ideology, 
there is need for emphasising the shared history of the various branches of 
our movement. Ideological connections should be traced and articulated 
forcefully at international level. The origins, similarities, shades of dif
ference between credit unions, Caisses Populaires, Raiffeisen societies, and 
Mutuals, need to be understood and brought out clearly in ideological and 
historical terms. We originated from a broadly similar philosophy and, in 
course of time, have had national particularities imprinted on us. Diversity 
lends richness but we m ust not forget our common heritage. We must 
emphasise our unity and not take pride in our differences.

(3) In the highly volatile financial situation when inflation is rampant and the 
Bretton Woods system is showing signs of cracking, we must be bold 
enough to support international initiatives in the quest for a New In ter
national Economic Order of which a well-organised International In ter
lending Programme can be an important element in relieving poverty in 
the T hird  World.

Introductory Report
by Theo Braun

This is the second time that I have had the honour and the pleasure of opening 
our International Conference—truly a formidable privilege.

I f  you will allow me a metaphor, I would say that our co-operatives make me 
think of drops of water: where they are scattered liberally, life springs up, the 
ground is fertilised and men and women develop. Our soil was first watered over 
a century ago, and since then scarcely a year has passed without it falling here and 
there, to fecundate our villages, our regions and our countries.

From the very start our co-operatives pursued a double objective: to respond 
to the material needs of men as well as to their aspirations to a better life. From the 
very start, they made credit a means o f liberation; they based their human relations 
on consideration for each and the solidarity o f all.

Can they continue along this path while the world turns and things change?
T he Rio Conference already began to take note of technological change, but 

more particularly of rapid transformations in the economic and social climate of 
each country, and the change in relations between different countries and groups of 
countries. Interdependence is increasing, problems and their solutions now both 
have global dimensions; the whole world is undergoing change, and the response 
must equal the challenge.
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The International Community is well aware that it must take up the challenge, 
that it must promote development which will be “ for the whole man and all m en” ; 
must engage in dialogue and concerted action; finally that it must allow every 
country to organise its own development, taking full advantage of its own resources 
while admitting the reality and necessity of a certain amount of interdependence.

But we cannot rest on the thought that others are taking care of these problems, 
since they are also our problems. All of us who are denizens of the “ Land of M en” 
are involved. All of us must rediscover how to live together, rediscover freedom, 
responsibility and solidarity. I believe that the survival of the human race depends 
on it.

Now, all these words I have uttered—freedom, solidarity, responsibility, 
dialogue and co-operation—you know them well. You know them better than most. 
You practise them. And this convinces me that we are on the way to participating 
in the creation of a juster and more equitable world, that we can be the architects 
of peace, an exhilarating task indeed! If  we make demands first on ourselves, we 
can then invite men to stand erect and take their destiny in hand. We can also 
organise solidarity among men, among countries and above all, among the under
privileged.

There are many men of good will in the world.
To re-weave, one by one, the threads in the weft and warp of a worldwide 

fabric too often lacerated, is certainly a long task but one well worth doing.
We all know from experience that solidarity and responsibility can be learned 

and lived. They cannot be taught from books, nor can they live by dreams. Solidarity 
and responsibility are learned and lived by and through practising them. This is to 
indicate the importance of those areas of responsibility and solidarity which are our 
enterprises, our thrift and credit co-operatives. In  one word, this is to indicate the 
importance of the tool.

How many generous initiatives have failed, because they were not rooted in 
reality? How many men of heart and good will have given up too soon through lack 
of the right tool?

Combining efficiency with a generous mind, our forebears were regarded as 
pioneers. It is now up to us to pick up this pioneer mentality, made up of audacity, 
enthusiasm and pragmatic efficiency.

Little by little, in the course of our various conferences, we have learnt to know 
our strength, to compare our methods of working, to understand the reasons for 
our successes and our failures. Through our concerted efforts, it should be possible, 
little by little, to improve the lot of all and of the most needy first of all.

It is obviously essential to master modern techniques to ensure our develop
ment and that of the peoples who look to us and trust us. But we m ust not forget 
that the development of our institutions is not an end in itself, it is only a means 
for our members to expeiience social and economic progress, respecting the 
freedom and dignity of each.

I hope you will forgive this long speech, but it seemed to me useful to stress
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these few essential points before going on to discuss the procedures we m ust adopt 
to achieve our goals.

M r Braun then went into the details of the Conference programme,
and the speakers taking part in the various Sessions. He commented on the
themes as follows:

Changes in  the Social and E conom ic Environm ent
I am sure that we shall note with pleasure that the organisations here present 

have known how to adapt to the challenge of the present changes, but also that they 
have tried, sometimes with success, to organise international solidarity for the 
benefit of developing countries. This determination has been regularly expressed 
at ail our past conferences, and we can congratulate ourselves on what has been 
undertaken, and I would add the results obtained, even if much still remains ta  
be done.

It appears that international technical assistance is now more widespread. A 
critical examination of the results in this field should enable us to improve our 
methods and work out new projects.

Thrift and Credit Co-operatives Confronted w ith  the N eed s o f  
the U nderprivileged

It is at the international level that the most scandalous inequalities and the 
least admissible divergences exist, despite efforts made over the years—not without 
resolution and courage, but without decisive results—to reduce the gap between the 
standard of living of the less well provided countries and that of the better off 
countries or zones. We all have this on our consciences, so we m ust act, and the 
sooner the better.

The International Interlending Program m e—Present and Future 
D evelopm ent

Despite economic, monetary and political difficulties, the programme remains 
one of the major elements of inter-cooperation. We must therefore seek to expand it.

Co-operatives as Banking Institutions
Referring to the new technology and the consequent need for highly 
qualified technicians, M r Braun said:

T hrift and credit co-operatives m ust avoid both the danger of putting them 
selves completely in the hands of the technicians, and that of falling fatally behind 
the other banks. They m ust therefore seriously consider how they should train 
individuals at all levels: voluntary as well as professional administrative and 
management staff m ust be capable of evaluating and controlling the use of these 
modern techniques.
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Finally I would like to return to the theme of our Conference, Thrift and  
Credit Co-operatives in  a Changing W orld and to express the hope that this 
general theme will provoke neither concern nor dismay, that it will act as a stimulus 
for our thinking and our future actions.

At a time when the voices of the peoples in both the industrialised and the 
developing countries are declaring in favour of co-operatives and their contribution 
to building the world of the future, a juster and more equitable world, co-operative 
leaders must not fail to do everything in their power to take up the challenge.

However, I have faith—I have faith in Co-operation and I have faith in man, 
in his generousity and his ability to adapt.

We shall, I am sure, continue to irrigate whole territories, to bring into flower 
active and fruitful communities, if our spirit maintains its initiative and the 
mastery of its goals.

1 : Changes in the Social and Economic Environment as they affect Co-operative Thrift and Credit
In the Chair M r R. K ERINEC, ICA 

President, asked speakers to restrict the 
length of their interventions as the 
Papers had in any case been distributed, 
and this would allow more time for 
discussion.

T he first speaker, M r S. G. M A D I- 
MAN,* Senior Officer, Agricultural 
Banking and Credit Group, FAO, 
spoke on the general background to his 
paper.

M r Braun, in one of his impressive 
statements, had referred to the three 
important concepts oi freedom, solidarity 
and responsibility, which were basic to 
any analysis of the co-operative system, 
especially in developing countries with 
their pluralist economies. Every one of 
those countries was facing serious 
challenges from both the rural and the 
urban poor, and the co-operative move
ment in its future strategy could not
*See W orking Papers: M adim an, p. 79.

afford to lose sight of these three 
concepts.

Some disparities were widening in the 
changing world of today, such as 
between the rural and urban popul
ations, the rural rich and the rural poor, 
and, particularly with inflation, between 
developed and under-developed regions 
within a country. So the role of co
operatives m ust be seen within these 
limitations, about which they could do 
little.

Developing countries had varying 
degrees of institutional development: if 
a country had no institutions at all, 
setting up co-operatives would prove 
difficult; in some countries co-operatives 
existed but were inefficiently run or 
inadequately supported by governm ents; 
in others, they were unable to mobilise 
sufficient resources. Lack of finance was 
one of the root causes of co-operative 
failure in many countries, not only in 
rural areas but also in urban centres
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where industrial co-operatives were 
needed to provide employment. Here 
credit co-operatives had an important 
role to play.

Section 3 of M r M adiman’s paper 
dealt with the ch a llen ges which any 
co-operative strategy m ust look at. 
Some background factors could not be 
altered by co-operatives, such as the 
land tenure system; co-operatives often 
developed better in areas with peasant 
proprietorship than where there was a 
type of feudal system. But assuming an 
optimum institutional framework, it was 
important to define the rights and duties 
of the various co-operative elements vis- 
a-vis the different institutions with 
which they must come in contact.

Concerning the rich  and the poor— 
co-operatives were often dominated by 
the rural rich, but as M r Braun had said, 
the solution was to evolve institutional 
checks and balances which would keep 
the power of the rich within reasonable 
limits, and the nature of these must be 
learned through experience.

State participation, as D r Saxena 
had said, was not always successful. 
Here again it was a case of defining rights 
and duties.

In all these cases innovation was 
necessary. It must be remembered that 
change was happening fast in the 
developing countries, and they were 
bound to experiment, and therefore to 
make mistakes. But Co-operation was 
the only human organisation so far 
evolved which allowed for free partici
pation ; however, freedom, solidarity and 
responsibility must still be consciously 
safeguarded.

Another point on which research was 
needed was the relation with the lega l  
system , the type of legislation needed

to enable co-operatives to function 
effectively.

The question of institutional check s  
and balances had been neglected; dis
cussions had tended to concentrate on 
relations with the state, but this was not 
a question which could be resolved by 
discussion, it was a problem to be 
analysed, and the necessary institutional 
safeguards devised for any given context.

It had been said that the success of 
credit co-operatives depended on the 
success of marketing co-operatives, and 
hence on the success of the whole co
operative system. M ore research was 
needed on relations between the co
operative system and the overall 
economic system.

M r Madiman felt that, given the 
importance of innovation and experi
mentation in the context of the develop
ing countries and the serious problems 
they face, a conference such as this 
could not fail to make a useful contri
bution, by giving a lead on institutional 
innovation, and by encouraging more 
detailed study of the co-operative 
system’s relations with the legal and 
financial systems in various countries. 
For this was the context in which co
operatives had to operate, and more 
knowledge was needed to ensure that 
people’s participation, in any given con
text, was a viable proposition.

M r D. S. RAJ,* Regional Director, 
ILO , New Delhi, said that profound 
changes had taken place during the past 
twenty years in the Relations between 
Thrift and Credit Co-operatives and the 
State. The paper (which had been dis
tributed) explained the IL O ’s interest 
in this question.
*See W orking Papers: Raj, p. 84.
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The co-operative legislation of a 
country gave a good indication of the 
way its government understood its 
responsibilities vis-a-vis co-operatives, 
although the latter were obviously 
affected also by general legislation. ILO 
had created a data bank for the collecting 
and processing of all information avail
able on co-operative legislation, and the 
paper gave details of some of its findings 
and its attem pt to classify the degree of 
state interest under five headings.

Many factors affected the state’s 
attitude to co-operatives, one of the 
most important being the fact that, in 
the majority of countries and despite 
their long history, co-operators remained 
a minority of the population. Under such 
conditions, the way an Executive A uth
ority behaved towards co-operatives at 
any one time was at best only the some
times temporary result of a compromise 
between various pressures to which it 
was subject; it was therefore up to co
operatives to ensure that their views 
were expressed at national level.

Thrift and Credit Co-operatives were 
bound to be of particular interest to the 
state, both as institutions taking charge 
of deposits made by its citizens and as 
private status bodies entering money- 
issuing channels. The paper described 
the effect of various government atti
tudes on the functioning of thrift and 
credit co-operatives, which would also 
depend on the complexity of the co
operative’s operations.

Developments in various countries 
over the past twenty years showed that, 
once co-operatives became “articulated” 
with public financing institutions, their 
position changed radically and it became 
necessary to give careful consideration 
to their relations with the public

authorities.
With the increasing derangement of 

the world economy, thrift and credit co
operatives must also consider how their 
resources could be used, first for the 
improvement of the situation of the 
least privileged, and then for the attain
ment of a more human dimension in 
development, and this could only be 
done in concertation with the Public 
Authorities.

M r G IL LES JOBIN,* Assistant 
General Managei of Human Resources, 
Confederation des Caisses Populaires et 
d ’Economie Desjardins du Quebec, said 
it would be difficult to discuss in 10 
minutes an organisation which had 
taken 45 years to develop. However, he 
gave a brief description of the structure 
of the Confederation, and the various 
specialist bodies it has set up over the 
years to meet the developing needs of 
organisations and individuals. T he Con
federation now has 18,200 employees, 
in addition to some 16,600 voluntary 
managers, 11 afiiliated institutions, and 
a membership of more than 4 million, 
grouped together in 1,370 banks. Assets 
managed by the Desjaidins movement 
exceed 13 billion dollars.

T he Movement had always stressed 
the importance of deposit security and 
M r Jobin described some of the meas
ures designed to ensure this.

Two thirds of the French-speaking 
population of Canada are members of 
the Desjardins Movement, therefore 
the Movement is closely bound up 
with the social and economic develop
m ent of the community. It  has always 
tried to solve the problems of individuals, 
and now it has expanded its activities
*See W orking Papers: Jobin, p. 115.
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and i s trying to meet the wider needs of 
the community.

M r CH RIS HANSEN * Chairman 
of the Canadian Co-operative Credit 
Society (CCCS), described the begin
nings of the Credit Union Movement, 
and its spread from the first caisse 
populaire, which he described as “ the 
French-language equivalent of a credit 
union” , to other parts of Canada. He 
stressed the dilTerence between the 
credit unions and the European co
operative banks, in that credit unions 
were autonomous entities which had 
estabhshed and maintained contiol of 
the provincial and national organisations. 
His paper went on to outline the 
legislative framework within which they 
work, the new services being developed, 
and their international involvement in 
providing financial, administrative and 
developmental support to credit union 
organisations in both developing and 
developed countries, under the auspices 
of the World Council of Credit Unions 
of which CCCS is a member.

He touched on the technological 
changes taking place, but emphasised 
that one factor would remain unchanged, 
that credit unions and their co-opera
tive counterparts would always be 
member-established, member-owned 
and member-controlled, to ensure the 
serving of financial needs within the 
context of individual autonomy and 
integrity.

M r FLOREAL G O R IN I,* General 
M anager of the Institute Movilizador 
de Fondos Cooperativos, Argentina,
*See Working Papers: Hansen, p. 121;

Gorini, p. 131.

gave a brief account of the effects in 
I.atin American countries of not only 
the general world problems but also the 
multinationals. Although the gross 
continental product had increased from 
U S$ 149,105 million in I960 to U S$ 
429,495 million in 1979, the problems 
of unemployment, housing shortages, 
inflation, and particularly the unjust 
income distribution, remained unsolved.

Better state planning, making use of 
the work done by co-operatives, could 
help to overcome some of these prob
lems, as well as inter-state collaboration 
at regional level, but this was not enough. 
This was why Latin America was 
interested in a new international econo
mic order, in which the problems of 
basic yields, external financing, indust
rial centres, protectionism and the 
relations with transnational enterpiises 
could be examined.

In Latin America they were trying to 
combine rapid technical and scientific 
progress with well-balanced national 
development, in the interests of the 
majority of the population and not those 
of narrow local groups linked to inter
national financing. One of the methods 
of achieving such development was un
doubtedly co-operation, which had 
flourished in Latin America in spite of 
restrictions, many of them [of state 
origin. M r Gorini described the thrift 
and credit movement in Argentina, and 
the recent changes that had taken place, 
including integration at national level of 
the various co-operative sectors.

He thought that one of the goals of 
this conference should be to find ways of 
developing integration at the inter
national level, which would help to 
provide more assistance to developing 
countries. As had been stated at the
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ICA Congress, co-operators were inter
ested in supporting a strategy to estab
lish a New International Economic 
Order, to ensure broader social partici
pation and a just distribution of the 
fruits of scientific and technical progress 
as well as of labour. Co-opetative 
integration on an international scale and 
solidary assistance were one of the ways 
of achieving this goal, and the only way 
to attain a just and peaceful world.

The paper by M r R. B. RAJA- 
GURU,* ICA Regional Director for 
South-East Asia, gave a generalised 
overview of the South-East Asian 
situation with regard to T hrift and 
Credit Co-operatives, and the way these 
co-operatives came into being. He went 
briefly through the paper, highlighting 
some of the points he considered 
important.

His paper referred to a system of 
development in which co-operatives 
were primarily concerned with trade 
per se but eventually evolved other 
facilities to meet the needs mainly of 
agriculture. In  some countries the thrift 
and credit movement had been com
pletely reorganised by government sup
port schemes, but the basic thrift and 
credit co-operative often still remained 
in its original form.

M r Rajaguru outlined the co
operatives’ struggles for survival, and 
some of the difficulties they faced. 
Many of them  had eventually concen
trated more on credit, to the detriment 
of the thrift side, with sometimes 
difficult loan recovery.

T he environment in the developing 
countries had not really changed in his
*See Working Papers: Rajaguru, p. 91; 
Kushnoor , p. 94.

opinion. Poverty and indebtedness still 
existed. It was therefore necessary to 
question whether the traditional ap
proaches hitherto followed in the 
development of thrift and credit co
operatives were adequate, or whether a 
multi-dimensional approach would not 
be more effective, making them less 
subject to narrow restrictions.

Another point he wanted to make was 
that reference to the New International 
Economic Order was heard on every 
platform, but there was seldom mention 
of the need for a new economic order 
within the countries themselves to 
ensure the good things of life for their 
millions. A new national co-operative 
economic order, with interlinking of its 
sectors, would be a step in this direction.

M r Rajaguru closed by repeating his 
conviction of the need to decide what 
type of thrift and credit society could 
most effectively encourage saving by the 
small man for a place in the sun.

M r V EERSH ETTY  KUSH NOOR,* 
member of the Governing Council of the 
National Co-operative Union of India, 
described the formation and develop
ment of the Indian Thrift and Credit 
Co-operative Movement, which covered 
both agricultural and non-agricultural 
requirements.

He gave details and statistics of its 
remarkable growth during the past ten 
years, its relations with the country’s 
banking structure, discussed the struc
tural changes which had taken place, 
and its diffusion throughout the country.

Thrift and Credit organisations in 
India were doing useful service. Since 
1969 loans had become increasingly 
production-oriented, and had played a 
major part not only in launching
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industries throughout the country but 
in its general development. Thus the 
thrift and credit movement had become 
one of the strongest of the co-operative 
sectois.

As an observer at the Conference 
M r BOUBAKAR D IEN G ,* President 
of the Africa Co-operative Savings and 
Credit Association (ACOSCA), said he 
w'ould be very brief. His association had 
been set up in 1968 and covered 22 
countries in both French- and English- 
speaking Africa. Its headquarters were 
in Nairobi, and it had a num ber of 
regional offices. He advised participants 
that the Paper with which they had 
been supplied should be regarded purely 
as background as it had not been 
specifically prepared for this conference.

The prime aim of ACOSCA was the 
promotion of thrift and credit co
operatives because it believed that such 
co-operatives could help in the develop
ment of the mainly illiterate peoples in 
the African countries and islands. 
Development should start from the 
grassroots, and not from the summit as 
was practised in most African states.

ACOSCA was a young organisation 
compared with many present. Its co- 
opeiatives were still at the stage where 
all the members knew each other, where 
a member could call at the manager’s 
house to borrow money; there were 
difficulties at times with only two or 
three literate people in a village; but 
they did have real human contact, w ith
out which life would be much less 
pleasant.

M r Dieng said how honoured 
ACOSCA felt at being invited to take 
part in this meeting. He thanked
*See W orking Papers: D ieng, p. 110.

M r Braun foi his assistance in making 
this possible, the Indian co-operative 
movement foi its warm welcome, and 
also took the opportunity to thank the 
various movements which had helped 
and supported his organisation: 
W OCCU, RABOBANK (Netherlands), 
the Konrad Adenauer Foundation 
(FRG), and the CCIS and CPD of 
Canada, as well as the French M utual 
Credit Association which had done so 
much to organise the thrift and credit 
sector in the French-speaking countries.

M r J. A LVIN  GEORGE, Chairman 
of the Board of Directors of CUNA, the 
C red it U nion N ational A ssociation 
(USA), described the activities of his 
organisation which with its 44 million 
members covered 95% of all credit 
unions in his country. CU NA is the 
financial arm of the USA co-operative 
movement, and had US$ 70 billion in 
assets at the end of 1979.

Credit unions have undergone signifi
cant changes in the past decade; they 
started by providing short-term  savings 
accounts for members; today they offer 
share certificates and all modern bank 
facilities, as well as electronic fund 
transfers—this latter will increase in the 
next few years.

These new developments required 
improved managerial expertise, and they 
had found it necessary to develop a co
operative movement rather than main
taining merely a support system for 
societies of all different sizes. This move
ment was now being developed, with a 
network of 42 central credit unions to 
provide financial services to other unions, 
as opposed to individuals. In fact similar 
developments were taking place in Latin 
America, and would probably do so in
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Africa. The CUNA network has de
veloped close ties with co-operative 
banking organisations in Europe and 
Latin America.

Recent legislation permits all credit 
organisations in the USA to offer 
the same services. For many years 
credit unions were the only financing 
organisations permitted by law to limit 
their rates of interest, but this is likely 
to be phased out within the next five 
years. As a result, concern is growing 
that there may be too many financial 
institutions operating in this area; there 
are at present 45,000 credit institutions 
in existence, but it is expected that by the 
end of the decade approximately one- 
third of these will disappear, due to mer
gers. Credit unions will attem pt to 
ensure that any mergers w'hich take place 
in their organisation do not affect the 
benefits of their members.

M r George referred to the social 
trends taking place in the USA—the 
population explosion leading to unem 
ployment and housing shortages, the 
fact that increased food productivity 
appears to have run full course, the 
increase of women in the labour force, 
the increase of unemployment in heavy 
industries. There was also the techno
logical revolution, w'hich w'ould enable 
conferences such as this present one to be 
held using television. He thought the 
consumerist trend would remain strong 
throughout the decade, although con
sumers were becoming increasingly se
lective. Other changes concerned govern
mental financial policies—governments 
were promising increased benefits, with
out the resources to pay for them. Indus
try was having problems because higher 
interest rates w'ere causing firms to post
pone investment projects. Another major

problem W'as energy—since 1974 the 
cost of energy had soared and added to 
the burden of T hird  W orld nations. 
Although conservation had led to some 
savings, the world was in a period of 
transition in response to increased 
energy prices.

All these changes as well as others 
would impact on credit unions in the 
coming decade. To meet them, they 
would need to develop management 
expertise, and an adequate capital base 
to fund the necessary programme. M r 
George thought the situation might be 
somewhat different in other parts of the 
w'orld, but only to a m atter of degree. 
They m ust continue to work “ Not for 
profit, not for charity, but for service” .

A m onth ago M r George had been 
in Washington DC when a fellow' Cali
fornian had been sworn in as President 
of the USA—Ronald Reagan had been 
Govenor of California and taken it from 
the brink of bankruptcy to a flourishing 
position; he was sure he would carry 
out the same changes in the USA. 
Credit unions were anxious to partici
pate in that emergence. If  Credit 
Unions all pulled together, what could 
they not accomplish?

M r A U G U ST IN E  KANG,* General 
Manager, Asian Confederation of Credit 
Unions (ACCU) said he had been 
involved with credit unions for 20 years, 
ten as a volunteer and ten as a full-time 
official. He was trying to promote certain 
characteristics. Most of their credit 
unions were small with 20 to 30 mem
bers, and a maximum membership of 
200. Their leaders believed small is 
beautiful, that increased size must 
depend on the ability of members.
*See W orking Papers: K ang, p. 107.
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Legislation or lack of it could not 
prevent development of the credit union 
movement. M r Kang had never come 
across a government antagonistic to the 
movement, and it was always possible to 
find officials in favour, provided the 
movement operated fairly and honestly. 
Most of the countries in the area had 
now legislated for thrift and credit 
unions; in Thailand and Indonesia, no 
separate law existed but the co-operative 
law had been amended to cover credit 
unions.

Even inflation was not an obstacle. 
The common people did not have 
enough money to be interested in bank 
interest rates; credit unions could 
provide immediate loans to buy needed 
materials before costs went up.

The main cause of failure was indif
ference on the part of members, and 
hence education was an essential ele
ment of the co-operative movement, 
including organised training pro
grammes. ACCU mobilised regional 
resources for this purpose, but also 
sometimes invited specialists from 
Canada and the USA. T heir leaders 
tried to maintain a positive view—if 
something “didn’t work” they always 
tried to think how it could be “ made to 
work” .

In closing, M r Kang drew attention 
to Ghandi’s dictum mounted on the wall 
of the Conference Hall, Co-operation, 
which is rooted in the soil, always succeeds: 
and said he would like to change the 
word “ soil” to people.

M r J. T E IC H E R T ,* Secretary to the 
EEC Association of Co-operative 
Savings and Credit Institutions, said it 
was impossible to generalise about thrift
*See W orking Papers: T eichert, p. 133.

and credit co-operatives in Europe, as 
most of them  had been started around a 
century ago and their subsequent 
development had naturally varied from 
country to country. T he movement had 
generally originated as two completely 
separate organisations, one to provide 
short-term  credit for farmers and the 
other to meet the needs of urban 
dwellers; in many countries the decrease 
in the num ber of small farmers and the 
gradual blurring of the distinction 
between urban and rural sectors had 
caused them  to come together.

The trend towards a more closely 
integrated European economy had in
volved more and more small businesses 
in direct import and export deals; thus 
the European credit co-operatives had 
decided to form their own association, 
not only to support and defend the 
interests of the credit co-operatives in 
Europe, but also to enable them  to 
provide better advisory and consultancy 
services for their members, who might 
otherwise transfer to the commercial 
banks.

To show the size of the movement in 
Europe, M r Teichert said that at the 
end of 1979 there were 58,000 credit 
co-operatives with 31 million members, 
deposits of $305 billion, loans amount
ing to $242 billion, 295,000 employees 
and a consolidated balance sheet of 
$459 billion.

He wished to correct the Canadian 
speaker who had said that European 
thrift and credit co-operatives were not 
autonomous—unlike the Caisses Popul- 
aires. The system varied, but in general 
the small countries had local auton
omous societies with a central bank, 
while the larger countries had a three- 
tier structure. He stressed that if a co
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operative movement were to remain 
competitive, it m ust sooner or later 
form a central bank, and this would also 
help it to remain independent of 
government assistance.

He gave details of the services pro
vided by his organisation and of various 
joint ventures pioneered by its members.

The previous speaker had said that 
inflation did not touch co-operatives or 
their members. He himself felt the 
opposite was the case: people saved in 
order to buy later, or towards their old 
age, and inflation was reducing the 
value of that money—and the time 
would come when they felt it was no 
longer worth saving. They must do 
everything in their power to fight 
inflation, for the benefit of the poorer 
and weaker elements in society.

M r JO H N  N IC H O LSO N ,* Presi
dent, World Council of Credit Unions 
(W OCCU), spoke only briefly as 
W OCCU had already been well repres
ented in this session by speakers from 
CUNA, CCCS, COLAC, ACOSCA, 
A C C U ; if participants required further 
information about W OCCU they could 
ask these speakers—or better still,

attend their annual meeting in Dublin 
(Eire) during the last week in July 1981.

D r W ERNER SC H IFFG EN ,* Gen
eral Secretary, International Raiffeisen 
Union (IRU), described the structure 
and activities of the International 
Raiffeisen Union since its foundation in 
July 1968, the year which marked the 
150th anniversary of the birth of 
Friedrich Wilhelm Raiffeisen. He said 
that experience proved the continuing 
validity of Raiffeisen’s principles, and 
that the movement retained sufficient 
flexibility to deal w ith modern con
ditions, and also to make it readily 
adaptable to conditions in the Third 
World.

D r Schiffgen also spoke about devel
opments in the Federal Republic of 
Germany, and the merger in 1972 
between the Raiffeisen (rural co
operatives) and the Schulze-Delitzsch 
(urban co-operatives) organisations to 
form the German Co-operative and 
Raiffeisen Association located in Bonn.

Raiffeisen had preached self-help: 
today he would probably ad d : “And 
help others that they also may be able 
to help themselves” .

D IS C U S S IO N
The discussion was opened by M r S. P. SRIVASTAVA, NAKED 
(India) who said that credit ior production had been successful in India, 
and few farmers in any part of the country were unable to obtain this. 
However the main problem now was marketing the surplus, and al
though there was some governmental assistance, the bulk of the res
ponsibility fell on NAFED which had been set up specifically for the 
purpose in 1958.
T he need now was financing io t processing the surplus produce, because

*S ee  W orking Papers: N icholson, p. 135 ; Schiffgen , p. 137.
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unless the farmer could market sufficient to give him  a small profit, he 
would be unable to save.
M r M A T H IM U  GHA, Co-operative Central Bank (Malaysia) referred 
to the difficulties which arose when co-operatives included a range of 
members from the very rich to the very poor, and wondered whether 
the concept of mutual aid was still sufficient. Co-operatives were 
originally set up to help the under-privileged; but when through co
operation some of them  improved their living standards, they then 
became the privileged classes, and meanwhile the weaker sections 
became still weaker. Thrift and Credit societies used the term  “ de
faulter” , but did they try to help him sort out his problems? Was he 
not exactly the type of member they were trying to serve? M r Gha 
believed, as D r Saxena and M r Rajaguru had also said, that the co
operative concept of mutual and self help also required the strong to 
help the weak, and only this would allow the development of that 
international co-operative system for which the originators of the 
movement had hoped. I t was a continuing process at all levels, and if it 
did not happen, co-operatives in the Year 2000 would not be able to 
create a new way of life and the gap between the rich and the poor 
would increase.
Co-operatives in both the developing and the developed countries had 
their problems. M r Gha believed that more research was needed into 
these problems, and felt the only body in a position to do this was the 
ICA. He endorsed D r Saxena’s plea for a stronger secretariat to 
research these problems and make suggestions for their solution.
Concerning M r G ha’s question on co-operation between the rich and 
the poor, the “haves” and the “have-nots” , M r BRAUN suggested 
that a different way of expressing this was, that in order to give credit 
you had to have resources, and these could only be provided by the 
“ haves” . Going back a century, thrift and credit co-operatives had only 
worked when they were able to collect funds.

The conference approved a sugges- M r ROGER K ERINEC, Chairman 
tion made by M r Gha that, in order to of the Session, closed the session by
achieve wider participation, a short thanking participants for the quality of
period for discussion could be inserted their attention, and saying that the
in future sessions after every two or wealth of information collected should
three speakers, instead of leaving all be regarded as the basis for their future
questions until the end of the session. discussions.
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2 : Thrift and Credit Co-operatives confronted with the Needs of the U  nderprivileged
Under the chairmanship of M r 

H EN R I-PA U L T R U D E L , of the Con
federation des Caisses Populaires et 
d ’Economie Desjardins du Quebec 
(Canada), this theme was discussed in 
both the national and the international 
context. Six papers were presented* and 
the subject gave rise to considerable and 
lively discussion, indicative of its im
portance and topicality.

In  his introductory remarks, M r 
T R U D E L  first mentioned the various 
problems which had recurred in the 
previous day’s session. He invited 
delegates to consider the challenge of 
the present session and said the meeting 
could be considered successful if, at the 
end of the morning, as human beings, 
as individuals, they felt a greater sense 
of solidarity, having studied the possi
bilities offered by co-operatives and the 
solutions which Co-operation can bring. 
He introduced the first speaker.

M r S. G. M ADIM AN , FAO, said 
that an important event for rural instit
utions concerning themselves with prob
lems of the poor was the FAO World 
Conference on Agrarian Reform and 
Rural Development (W CARRD) held in 
Rome in 1979. A more aggressive long
term  strategy to involve the rural poor in 
co-operatives as well as in economic 
development was called for.

Some limitations faced by co-opera
tives in serving the poor arose from the 
following factors:

(a) Adverse tenurial and production 
structures;

(b) Inadequate supporting structures 
and rural institutional infra
structures ;

(c) Vacillation in government 
policies;

(d) Excessive domination of co
operatives by the bureaucracy;

(e) Inadequate financial policies of 
the State and the central banks 
with regard to support to co
operatives; and

(f) Uniform and inflexible national 
plans of co-operative develop
ment.

T he FAO representative felt that a 
great deal of innovation was necessary if 
co-operatives were to serve poor and sub
marginal farmers. He felt that an insti
tutional approach to co-operative devel
opment characterised by the following 
would help in serving the sub-marginal 
fanners. It should:

(i) facilitate organisation of the 
under-privileged into a purposive 
system ;

(ii) increase the bargaining power of 
the poor in the m arket;

(iii) provide security of expectation 
for the under-privileged to en
hance their economic motivation;

(iv) ensure that co-operatives are 
viable and successful concerns 
through the evolution of appro
priate checks and balances;

(v) accelerate the transformation of
*S ee  W orking Papers: M adiman, p. 138; Raj, 
p. 143; Catalano, p. 146 ; Davies, p. 150; 
SchifFgen, p. 157 ; D aneau, p. 158.
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the present social structure into 
an equitable one.

T he institutional approach defined 
above, as evolved in practice by 
Professor J. R. Commons of USA and 
Professor D. R. Gadgil of India, also 
implies the provision of a single flexible 
package of facilities and services to the 
rural poor through the co-operative 
system.

M r Madiman made the following 
additional points:

— Co-operatives had been assigned the 
new role of serving the under
privileged while still serving the 
whole of society.

— Controversies over such points as 
unlimited versus limited, single
purpose versus m ulti-purpose, state 
participation versus independent 
co-operatives, had outlived their 
usefulness, and caused peripheral 
considerations to dominate the 
thinking within the co-operative 
sector. This was unfortunate in view 
of the fact that meeting the needs of 
the rural poor would involve action, 
not only within the sector but also 
by outside bodies, governmental 
and international, and a unified 
approach would yield better results.

—• It was said in some circles that co
operatives had failed, and that some 
other technique—state, private, or a 
combination of all three—might be 
more successful. He hoped this con
ference would mobilise enough facts 
to prove that co-operatives had not 
failed but were succeeding.

— It was essential to evolve a firm 
strategy with guidelines for the 
future, and this could only be based 
on objective reality and assessment 
of that reality as experienced in the 
developing countries. This would 
involve not merely harnessing the 
experience of the developing 
countries but merging their exper
ience with that of the developed

countries. It would involve a pro
gramme of research, training, and 
fusion of all the available knowledge. 
He regretted that even at co
operative meetings discussions were 
endless because each began with 
his own experience; there was no 
fusion of experience, and emphasis 
on training and management effi
ciency alone were not sufficient.

— It was also necessary to evolve a 
whole new field of social science 
research methodology, with a mu'ti- 
disciplinary approach, involving 
universities in developed countries, 
and taking into account the work of 
innovative modern pioneers.

— The experience of the developed 
countries in providing institutional 
checks and balances, in evolving 
rules and procedures, and legis
lation, should be examined on the 
basis of its relevance to the develop
ing countries.

— Training undertaken in the devel
oped countries should harness the 
experience also of the developing 
countries, involving augmented col
laboration between researchers in 
both.

M r T R U D E L  thanked M r M adiman 
for the reminder that development 
depends largely on external conditions.

M r D. S. RAJ, ILO  Regional 
Director, New Delhi, saw the amelior
ation of the conditions of the poor 
principally through the provision of 
expanding employment opportunities. 
IL O  had chosen this approach for the 
simple reason that in 1976 at the First 
World Employment Conference in 
Geneva, the ILO  had been given a clear 
and unmistakeable mandate to advise 
member countries on their problems in 
relation to this subject. He described 
some of the activities it had undertaken, 
the collection of statistics as a means of
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assessing the effects of governmental 
policies, sending research teams of 
experts to various countries, etc.

The ILO  paper attempted to set out 
in statistical terms the extent to which 
co-operatives themselves were em
ployers. When T hrift and Credit co
operatives were created, the main 
objective was not to provide employ
m ent but to combat usury. However, 
they are employers of labour and the 
scanty statistics available show that as 
business undertakings they do provide 
a comparatively small num ber of jobs 
e.g. in 1978 the 143,624 Indian credit 
co-operatives employed 201,931 staff 
members. Credit M utuel in France 
employed 13,300. Where thrift and 
credit co-opeiatives undertake other 
activities, e.g. credit for housing con
struction or activities in the field of 
agricultural production, there may be 
an indirect increase in employment 
although it seems unlikely that the jobs 
created will be taken up by the most 
under-privileged sectors of the com
munity. W hat can be said is that in 
cases where credit is given for a par
ticular activity e.g. construction of 
houses or a processing plant, this may 
indirectly provide employment, but out
side the co-operative movement.

In  many countries credit for indus
trialisation and mechanisation purposes- 
has accelerated unemployment by caus
ing displacement of labour; as for 
instance, in agriculture, where a rural 
exodus to the towns has resulted. 
Insofar as the under-privileged sector 
is concerned, particularly in the rural 
areas, thrift and credit co-operatives 
have the possibility to enable the small 
farmer to remain on his own land by 
reducing his dependence on usury. 
Although this is not creating additional 
employment, it is a contribution as it 
maintains people in their jobs on the 
land, who would otherwise have been 
displaced. Consideration should be 
given to the possibility of thrift and 
credit co-operatives financing food crops 
and helping to support labour co
operatives. It  may be possible to link 
such work with that of other institutions 
such as the World Food Programme.

Efforts to mobilise savings, hoM'ever 
small, need to be vigorously pursued, 
since the savings potential may be 
greater than is suspected. Above all, the 
principle of solidarity m ust be con
stantly emphasised.

The session chairman, M r T R U D E L , 
then asked for comments on the first 
part of the session.

D IS C U S S IO N
In  the ensuing discussion, questions were raised relating to the need for 
government assistance if co-operatives were to assist the poor and the 
weaker sections, the relevance of training in advanced countries for co
operatives in developing countries and the need for its evaluation and 
the obstacles experienced in providing assistance to the third world, 
such as ligid bureaucracy, governmental procedures, etc.
M r R. P. SA TPU TE, of the National Federation of State Co-operative 
Banks, Bombay (India), returned to M r M adim an’s point, that to the 
original two classes of oppressors and oppressed had now been added a
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th ird  class, the under-privileged. But co-operators should behave as 
co-operators, whichever group they were in, and M r Satpute stressed 
the importance of responsibility—responsibility towards others, res
ponsibility in repaying loans, responsibility by co-operatives in the 
mattery of funds, from whatever source.
M r P. D. SHENOY, Karnataka State Co-operative Apex Bank, 
Bangalore (India), described some of the measures taken to ensure 
greater provision of credit for the underprivileged. T he Farmers’ 
Service Co-operative Societies had been established specifically for the 
purpose of giving more importance to the small and marginal farmers 
and farmers belonging to the scheduled classes; their statutes provided 
that the small farmers should have the larger share in their management, 
and also receive priority in obtaining credit. O ther measures included 
the setting up of m ultipurpose societies in the hill areas to assist the 
tribal people; legislation to ensure that women were not refused mem
bership of credit societies, and obtained adequate representation on 
managing bodies. W ith the support of the Agricultural Refinance 
Corporation, some percentage allocation of loans was earmarked speci
fically for the poorer sections.
M r S. K. IYER, NAFED  (India), said that two decades’ experience in 
the field of marketing had shown: (1) that once economic activity had 
been generated in a certain area, the under-privileged of that area also 
benefited; (2) that economic activity also helped to develop the agri
cultural sector. He suggested that the generation of economic activity 
in a particular region through co-operatives was possibly more effective 
than  the mere provision of grants.
M r S. DAS, Assam State Co-operative Bank (India), said that the 
thrift and credit movement was originally instituted for providing 
•credit; it had then been sponsored by the government as a means of 
supporting the weaker sections of the population. If  the co-operative 
movement was to make any impact on the downtrodden section, it 
needed government support. But if it was in fact carrying out govern
m ental policies, was it perpetuating the capitalist system and failing to 
meet the expectations of the under-privileged.?
In  his reply, M r M A D IM A N  thought the last speaker had made a very 
im portant point. This was a genuine danger of which governments 
should take note. I f  co-operatives were to fulfil the expectations of the 
under-privileged, greater efi^orts at institutional innovation must be 
made: for example, the traditional separation between credit and 
marketing should be re-examined. If, as the NAFED speaker said, 
m arketing can serve as an important ‘lead agency’ for co-operative
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development among the under-privileged and as a framework in which 
other institutions—such as production and credit—can be incorporated, 
then this would involve a new type of institution. The problem facing 
most of the developing countries was the conflict between rich and poor, 
and if co-operatives could not recognise its changing forms, they would 
naturally lose their credibility.

M r RAJ, commenting personally rather than from the ILO standpoint, 
thought there was something to be said for co-operatives becoming 
agents for the generation and creation of employment. Unemployment 
and under-employment were most acute in rural areas; so the under
privileged were on the whole in the rural areas, which meant a direct 
challenge to the co-operative movement. He suggested two questions 
could be asked: (1) whether the movement as a whole, and individual 
co-operatives, could make a contribution in terms of generating employ
ment within a given area, a given field of action— and ILO  had con
cluded that thrift and credit co-operatives did appear to act within such 
a framework; (2) whether, by adopting new frameworks, the contribution 
to the creation of employment could be enhanced.

M r T R U D E L  thanked M r Madiman 
and M r Raj for their replies, and intro
duced the next speaker.

Quoting D r Laidlaw’s paper, Co
operatives in the Year 2000, D r BRUNO 
CATALANO, Secretary to the 
International Committee of W orkers’ 
Productive and Artisanal Societies, 
emphasised the role of industrial co
operatives in reducing the current 
intolerable levels of unemployment. 
The handicraft and industrial co
operatives have an important role to 
play in the establishment of a new 
economic order. An important pre
requisite in this respect is the financial 
support which could be provided by the 
thrift and credit co-operatives. Unfor
tunately a close relationship was lacking 
between credit co-operatives on the one 
hand and artisanal and industrial co
operatives on the other in providing 
support to the developing countries.

Dr Catalano cited examples from Italy 
showing how small craftsmen’s co
operatives had been assisted by an 
internal system of financial aid which 
made money available at specially 
favourable rates against limited guaran
tees. In other cases the special credit 
section for co-operatives in the Banca 
Nazionale del Lavoro provided funds for 
co-operatives at rates which were some 
8 to 9 points lower than the market 
rates, the difi^erence being paid by the 
State.

In the developing countries co
operation has a great role to play in 
providing support for small crafts and 
minor manufacturing industries with 
low technological content, and in the 
development of agro-industrial com
plexes in rural areas. T he international 
co-operative organisations and the 
United Nations specialised agencies such 
as U N ID O  and the ILO  should take up 
concrete programmes of aid in this
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respect. However, financial support 
would be needed for such projects 
because the small craftsmen and artisans 
and their co-operatives could not gener
ate the necessary finances.

Dr Catalano proposed the establish
ment of a study commission by the ICA 
with representation from thrift and 
credit co-operatives, insurance co
operatives, workers’ productive co
operatives, U N ID O , ILO , ICA, with 
attachment of one or two international 
experts in legislative and monetary 
matters. The Commission could suggest 
four or five projects for establishing 
industrial and artisanal co-operatives. 
The Commission should also examine 
ways in which a Special Fund could be 
created by the credit co-operatives for 
providing financial support to projects. 
T he Fund may be managed by a Com
mittee of five or six persons selected 
from among the best known presidents 
of the banking and insurance co
operative system. He suggested this in 
the belief that the massive development 
of workers’ co-operatives in the next
20 years may represent the most 
significant factor in a new industrial 
revolution.

After reading his paper, D r Catalano 
closed by mentioning a very recent 
decision by the Italian trade unions to 
set up a solidarity fund, made up by 
deducting 0.5 per cent of salaries of all 
trade union members, to promote 
workers’ enterprises especially in 
Southern Italy, in the agro-industrial, 
manufacturing and service sectors. The 
use of the fund would be made available 
at some 8-10 per cent lower than the 
current market rate. He thought this 
was an interesting example of what 
might be done by other social organ

isations to promote co-operatives, and 
suggested it could be successful even 
internationally.

While the session confined itself 
largely to problems of rural areas, the 
paper presented by M r R. P. B. DAVIES^ 
Secretary of the ICA Housing Com
mittee and ICA Deputy Director, 
on behalf of the German Develop
ment Assistance Housing Association 
(DESW OS), noted that poverty in the 
urban areas could be very demorali
sing. Perhaps the most obvious ex
pression of this fact is the existence of 
shacks and hovels in the urban areas 
of developing countries. T hrift and 
credit co-operatives have an impor
tant role to play in improving this 
situation. It was necessary to move away 
from the provision of charitable hand
outs and to examine what could be done 
to harness the resources available in 
these settlements, limited though they 
might be.

A case study was presented which 
emphasised the detailed preparatory 
work which had been done by DESW OS 
in one particular settlement. Information 
was obtained about the resources avail
able e.g. skills, sources of income^ 
educational attainment,work experience, 
knowledge of co-operatives etc. Dis
cussions revealed that the priority need 
was for credit. A T hrift and Credit Co
operative was formed and registered. All 
help was channelled through the co
operative and no external financial assist
ance for the initial operation was sought. 
The emphasis was on the co-operative 
establishing its own financial strength 
and avoiding the “dole out mentality’  ̂
resulting from external assistance. T he 
largest amount granted from the co-
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operative was for housing construction. problem; however, such co-operatives
This experience showed that it was must not be seen as mere technical

possible for community participation in instrum ents but as promoters of develop-
the most underprivileged sector to be ment. T hrift and Credit Co-operatives
harnessed so that this sector developed could not solve the world-wide housing
and derived long-term benefits. Although shortage but what they could do was to
the initial impetus for the project came contribute globally to satisfying basic
from the housing sector, it was clear that needs, including housing, in the most
housing could not be considered as an under-privileged sections of the com-
isolated problem but had to be placed in m unity and thus contribute towards
the overall context of development, their development.
Housing was only one of the basic needs;
T hrift and Credit Co-operatives could The CHAIRM AN then asked for 
constitute an instrum ent for meeting this comments.

D IS C U S S IO N
A French example of the indirect generation of employment through 
co-operative thrift and credit was cited by M r P. V IVIEN of Credit 
Mutuel, who described the progress of a co-operative formed shortly 
after the war in a small community, specifically for the purpose of 
qualifying for a Marshall Aid tractor. This was the beginning of 
mechanised agriculture in the area, and when the local farmers saw how 
effectively the tractor helped with the harvesting, the membership of 
the co-operative trebled within the space of a few weeks. The co
operative obtained credit from the Rural Credit Association to buy two 
more tractors, and a Canadian combine harvester adapted for local use 
the following year. To minimise risks they grouped together with two 
small co-operatives in a neighbouring Departement, and also obtained 
the use of an “American surplus” bulldozer from another co-operative, 
which so impressed them that they eventually bought two bulldozers 
themselves and could operate within a radius of some 50 km, wherever 
the demand arose. The increasing size of their operations ran them  into 
difficulties with the fiscal and other departments, and they therefore set 
up a limited company BATEM  which took over the tractors and bull
dozers still on the co-operative’s books: the four co-operatives involved 
each provided capital of 500,000 francs, borrowed from their local thrift 
and credit banks, which operated on the Raiffeisen pattern. The capital 
had been increased from time to time through loans from the mutual 
credit institutions. T he company now had 170 employees, but it could 
never have come into existence without the mutual credit associations, 
and M r Vivien thought this was a valid example of what could be done 
in the field of thrift and credit.
M r J. T E IC H E R T  (Association of Savings and Credit Co-operatives
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of the EEC) however felt that too m uch emphasis was being laid on 
credit. Solidarity was one thing, but thrift and credit institutions had to 
safeguard the deposits of their members, whether applications for loans 
came from within their own countries or from developing countries.
He wanted to remind the conference of this fact because the question 
for any co-operative must b e ; what guarantee has the co-operative that 
it will get its money back, money which belongs to its members? A 
problem in under-developed countries was that they had no savings.
On the question of “rich ” and “poor”, they could not change the 
world and there would always be these differences, as there would 
always be those whose expectations were disappointed. M r Teichert 
also made the point that a poor man in Europe or the USA, with a 
monthly income of $600, would be considered extremely rich by Indian 
standards ; so it was not possible to judge a person’s wealth by the 
amount of his salary—salaries must be compared with salaries at similar 
level in the same country.
On the question of em ploym ent creation through investment by 
co-operatives, M r Teichert thought this would automatically happen 
in less developed areas or countries, where co-operative investment 
created new economic activities. However such investment could 
destroy work places—as for example in Delhi, where he had seen houses 
being built and many people carrying the materials in baskets on their 
heads: if the builders invested in machines, two or three people would 
have higher incomes, but 500 men would lose their jobs. The concept 
was also not necessarily true in industrialised countries: if needs were 
changing and a manufacturer had to change to a different type of pro
duction, he would need money for this change bu t he would not be 
creating new work places.
On relations w ith  the State, co-operatives were bound to fight for 
independence. In  under-developed countrie's, co-operatives needed 
governmental assistance, but they should not forget that governments 
come and go. The Italian example of the government providing money 
at low interest rates to organisations which fulfilled certain conditions, 
was useful.

The final part of the session concen- the movements in the industrialised
trated largely on the possibilities of countries for overseas assistance were
assistance which advanced co-operative extremely limited. Examples were cited
movements could provide to the devel- from the Raiffeisen Group in the
oping countries. It was noted that the Federal Republic of Germany and the
role of a co-operative society was mainly Caisses Desjardins in Canada showing
to serve the interests of its members, their work for developing countries and
and that the resources available within the changes prompted by experience.
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The Raiffeisen movement provided 
practical attachment possibilities to co- 
operators from developing countries in 
Germany at local level and M r 
W E R N E R  S C H IF F G E N , In ter
national Raiffeisen Union (IRU) gave 
details of their experiences since the 
early 1960s. Seminars lasted for nine 
months and consisted of a four-month 
language course, followed by one 
m onth’s theoretical training in all 
aspects covered by the German co
operative movement, three m onths’ 
practical work in the various sectors, 
ending with a m onth’s discussion of 
what they had learned and its appli
cation to their own countries. Although 
the Union had started from a purely 
theoretical conjecture of what was 
required, it had learned a lot from its 
early efforts and, after follow-up of its 
various trainees scattered around the 
world, was well satisfied with the results.

The IRU  had collaborated par
ticularly closely with Turkey for twelve 
years, and with Iran for five.

M r Schiffgen stressed the importance 
of the RaifTeisen-type co-operative, 
which combined credit with other 
services. Conditions in Germany some 
100 years ago had been similar to those 
in the developing countries today; 
Raiffeisen started with thrift and credit 
co-operatives, but soon found that the 
effect of credit could be neutralised by 
increased prices on the part of the local 
traders, so he started buying agricultural 
inputs for sale to members, and from 
then went on to marketing. This 
historical background was useful when 
they were showing visitors from devel
oping countries round the well- 
developed German co-operatives—not

to demonstrate how effective they 
themselves were, but to show what 
could be achieved in over 150 years 
through co-operation.

M r YVON DANEAU, Confederation 
des Caisses Populaires et d ’Economie 
Desjardins du Quebec (Canada) said the 
main purpose of his paper was to 
stimulate discussion and to identify 
possible future areas of activity.

The Desjardins Movement in Canada 
has been active in providing assistance 
to the Third World. Three distinct 
phases can be discerned in its involve
ment with overseas w ork:

(i) Spontaneous activity before 1960;
(ii) Beginnings of a loose structure 

(1960-1970); and
(iii) M ore purposive deployment of 

resources in developing countries.
In  the first phase, Desjardins was 

concerned mainly with providing ad hoc 
technical advice and in sensitising the 
developing countries to the spirit of the 
Desjardins Movement mainly through 
the distribution of documentation and 
information. This work still continues. 
The decade of 1960-70 was characterised 
by the setting up in 1963 of a training 
centre for Co-operatives. This training, 
short term in character, served co- 
operators from developing countries, 
for instance from Ivory Coast, 
Cameroon, Senegal and Tunisia. The 
emphasis has been on providing support 
to training institutions in the developing 
countries rather than on setting up 
parallel institutions in Canada. The 
Canadian Institute for Development 
Research (CIDR) was set up in 1970 
and co-operation has been maintained
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with COLAC in its technical assistance 
programme. There is also participation 
in programmes of rural development 
in several countries.

The points of emphasis as seen by the 
Desjardins Movement are the following:

(i) Focus on the development of 
human resources; and

(ii) The urgent need for co-ordin
ating activities at the inter
national level.

(a) Affirmation of co-operative 
specificity;

(b) A joint strategy for the develop
ment of human resources;

(c) Exchange of operational instru
ments (accounting systems, edu
cational aids etc.);

(d) Co-ordinated response to re
quests for assistance, for instance, 
from ILO , FAO.

A realistic proposal for such co-ordin
ation would have to be evolved.

T he main tasks in the field of inter
national collaboration are:

M r T R U D E L  then introduced the 
final discussion period of the session.

D IS C U S S IO N
M r S. DAS, Assam State Co-operative Bank (India) reminded par
ticipants of his earlier remarks concerning the danger of co-operatives 
merely supporting the capitalist system, and urged the setting up of 
funds by thrift and credit co-operatives for specific purposes, such as 
housing, as a means of aiding the under-privileged sectors.
He also thought that governments should not aid the poorer sectors 
direct but through co-operatives, otherwise co-operatives would be 
weakened.
D r S. K. SAXENA, Director, ICA asked if the Raiffeisen and 
Desjardins movements had carried out any evaluation of their training 
programmes and their relevance to the needs of developing countries.

M r DANEAU replied that their earlier programmes had not been really 
suitable, and they now preferred to give at least preliminary training in 
the trainees’ own countries, using those countries’ existing institutions, 
if necessary bringing in additional support to supplement the available 
facilities. T heir evaluation experience had been very similar to that of 
the RaiflFeisen movement. They worked with the grassroots; for example 
in U pper Volta they had arranged weekend meetings in order to explain 
to the peasants what co-operatives were; they carried out higher level 
training for middle-level cadres. But education was also needed at 
government level: many governments were unaware of what co
operatives could contribute as democratic institutions, and tried to take 
them  over. It  was necessary to set up consultative machinery, with
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the help of the ICA, to enable representations to be made to govern
ments to show them  that a co-operative is an instrument for develop
ment, which could be of great use to their country.

M r. RAJ also took up Dr Saxena’s question on the evaluation of training 
courses. He believed IL O ’s results were positive principally because 
ILO  did not have a standard programme but tried to design programmes 
to meet the needs of individual countries. A few months ago they had 
arranged a meeting of co-operative educators and trainers from South- 
East Asia, to discuss past programmes and give an indication for future 
directions; the feedback from the meeting had been very positive, and 
was now being followed up in the region in a search for new methods. 
M r Raj also mentioned the work being done in educational material at 
grassroots level through a programme called M ATCOM , which was 
proving successful.

M r SC H IFFG E N  said the IRU  had carried out thousands of training 
programmes, and been satisfied with their success. Unfortunately the 
good men they had trained were often replaced at the whim of govern
ments. The only remedy they had found for this was to establish personal 
contacts with government officials, meanwhile insisting on their “private 
co-operative” status, and this had been found effective since the co
operative movement was held in respect by governments in general.
He echoed M r Daneau’s view that more work was needed at government 
level. He quoted a case where bureaucratic obstruction had prevented 
the export of a dairy plant (bought cheap) to a co-operative which had 
requested one. He suggested that co-operative training should include 
training in dealing with governments and government officials and 
making them aware of co-operative achievements.

M r R. B. RAJAGURU, ICA Regional Director for South East Asia, 
said their regional experience supported that of the previous speakers 
concerning the efficacy of training and the provision of training facilities. 
He said the efficacy of any training programme depended on a number 
of factors, of which the most important were: (1) the type of person 
selected and (2) the training course. Both could cause problems: some
tim es the peison sent on a course was not really the person who should 
be receiving the training but had been selected for e.g. political con
siderations; on the other hand, sometimes the programmes had not 
been adapted for the area although the situation in this respect had 
considerably improved due to the strong feedback between trainees and 
training organisations, as for example in the case of IDACA (Institute 
for Development of Agricultural Co-operation in Asia) and the Swedish
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Co-operative Centre, both of which sent representatives to follow up 
the results of training course.
M r Rajaguru confirmed the remarks of M r Daneau and M r Schiffgen 
on the need to find ways and means of exposing policy-makers and 
bureaucracies to co-operative ideas so that they could give the necessary 
support.

Summing up the discussion, M r 
BRAUN emphasised the importance 
given to the training of “m ultipliers” 
by Raiffeisen as well as their stress on

practical training, and M r Daneau’s 
insistence on the need for co-ordination, 
without which the old principle of 
“unity is strength” was meaningless.

3 : The International Interlending 
Programme—Present and Future

Under the chairmanship of M r JO H N  
N IC H O LSO N , President of the W orld 
Council of Credit Unions (W OCCU), 
this part of the programme* was dis
cussed in four parts: 1. a presentation of 
the basic COPAC Report outlining the 
main features of the international inter
lending programme; 2. a description of 
the W OCCU— COLAC Scheme opera
ting successfully in Central and Latin 
America; 3. an indication of the borrow
ing requirements of a co-operative move
ment in a developing country, such 
as India; 4. an outline of the work of 
INGEBA in this field, with some general 
considerations, and an examination of 
some of the issues.

Before talking about the Interlending 
Programme, M r ROBERT HEW 
L E T T , Executive Secretary, COPAC 
(Committee for Promotion of Aid to 
Co-operatives), thought he should 
explain what COPAC was for those 
not acquainted with its work.

COPAC has seven member organis

ations, both private and governmental: 
ICA, W OCCU, both fully represented 
at this conference, also the International 
Federation of Agricultural Producers 
(IFAP), the International Federation of 
Plantation, Agricultural and Allied 
Workers (IFPAAW ), as well as the 
UN  and FAO and ILO. The Commit
tee is served by a small secretariat based 
in Rome, it is not a financing organisa
tion but a body created to promote co
operation and co-ordination among its 
members; he said this to avoid any 
possible misunderstanding.

Concerning the word interlending, he 
thought the word might still be causing 
confusion, although it was widely used. 
There also seemed to be various forms 
such as IC C IP (International Co-oper
ative Credit Interlending Programme), 
IIP  (International Interlending Pro
gramme—which is the W OCCU inter
lending program me); also the preferred
*See Working Papers; Hewlett, p. 160; 
Bailey, p. 163; Grethe, p. 167.
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title, the International Inter-cooperative 
Loan Programme. COPAC has no mono
poly of the word “ interlending” , and is 
not always informed of what is hap
pening in this field, so he could not 
give a complete picture.

M r Hewlett said his paper had not 
dwelt on the credit union aspect, as 
other speakers would present the 
achievements of credit unions during 
the session. Finally, he had been asked 
to make his paper factual, and he had 
tried to do this, with a few general 
comments.

The International Inter-Cooperative 
Loan Programme is a set of proposals 
worked out by two consultants. D r 
George St Siegens and M r Per Steina, 
designed to promote inter-cooperative 
lending between developed and develop
ing countries. T he emphasis of the 
proposals is on credit to small farmers 
to enable them to increase their food 
production for the internal market. It is 
recognised that credit is usually an 
essential factor in promoting such 
increased production, though it needs 
to be combined with various other 
services such as agricultural extension, 
a reliable supply of inputs, suitable loan 
arrangements, equitable land tenure and 
several others. The proposals are not, 
however, confined to short-term  or 
seasonal credit to individual farmers; it 
is considered that loans to small-farmer 
co-operatives for construction of proces
sing plant, storehouses etc. could be 
equally useful and might be cheaper to 
administer and easier to supervise.

T he study also has a more ideological 
starting point in that many co-operators 
in the richer countries feel that the con
siderable financial resources of their co
operative movements, and particularly

those of the co-operative banks, mutual 
credit societies and credit unions, should 
be deployed more actively in support of 
small-farmer co-operatives engaged in 
food production.

When the study was started, it was 
thought that a growing num ber of small- 
farmer co-operatives were already, or 
would shortly be, in a position to seek 
external loans on commercial terms, to 
use them  productively and to repay them. 
This assumption appears, in the light of 
experience, to have been somewhat 
optimistic. Although COPAC members 
and its secretariat have been alert to find 
co-operative projects suitable for con
sideration within the terms of the pro
posed inter-cooperative loan programme, 
with some chance of being acceptable to 
potential lenders, only a few such pro
jects have been identified which are 
currently under consideration by co
operative banks in Europe. T he C O LAC  
Scheme for small farmer credit is, so far 
as is known, the only currently function
ing co-operative loan programme, al
though technical assistance activities are 
canied out by co-operative banks and 
m utual credit societies, sometimes in
volving small loans and grants.

T he consultants in their report 
studied in detail a num ber of possi
bilities for establishing a guarantee fund 
which they considered an important 
element in the growth of the inter
cooperative loan programme. So far, 
however, there has been little indication 
of willingness on the part of co-operative 
financing institutions to undertake a 
commitment of this kind. T heir reaction 
has been to suggest a cautious start with 
two or three carefully chosen pilot 
projects.

M r Hewlett hoped that the ensuing
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discussion would make it possible to 
draw some conclusions from the various 
studies and practical experiences in the 
area of co-operative interlending.

M r A. A. BAILEY, Managing 
Director, World Council of Credit 
Unions (W OCCU), said that many 
brilliant minds during the course of the 
conference had dealt with the philos
ophical and ideological basis for sup
port to the development of co-operation 
in all countries, by other developed 
countries, by governments, and by 
piivate agencies. T he W OCCU paper 
dealt with the practical fact that an 
interlending programme could be estab
lished, it recounted events that had 
already taken place and were continuing. 
It also demonstrated clearly that pro
vided the educational foundation was 
soundly laid, that provided strict atten
tion was given to all the co-operative 
principles (including the principle of 
continuing education), then the chances 
of success over a reasonable period of 
time were good indeed.

M r Bailey described the technical 
assistance programme launched 25 years 
ago by CUNA International (the fore
runner of W OCCU) to assist the devel
opment of credit unions in the rural 
areas of the Caribbean and Latin 
America, to provide production credit 
for small farmers. In  1961 the United 
States Agency for International Devel
opment (AID) decided to support 
technical assistance efforts for the 
organisation and development of co
operative savings and loan associations 
and credit unions, if requested by the 
country concerned. W ith the assistance 
of CU NA /A ID  and other agencies, 18 
countries in Latin America have devel

oped their own indigenous, autonomous, 
national credit union networks and 
national federations, and have formed 
the Latin American Confederation of 
Credit Unions—COLAC.

COLAC started its credit operations 
on 13th May 1972, with a US $280,000 
loan to the Honduran Federation of 
Credit Unions. Nine years later, at 30th 
June 1980, it had already approved 75 
loans amounting to $27.7 million, 
mainly for agricultural and cattle pro
duction, but also for such purposes as 
marketing, purchase of farm supplies, 
fisheries, purchase of vehicles, etc. 
According to its 1980 financial state
ment, COLAC’s assets had increased by 
61 per cent in comparison with the 
previous year, reflecting an increase of 
50 per cent in loans to members.

M r Bailey reminded participants of 
the guidelines and criteria followed in 
building and expanding the In ter
national Interlending Programme (IIP), 
the setting up of the International Guar
antee Fund, and the various other organ
isations involved in the IIP , such as the 
Overseas Private Investment Corpor
ation (OPIC) which provides investment 
guarantees on loans made by US 
organisations.

He closed by saying that W OCCU 
was anxious, willing and ready to co
operate with all agencies operating in 
the field of agricultural credit. I t  would 
not attem pt to duplicate or replace any 
existing programme run by another 
agency. So it offered the friendly hand 
of co-operation to the many agencies 
represented at this conference, which 
were as anxious as W OCCU to prove to 
the world that the problem of credit to 
the small farmer can be met by co
operative thrift and credit institutions.
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M r S. S. PU R I, Secretary, Ministry 
of Agriculture, Government of India, 
hoped he would be forgiven for not 
having provided a written paper for dis
cussion, but there had been two very 
interesting papers already in this ses
sion; the conference’s task had been 
made easy, particularly, by M r Hewlett’s 
paper which highlighted some of the 
more important issues on which com
ment was necessary. M r Puri would 
confine himself to making a few general 
remarks about the situation as he saw it, 
from the point of view of the govern
ment of a developing country.

He first wanted to clarify the term 
interlending; his general understanding 
was that “ interlending” , by definition, 
took place between two lending agencies 
and was subject to a num ber of regul
ations. He therefore assumed that the 
subject being discussed covered both 
interlending and lending, as such, 
between co-operatives or between finan
cial institutions.

In India the borrowing requirements 
of the Co-operative Movement fell into 
three categories:

(1) Credit for short-term or seasonal 
production purposes; a six- or twelve
month loan for purchase of fertiliser, 
pesticides, to undertake agricultural 
operations etc. This type of credit was 
becoming more and more important as 
agriculture became more and more 
commercialised: high-yield strains
needed larger amounts of fertiliser and 
more plant protection; Indian agri
culture currently used 5.14 million tons 
of nutrients each year, and this was still 
only one-tenth of what it ought to be, 
and more short-term  production credit 
was needed to improve the situation.

However this category of credit could 
be generated within the economy, if 
necessary by creating money for the 
purpose, was non-inflationary in charac
ter, was given for the purpose of raising 
a crop and therefore production- 
oriented, and the anticipated crop con
stituted the security for the loan. T here
fore he felt that it was neither satis
factory nor feasible to invoke 
international co-operative support in 
this respect.

(2) Long-term credit for agiicultural 
production schemes for investment by 
individual farmers in new capital equip
ment e.g. tubewells, tractors, develop
ment of groundwater resources etc. In 
this field, credit is available, for example, 
from the World Bank through the co
operative system. Co-operative move
ments of the advanced countries have a 
role to play in this and appropriate facil
ities are available through the Agri
cultural Refinance and Development 
Corporation. The need for this type of 
credit is growing rapidly: M r Puri said 
that at the present time annual invest
ment requirements were estimated to be 
of the order of Rs 3,500 million.

(3) Credit with a view to facilitating 
corporate investment by co-operatives, for 
which external resources are required. 
In  view of the far-reaching develop
ments in the movement in India, these 
requirements are substantial. For 
instance, in co-operative fertiliser pro
duction, the creation of a new unit will 
require about Rs 6-7,000 million. 
O ther examples are warehousing facil
ities and agricultural processing plant, 
sugar factories, spinning mills, milk 
pasteurisation plant and milk processing 
units—so that the farmers who produce
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the raw material may share in the profit
ability of the processing industry. This 
is an area where investment capital is 
badly needed.

M r Puri said that external financing 
agencies previously worked largely 
through the Agricultural Refinance and 
Development Corporation. However a 
new system had been devised whereby 
the governmental National Co-operative 
Development Corporation, as a corpor
ate lender, could receive loan and other 
assistance (true “ interlending”) to 
enable it to finance only co-operative 
organisations (assistance had recently 
been received from the EEC). This 
obviated the problem of repayment, and 
there was no shortage of co-opeiative 
projects in need of such financing. He 
made the point that while there seemed 
no shortage of direct financing of private 
companies, very little finance was 
flowing from the co-operative sector 
abroad to finance co-operative develop
ment.

He would welcome enquiries and 
comments on this type of approach. So 
far external support had been largely 
confined to technical collaboration; 
while this was immensely appreciated, 
a great deal more could be done if 
technical collaboration could be accom
panied by co-operative financing.

It would therefore be seen that there 
were no requirements for short-term 
credit from external sources, no lack of 
projects, and a considerable need for 
corporate investment by co-operatives 
in agro-based industries.

M r D IE T E R  G R ETH E, General 
Manager, International Co-operative 
Bank (INGEBA), said he was speaking 
as a European banker, and also that he 
would not be referring necessarily to 
the Indian situation in what he said. He 
outlined the preconditions for overseas 
investment and some of the risks in
volved. He said that local costs should 
not be financed from external sources, 
careful investment plans should be 
drawn up, goods produced should be 
marketable, returns should be projected 
for 5 years, legal provisions must be 
studied. After these requirements have 
been met, there is then the question of 
examining the integrity, income, and 
finances of the borrowing party. There 
was a need for simplifying legal proced
ures to facilitate foreign investment. The 
risks can be numerous and can be caused 
by floating exchange rates, threats of 
nationalisation etc. At the same time, 
the lending capacity of co-operative 
banks in industrialised countries should 
not be overestimated. There are also 
other agencies such as the World Bank, 
IDA  and OPEC which have much 
greater capacity for finance.

A brief presentation was also given of 
the capital structure of INGEBA, the 
ways it raises resources and its extensive 
ties with sixty of the largest banks in the 
world.

M r Grethe closed by saying that 
INGEBA would do its best, in co
operation with the Banking Committee 
of the ICA, to employ the available 
funds to best advantage in various 
agricultural projects.
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D IS C U S S IO N
In the course of the discussion, which was very practical and concerned 
with specific issues and with the “do’s and don’ts” of international 
lending, various questions were raised. M r BRAUN said it was impor
tant to recognise the various factors which at first sight seemed uncon
nected with the Interlending Programme; he would therefore like to 
put some questions to M r Puri, to make sure he had understood him 
correctly. His questions w ere:—
(1) Which organisation would be the actual borrower?
(2) Would this require changes in the legal framework of co-operatives.?
(3) Would the co-operative movement have the technical means to 
achieve investments, the necessary management, the necessary market
ing service to place products, the necessary techniques to calculate the 
profitability of investments?
(4) According to M r Puri, what would be the term  of the loans— 10,
15 years?—and what would be the rate of interest?
(5) W hat guarantees could the co-operatives give on the legal as well as 
the financial level?

M r PU R I said he was very happy at the interest evinced by the Chair
man, and would reply as follows:—
(1) Who would be the borrower} There were two possibilities: (i) the 
borrower could be the co-operative requesting the facility, and some of 
these were very large by any international standard in terms of capital 
structure, membership, turnover, e tc .; e.g. a co-operative federation 
intending to set up fertiliser production facilities would already be 
involved in production, would have a membership of 30,000 farmers’ 
co-operatives, each with an average membership of 200-300 farmers. 
Alternatively (ii), where a relatively small project was concerned and 
where an individual village might not be in a position to take a direct 
loan, an intermediate borrower would be required, such as a national 
development bureau which uses all its borrowed money for financing 
co-operative projects. This also dealt with question (2).
(3) On preparation o f projects^ techniques, technical feasibility, etc., 
M r Puri said that the Indian co-operative movement had over the years 
built up a great deal of know-how; for example the co-operative sugar 
and textile sectors had on their payrolls some of the best technologists, 
cost accountants, and others connected with the preparation of projects, 
since they were better employers than the private sector; they were also 
recognised by the Government as being more efficient, both technically 
and in matters of repayment. T he National Co-operative Development
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Corporation also had its own technical sections which were available to 
local co-operatives for project preparation.
(4) Repayment term— 15 years was the period for which the Corporation 
financed Co-operatives: no payment was due for the first three years 
to allow the unit time to stabilise, and loan and interest were repaid in 
equal instalments over the remaining 12 years. M r Puri said that, for 
example, sugar co-operatives had no possibility of defaulting on a loan, 
since they invariably had an arrangement by which, for every ton of 
sugar processed, Rs 5 were retained as an additional contribution by 
€ach member in the form of a non-refundable deposit which was added 
to his share capital, and this am ount was independent of the profits. 
Although there had been many cases of default in the private sector, 
there had been none on the part of co-operative institutions.
(5) Guarantees—in India the government guaranteed co-operative 
projects. But the government in turn wanted the guarantee of inbuilt 
devices such as the above, for automatic generation of resources for 
repayment, and they were trying to build these into the system.
M r G R ETH E expressed his thanks to M r Braun for raising the subject 
—which often caused difficulties—of who would be the actual borrower. 
I t  was important to assist farmers, but often difficult to know whom to 
contact.
He had that morning visited an Indian co-operative, and been very 
impressed by its professionalism and that of its management. But he 
wanted to raise a point regarding the length o f the loan, not with reference 
to the World Bank but in terms of his own institution. IN GEBA  re
finances itself on the Euro-market, which has long- and short-term  loans, 
but the maximum period is 5 years because, as banks, they would other
wise incur risks; however, if the bank is willing and no changes in law 
intervene, the loan may be extended for an additional five years.
Finally M r Grethe said he found the fact that the Indian Government 
guarantees external loans to co-operatives, very interesting.

M r S. DAS, Chairman, Assam State Co-operative Bank (India) 
supported M r Puri’s comments on interlending. But while it was clear 
that governments must look at the security aspect of their loans, he felt 
interlending should be an inter-cooperative responsibility in which 
governments should have no part.
M r M O H D . HASSAN WAHAB, Chairman, Co-operative Central 
Bank (Kuala Lum pur, Malaysia) said the Malaysian co-operative move
m ent started in 1922, when the country was under British rule, mainly 
with employees of government departments who faced shortages and
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had no other recourse but the moneylenders. By Independence there 
were about 1,000 co-operative societies, still mainly among workers in 
government and semi-government departments. After Independence, 
the Government of Malaysia actively encouraged fishermen and agri
cultural workers to form co-operatives in order to solve their problems; 
it also gave practical help and training. At present there are some 4,000 
co-operatives in Malaysia, half in the agricultural and fishery field, the 
other half in the field of government service. This has led to the creation 
of two principal national banks, in addition to the State Banks of 
Sarawat and Penang—the People’s Bank and the Co-operative Central 
Bank: the former is financed and supervised by government, mainly to 
meet the requirements of the farmers and fishermen; the Co-operative 
Centra] Bank was set up by the co-operative societies themselves, mainly 
those in the urban zones, and draws its capital from its members who 
are the societies and some individuals.

While the talk had been mainly of financing agricultural projects, his 
own Bank is very much interested in financing housing projects in 
Malaysia, for which the need is increasing. Obviously there is collateral, 
the land and the know-how are there—all they need is money. The 
Bank is trying to obtain this money, but cannot go to the commercial 
banks because of the diff’erence in their respective rates of interest. Any 
financial arrangement made would not need government guarantee 
because of the existence of collateral; and no foreign element is involved 
because most of the materials required can be purchased in Malaysia. 
All it needs is a straightforward loan, so that it can lend to its member 
societies to meet their members’ desire for home ownership.
M r Hassan Wahab hoped he would get some positive response from 
the floor, which could lead to further contacts later on.
M r BRAUN said he had taken note of this request, and would examine 
it.

The session chairman, M r N IC H O L - interlending programme; he said that
SON, suggested that the discussion be two important elements in its success
continued the following day, during the were: (a) that the loans went entirely
session on Co-operatives as Banking through credit union channels, and (b)
Institutions. This was agreed. the O PIC guarantee.

He asked M r Hewlett to summarise He was pleased that the contributions 
the discussion. from M r Puri and M r Grethe had

stressed practical details of interlending. 
In  his summary M r R. H E W L E T T  as the programme had been discussed in

(COPAC) referred to the considerable theory for so long. He noted that M r
achievement of the W OCCU/COLAC Puri had appeared to reach the same
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conclusion as the consultants in their 
Report, namely that credit to co
operatives for investment purposes must 
be the basic element of the interlending 
programme.

There had been considerable agree
ment that external loans should not be 
undertaken to cover internal costs.

Finally there had been no discussion 
of the more ideological questions 
involved. Listening to the discussions, 
he thought this was because co-operative 
financial institutions in the developed 
countries felt they should be doing more 
to assist in the developing countries. 
They had not codified how this should

be done, but the feeling seemed to be 
that it should be through ordinary loans 
under normal conditions between co
operatives in the developed and develop
ing countries. However there m ust be 
guarantees, and in the absence of such 
guarantees assistance m ust take other 
forms such as concessional terms or 
loans through governmental agencies.

M r Hewlett felt that loans should be 
kept distinct from outright aid. Ob
viously outside aid still had a large role 
to play, but it was hoped that they were 
moving towards a situation in which 
more and more normal financial 
exchanges would become possible.

4 : Co'operatives as Banking Institutions
The subject was presented in a series 

of statements produced by co-operative 
banks and credit unions in the UK, 
France, Argentine, Israel and Canada, 
and also from INGEBA. The main 
features of these statements can be 
summarised as under.

There is a wide variety of services 
provided by these financial institutions 
to their members and also to the general 
public. As co-operative organisations, 
they are of course subject to control by 
their members. Moreover, it is in the 
nature of co-operative organisations to 
make relevant information available to 
their members. Sometimes these efforts, 
necessary though they are, add to the 
operating cost of the organisation.

Democracy has to be combined with 
efficiency and a web of reciprocal obli
gations has to be created and maintained 
between the members and these organ
isations. Due to the rationalisation and

amalgamation process, often dictated by 
conditions of economy and intense 
competition, there is a problem for the 
individual member to be able to influence 
and identify his own role in these large 
financial bodies. Extra efi^orts are, there
fore, needed, and practised by a number 
of organisations, to ensure a free two- 
way flow of information and exchange.

T he second problem is the relation
ship of the Co-operative Banks with the 
State. Co-operative organisations do of 
course, jealously guard their indepen
dence from the State. At the same time, 
as financial bodies they are subject to the 
banking regulations of the country.

A number of technological inno
vations have greatly benefited co
operative financial institutions especially 
data processing and telematic pro
grammes. This has enabled members, 
for instance in Canada, to watch and 
participate in members’ meetings from
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their own homes through internal 
television circuits. Information can be 
quickly and easily disseminated among 
the various branches of the Bank and 
financial data can be made available to 
the managers of individual credit 
unions through a centralised operation. 
In  the Banques Populaires in France 
there is currently a programme of 
“ Co-operative Renewal” in hand 
intended to achieve the greatest possible 
members’ participation in the organ
isation.

Some indication was also given of the 
connections which some of these insti
tutions have with co-operative move
ments in the developing countries.

T he session was opened by the chair
man, M r M. G. HESS, Secretary of the 
ICA Banking Committee, who con
veyed the greetings of D r W. Hessel- 
bach. Chairman of the Committee. M r 
Hess said the num ber of speakers in this 
session would not allow time for 
questions, which should be put to the 
panel in the afternoon session. He then 
introduced the first speaker.

A succinct account of the services 
offered by the Co-operative Bank of the 
UK, was given by M r DAVID 
MAXEY,* its Director and General 
Manager. He mentioned the agency 
facilities provided by local consumer 
societies’ shops in the U K, as well as the 
Bank’s international links and its con
nection with London banking services, 
which could be of use to co-operative 
institutions overseas.

institutions, and also their somewhat 
precarious position outside the banking 
world. He described the changes he 
thought would come about as the result 
of the new technology, but stressed the 
importance of maintaining the co
operative spirit.

In his address, M r A N D R E 
CHOM EL,* Union du Credit Co- 
operatif (France), concentrated on 
relations between co-operative credit 
institutions and the State. He said tha t 
co-operatives in this field should not be 
offended by State intervention, since 
banking institutions in particular had 
considerable influence on monetary 
conditions, and clients’ deposits m ust 
be safeguarded. He expressed interest 
in the problems analysed by M r 
Madiman and M r Raj during the first 
session, with their suggested solutions, 
and thought this method could be 
relevant to the experience of the 
developed countries.

In many countries thrift and credit 
unions were considered as a public 
service; they had specialist knowledge 
of certain sectors, such as social 
economy, agriculture, fisheries, etc., and 
this should give them a strong hand in 
their dealings with the State. As 
structures became more centralised, co
operatives would present a broader 
front to restrain excessive State inter
ference; in M r Chomel’s view, the 
development of their relations with the 
State could result in making the State 
institutions more co-operative in nature.

M r LO U IS OGER,» Chairman of the 
Federation du Credit M utuel (France), 
dealt with some of the legislation 
affecting French co-operative credit

T he paper presented by M r J. P. 
M IEGE,* General Manager, Banque
*See Working Papers: Maxey, p. 194; Oger 
p. 178; Chomel, p. 181; Miege, p. 186
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Centrale des Cooperatives et des 
Mutuelles (France), described the 
Bank’s relations with the French con
sumer co-operative movement and the 
support it was able to give. M r Miege 
apologised for the paper’s rather tech
nical nature, but thought these details 
might be useful to other institutions 
finding themselves facing a similar 
situation in the future.

M r D IE T E R  G R ETH E, General 
Manager, INGEBA, who had not sent 
in a paper on this subject, said he was 
not going to talk about his Bank but 
about what seemed to be the subject of 
main interest in this session, Co
operatives and the State.

M r Grethe reverted to the point 
made by M r Chomel, that while govern
ments undoubtedly influenced the 
functioning of co-operatives—not only 
through specific legislation, monetary 
policies, etc., but through the general 
legislation and policies which affected 
the day-to-day lives of the ordinary 
individuals who were the co-operatives’ 
members—co-operatives and co-oper- 
ators could and should also exert their 
influence on governments, and on the 
economic and political orientation of 
their own country.

He mentioned a few specific points 
on which he thought co-operators, as 
free individuals, had the right to 
influence government policies; cultural 
and educational activities; food pro
duction—he mentioned figures showing 
the growing disparities between popul
ations and food levels; increasing conflict 
in great power politics—which led the 
developing countries to spend more on 
armaments than they could afford, and 
the industrialised countries to allocate

vast sums to defence at the expense of 
aid to the T hird  World.

All these matters were of vital con
cern to co-operators, and co-operatives 
m ust seek representation with govern
mental bodies at every level to ensure 
not only favourable conditions for their 
own functioning, but that their mem
bers’ opinions on these matters were 
made known. M r Grethe also thought 
co-operators should make their in
fluence more widely felt internationally; 
for example, the total fuel bill of the 
developing countries was greater than 
the aid given to the Third World by the 
industrialised countries, and the only 
way to improve the economic condition 
of their populations was to convince the 
OPEC countries that they should grant 
favourable terms to these countries for 
the sale of fuel oil, thus eliminating 
fresh sources of conflict.

M r Grethe said it had not been his 
intention to open new paths for co- 
operators, but merely to show how far 
their daily lives were influenced by the 
State, and that they as co-operators 
were called upon not only to act on 
these policies but to influence them  as 
far as possible.

M r JEAN DESVERGNES,* Banques 
Populaires (France), spoke of the two 
inherent handicaps of people’s banks as 
compared with their commercial 
counterparts, the generally small size of 
their clients’ accounts, and the fact that 
co-operative institutions by their very 
nature had to spend more money on 
information and member relations. 
However, while they must be efficient 
as banks, the most important was to 
promote the solidarity of their members
*See Working Papers: Desvergnes, p. 188.
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and to fulfil their expectations. Only in 
this way would the co-operative ideal 
remain a profound reality, not only of 
the past, but also for the present and 
the future.

M r JACOBO LAKS,* Instituto 
Movilizador de Fondos Cooperativos 
(Argentina), presented a paper showing 
the widespread reorganisation which 
had united the Argentine co-operative 
credit movement in 1977 in its fight 
against restrictive legislation. He des
cribed the present structure and thought 
the wealth of experience gained could 
be of interest to other co-operative 
credit organisations.

M r GEORGE MAY,* Chief Exec
utive Officer, Canadian Co-operative 
Credit Society (CCCS), gave an account 
of the Canadian co-operative credit 
movement. The CCCS is a national 
finance organisation, independent of the 
government, although it collaborates 
with the government in the study of 
economic and political factors affecting 
the general commercial environment. 
It has always been interested in develop
ment, in Canada and the Third World.

One of M r M ay’s points was the 
importance of retaining the interest of 
local societies in training schemes for 
visitors from developing countries; 
centralisation of training courses, etc., 
had resulted in loss of grassroots 
support, and they were now trying to 
reverse this trend by involving the local 
autonomous societies more deeply in 
such training, to give them  a greater 
understanding of the philosophy of 
international development.

CCCS is interested in the redistri
bution of resources, both nationally and

internationally. It  has resources to 
provide loans and subsidies to those 
below a certain income level at half the 
market rate, and is trying to develop 
thrift and credit organisations among the 
native peoples. It  also takes a strong 
position in Canada concerning aid to 
developing countries, and hopes that 
much of such aid will be devoted to co
operative development, especially of 
thrift and credit societies, where its 
own expertise can be of use.

He had been very interested in 
learning about the co-operative move
ment in India, with its history and 
traditions. He felt that the movements 
in the developing countries had much 
to contribute to those of the developed 
countries since the former, though often 
less developed financially, could have 
internal resources which the latter 
lacked. It was also essential to under
stand the situation in the developing 
countries, because if aid was measured 
in dollars only, they would miss a 
significant aspect of the thrift and credit 
movement internationally. Redistri
bution of resources could work both 
ways. Finally M r May expressed the 
hope that an International Co-operative 
Financial System would be created in 
the not too distant future to reinforce 
the sense of solidarity among co- 
operators throughout the world.

The last speaker, M r G IL  SHAAL,* 
European Representative of Hapoalim 
Bank (Israel), described the Israeli 
experience where the co-operatives, 
closely allied to basic socialist con
cepts, control approximately one-fifth
*See Working Papers: Laks, p. 169; May, 
171; Shaal, p. 191.
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of the country’s wealth in terms of 
GNP, economic activity and employ
ment. Here the movement is part and 
parcel of the Trade Union Movement 
represented by the Histadrut. The co
operative economy pioneered the estab
lishment of industrial enterprises, con
sumer co-operatives and co-operative 
housing projects in developing areas, 
assuming not only the entrepreneurial

function but also a large part of the 
financing as well as the administration 
of these projects. At the same time Bank 
Hapoalim was the first to open up 
branches in developing areas in the 
country. T he financial aspect of these 
activities necessitated a large degree of 
co-operation between the State and the 
Bank regarding the allocation of re
sources.

PANEL DISCUSSION
U nder the chairmanship of M r W ERN ER SC H IFFG E N  (International 

Raiffeisen Union) the panel consisted of the following:
M r J. D. G IN S 
M r M. G. HESS

Mr J. LAKS

M r G. MAY 
M r G. SHAAL

Union du Credit Cooperatif (France)
Bank fiir Gemeinwirtschaft (FRG) and Secretary, 
ICA Banking Committee
Instituto Movilizador de Fondos Cooperativos 
(Argentina)
Canadian Co-operative Credit Society (Canada) 
Bank Hapoalim (Israel)

There was a brisk interchange 
between delegates and the panel. Ques
tions related to; the co-ordinating role 
of the International Liaison Committee; 
a description of the Bank fiir Gemein
wirtschaft (BfG) a commonweal bank 
in the Federal Republic of Germany; 
the new technological development 
(especially data processing) facilitating 
communications for banking purposes; 
the importance and nature of guarantees 
which in the case of developing countries 
like India should also include forward 
and backward linkages; the essential 
independence of co-operatives even if as 
financial organisations they are subject 
to government supeivision; the legal

structure affecting banking operations; 
the adequacy or otherwise of the 
classical co-operative approach in devel
oping countries; the possibility of 
obtaining concessionary finance by dev
eloping countries from advanced 
countries and generally the liberating 
influence of proper credit. Above all 
thrift, which tended to be relegated to a 
subordinate position, m ust remain the 
basic element for the origin and growth 
of a thrift and credit society.

The first speaker. D r P. W. REGE 
(President, National Federation of 
U rban Co-operative Banks & Credit 
Societies, India), wished to comment on
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the papers of Messrs Oger, Desvergnes 
and May.

M r Oger had pleaded for flexibility 
in relations with government. The co
operative movement in India felt there 
was rather too much government inter
ference. Government assistance was 
almost unavoidable, but only too often 
“ the clanking chains of bondage” 
accompanied “ the coin of the realm” . 
M r Oger had called this “ tutelage” , but 
the Co-operative Registrar in each 
Indian State had almost unlimited 
powers. There were three stages of co- 
operative/State interrelation: (1) the
right of observation by the State, (2) 
participation, and (3) complete control. 
He hoped the conference would come 
to a conclusion about the ideal degree 
of government supervision.

M r Desvergnes had mentioned the 
dual nature of co-operative banks: in 
the sense that they must maintain their 
co-operative character, making available 
low-cost credit to their members, but 
also must make a profit; and also in the 
sense that they were governed by both 
co-operative and banking legislation. 
In India this meant dual control: as a 
financial institution they were governed 
by the Reserve Bank of India, but were 
also subject to control by the Registrar 
as a co-operative institution. Unfortun
ately the demarcation between these 
two authorities was not always clear, and 
overlapping caused difficulties.

M r May had said that democracy and 
the free market made uncomfortable 
bedfellows, and there was some tiu th  in 
this. But until co-operatives had the 
potential to take over the entire economy, 
D r Rege supposed the mixed economy 
must be accepted as an unavoidable 
evil.

His final point—in this entire con
ference, so much emphasis on credit and 
so little on thrift. Nowadays it was a 
borrower’s market, but co-operatives 
had started by inducing their members 
to save in order to reap some benefit, 
and it was high time they came back to 
the path of thrift.

The various views, solutions, strate
gies, organisational set-ups and sugges
tions for co-opeiation in the field of 
credit reminded M r D. W IN D  (Rabo
bank, Netherlands), of a cacophony of 
co-operative music which could be 
effective only if it came to a harmonious 
finale. In  his opinion, there was no 
need for creating new organisations, 
more bodies operating in the thrift and 
credit field, but there ivas need for 
greater co-operation between the exist
ing ones. The conductor already existed 
—it was the cry of the poor people in 
their struggle for life, of which all co
operative organisations were fully 
aware.

W hat was needed was a co-ordi
nator to lead this orchestra of well- 
equipped organisations into a harmon
ious gioup, to enable them to come into 
action and use their instrum ents in the 
best possible way, thus contributing— 
as the Indians said—to “peace, progress 
and prosperity” . And the co-ordinator 
could be the International Liaison 
Committee.

M r W ind called for more opportun
ities similar to this conference for 
exchange of information so that they 
could learn from each other, for more 
discussions on the practical steps which 
could be taken to further the advance
ment of people who at present barely 
existed.
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Commenting on the two previous 
speakers, M r HESS (Panel) thought 
how fortunate it was that delegates came 
from so many different places, with 
different conditions and different out
looks. He mentioned this in relation to 
the situation in Germany which dif
fered from that in most other countries. 
In the Federal Republic they had a 
tradition of close links between the 
consumer co-operative and trade union 
movements which went back over a 
hundred years, and this had brought 
into being the Bank fiir Gemeinwirtschaft 
for which he had the honour to work; 
the title was translated as Bank for the 
Commonweal Economy in English, 
Banque de V Economie de I’lnteret 
Generale in French, i.e. a Bank working 
for the benefit of the public. The Bank 
had undergone some changes in owner
ship and was now owned by a holding 
in the hands of the trade unions, while 
itself a shareholder in the central holding 
organisation of the consumer co
operatives. However his main point, 
which related to the paper presented by 
Mr Chomel, was that the Bank was 
willing to forgo a part of its possible 
profits if, by so doing, it could benefit 
the public in general: it had tried to be 
a pioneer in charging the lowest possible 
rates of interest on small credit, and in 
granting the highest possible rates of 
interest for thrift, especially for small 
savings. This was the Bank’s philosophy, 
and he thought it important. They were 
often asked whether they were a co
operative bank or not; M r Hess thought 
that—as with others of similar size— 
legally they were not, they were a 
limited company. Nevertheless he felt 
that in their daily work and the attitude 
of their employees, they could not be

compared to the normal bank because 
they had this different outlook, this 
different philosophy and this different 
goal.

M r J. T E IC H E R T  (EEC) wanted to 
know: (1) what M r Hess meant by “ the 
public” when the BfG appeared to cater 
mainly for the needs of consumer co
operatives; (2) was the Bank in fact 
democratically controlled?

M r HESS said: (1) he had not 
wanted to go at length into the history 
and development of commonweal bank
ing. They were doing normal banking 
business, financing any enterprise 
which, after due scrutiny, was con
sidered worth financing from a banker’s 
point of view, i.e. they served the 
economy as a whole. But within that 
framework the Bank had a special 
obligation towards those who had set it 
up, and especially towards the consumer 
co-operatives who needed it. Therefore 
the Bank W'as serving the majority of the 
population, which is normally under
stood as “the public” . Perhaps he had 
not made himself clear on this point.
(2) On the control of the Bank: under 
German law a Bank is controlled by a 
Supervisory Council which in turn 
appoints a Board of M anagement; once 
appointed, the latter is virtually inde
pendent. The Supervisory Council is, 
under the co-determination law, com
posed equally of representatives of 
employees and of shareholders. Since 
the trade unions are democratically con
trolled, it follows that the people 
elected by them to sit on the Super
visory Council are also democratically 
controlled, so M r Hess thought there 
could be little doubt about the demo
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cratic control of the BfG.
M r Hess added that the trade unions 

had provided funds for the BfG 
because they felt that commonweal 
enterprises (consumer co-operatives also 
came under this heading because they 
influenced market prices for the benefit 
of the public, as did co-operative 
insurance) performed a valuable task 
which benefited the working popul
ation as a whole.

On the n ew  technology, M r MAY
(Panel) commented that many move
ments continued to regard data pro
cessing merely as a sophisticated 
accounting system, of benefit mainly to 
management. In  Canada they were 
beginning to discover other uses, such 
as offering more member participation 
and involvement by making it possible 
for individual members to link their 
own television sets into the co-operative 
General Assembly.

One disadvantage of data processing 
was that, with more interlinked systems, 
individual co-operatives felt they were 
losing their autonomy, and this was 
causing concern.

Several speakers dwelt on the subject 
of guarantees. M r G IN S (Panel) said 
that one way of safeguarding deposits 
was the normal banking practice of 
spreading loans—geographically, and 
over more than one co-operative sector. 
However the problem arose when it was 
a case of lending to co-operatives with 
limited capital resources and managed 
by people of goodwill but lacking in the 
necessary skills. One solution put 
forward that morning, was that a bank 
should organise a mutual guarantee 
amongst the various co-operatives who

were its borrowers, so that if one co
operative defaulted, the others paid in 
its stead. This could only work with a 
long habit of solidarity, but it was one 
advantage which the co-operative bank 
had over the ordinary commercial bank. 
A bank m ust provide some guarantee 
for its depositors, especially if deposits 
were used for commercial loans which 
provided a certain amount of risk, other
wise it would lose their confidence. It 
must of course require audited financial 
statements from its borrowers, and this 
was often organised by the movement. 
M r Gins felt that credit should also be 
used as a means of education in manage
ment and financial control, if necessary 
through other co-operatives, so that 
the strong helped the less strong, and 
this was the true guarantee. It  was also 
possible sometimes to lend through 
intermediary organisations. W hen co
operatives needed help, co-operative 
credit institutions could not stand by 
and do nothing; what had worked in 
one country might work in another; 
innovation was needed, in their own 
countries and perhaps later inter
nationally—and this was the advantage 
of a conference such as this.

M r ISID O R E D ’SOUZA (Reserve 
Bank of India) pointed out that guaran
tees should not be looked at only in the 
financial and legal sense. In  World 
Bank development programmes, and 
when banks were linked with State 
development programmes, there were 
certain other forward and backward 
links which m ust be assured to make the 
credit programme successful. In  India 
they were experimenting with area 
planning which involved all the various 
bodies concerned in a programme, who
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could look into the technical and com
mercial feasibility of the project in a 
way which would not be possible for the 
co-operative bank on its own. So 
forward and backward linkages—sup
port services—were an essential com
ponent of any development programme.

He emphasised that governments 
must be regarded as partners in all such 
activities, since nothing could be done 
without their effective support.

M r BRAUN, returning to the 
question of Co-operatives and the  
State, said that as associations of 
individuals, co-operatives deserved sup
port from the State because this was the 
best possible way of organising a 
democratic process. He agreed with the 
previous speaker that the State should 
be considered as a partner, but it should 
not be allowed to dominate co-operatives 
any more than political parties, churches 
or other organisations. If  co-operatives 
were to remain independent, they must 
organise their own financial control, by 
the members through the board of 
directors, and through a system of 
inspectors. However thrift and credit 
co-operatives must expect to come 
under a certain amount of government 
regulation, since they are connected 
with the money supply which is a 
matter of State policy.

On guarantees M r Braun said it 
was essential to proceed step by step : a 
village could organise its own collective 
guarantee for the savings of all—there 
were various formulae which could be 
applied. Only when village societies 
were well established should they join 
together to provide a larger guarantee 
fund, which as it developed would 
require employees and then more

sophisticated equipment. This was far 
better than organising credit co
operatives from above, which could 
only lead to disappointments: people 
must learn to take their destiny in their 
own hands. Eventually this could 
spread internationally but, as their 
Netherlands colleague had said, each 
must learn to play his own instrum ent 
properly before they could produce a 
harmonious whole. He agreed with M r 
Wind that the co-operative ideals were 
the only ‘conductor’ of co-operation; 
but the International Liaison Com
mittee was the appropriate body to 
co-ordinate the orchestra, as its task 
was to provide for the exchange of 
information and experience, to find out 
what made one co-operative fail and 
another succeed. Co-operatives could 
help each other, not only technically and 
financially, bu t because they came from 
all kinds of political, social and religious 
backgrounds, yet shared a common goal. 
W hat other organisation could make 
the same claim?

M r SHAAL (Panel) thanked M r 
Braun for his comments with which he 
agreed, but also wanted to stress the 
question of involvement. Speaking from 
the experience of his own country, and 
also the German experience which had 
developed on somewhat similar lines, 
he felt strongly that although the 
independence of the co-operative move
ment was a desirable goal, they must 
not lose sight of the social and ideol
ogical basis for their activities.

M r LAKS (Panel) mentioned three 
general ideas which he considered 
important in connection with their 
present subject: (1) the opportunities
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created in the past few years made it 
possible to face the requirements of a 
New International Economic Order to 
bring about a better, more just distri
bution of wealth between nations and 
people; (2) efficiency and democracy 
went together and must keep together— 
it was necessary to find means of 
increasing participation of members in 
the management and control of their 
institutions and to strengthen training 
and education; (3) the co-operative 
movements in the developing countries 
needed economic and financial aid to 
carry out their programmes—assistance 
could usefully be made available espec
ially in the technological field, computer 
processing and management, provided 
this was done in keeping with the needs 
of individual countries.

M r T E IC H E R T  (EEC), fully sup
ported M r Shaal’s remarks concerning 
the need for not losing sight of the 
underlying ideology, but the question 
of guarantees was of vital importance. 
D r Rege had said that co-operatives 
should start with thrift, with credit 
following later—but the position earlier 
in Germany had been the same as in 
India and many other developing 
countries, where people did not have 
enough to save, nor could they obtain 
credit except from the moneylenders. 
Then they discovered the basic idea of 
credit co-operation, and by pooling 
what little they had in the way of non
monetary resources, they could put this 
together as a guarantee to get credit 
from a bank at the normal rate of in terest; 
bu t each individual had to stand with 
everything he owned for the obli
gations and debts of the co-operative, 
and to do this he had to have faith in

the co-operative.

M r M O HD. HASSAX WAHAB 
(Co-operative Central Bank, Malaysia) 
added to his earlier remarks on his 
country’s co-operative movement by 
saying that relations between co
operatives and the State in Malaysia 
were simple; societies in the fishery and 
agricultural fields had their own organ
isations and were guided and super
vised by government agencies. T he 
members of his Bank came mainly 
from the urban zones, and although the 
government supervised, it neither con
trolled nor interfered; it would not even 
step in to liquidate a society, so mem
bers weie fully responsible for running 
their own societies. In  order to ensure 
democratic control, there was a law that 
no member of a co-operative committee 
or director of a society could hold office 
for more than six consecutive years.

He had a question for M r Maxey on 
the lega l position of the Co-operative 
Bank in the U K  with regard to cheques. 
M r Maxey had mentioned that his bank 
had the privilege of clearing its own 
cheques; M r Hassan’s bank, with its
90,000 members, could not introduce its 
own cheques because it was registered 
under co-operative not banking law.

In reply, M r MAXEY (Co-operative 
Bank, UK), said that most co-operative 
societies in the UK  are registered under 
the Industrial & Provident Societies Act, 
as presumably also in Malaysia. He had 
mentioned in his paper that in 1971 his 
bank became a separate legal identity 
(having previously been legally a depart
ment of the Co-operative Wholesale 
Society), and it then registered under 
the Companies Act instead of the
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Industrial & Provident Societies Act. 
I t  became a clearing bank in 1975 and 
no longer had to rely on a competing 
bank to act as its agent. T he Bank is of 
course subject to normal banking 
regulations.

Most co-operative banks issued their 
own cheques, and many had been fully- 
fledged members of the clearing-house 
for several years.

M r KANG (Asian Confederation of 
Credit Unions, ACCU) described the 
plight of the tiny village communities 
in Korea with which he worked, 
aboriginal peoples in the mountains 
far from banking facilities, too small 
and lacking in skills either to qualify for 
a government guarantee or to cope with 
the complicated paperwork involved in 
applying for an international loan, which 
was their only hope of development. 
M r Braun had talked about guarantees 
being the responsibility of all the 
individual members of a co-operative, 
and he felt this should be extended to 
the international level. He had tried to 
help one such group, and found little to 
choose between the co-operative bank 
and the commercial banks in the matter 
of guarantees and interest rates. In ter
national co-operative institutions ap
peared unwilling to take risks, but 
although co-operatives operated, not for 
charity, not for profit, but for service— 
this service must include some risk, at 
least in the early stages.

His second point: it had been men
tioned that multi-purpose co-operatives 
were likely to be more viable than single- 
purpose. But, for the people he had 
been talking about, even a single
purpose credit co-operative appeared 
unbelievably complicated, and it took

a long time to help them  to understand 
the philosophy and principles of co
operation; the concept of a m ulti
purpose co-operative would be far 
beyond them. This had to some extent 
been proved in the Philippines, where 
the government had tried to start a 
multi-purpose co-operative in every 
village; they spent a lot of money, 
usually they failed, but they still came 
back to start again. The multi-purpose 
co-operative was so complicated and 
needed such delicate managerial skills 
that it was liable to be taken over by an 
elite or by an ordinary business group— 
and this had often happened. But 
starting with a single-purpose co
operative, with the growth of ability 
would come other skills, and by then 
the capital might be available to enable 
them to extend. But they needed the 
initial capital. And in all probability 
this would not be lost, because people 
would appreciate it and make every 
effort to repay the loan.

Listening to the previous speaker, 
M r HESS (Panel) wondered whether 
the classical thrift and credit society was 
perhaps no longer adequate in the 
present state of development in the 
world. Different instruments were 
needed in order to help more people: 
financial institutions able to raise money 
on the capital market in order to channel 
this money into co-operative organ
isations. This again gave rise to limi
tations; it had been mentioned that 
even some co-operative finance insti
tutions were averse to taking risks, and 
this was possibly because they had to 
work within the framework of the 
capital and financial market and the 
banking community as a whole. But M r
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Hess felt only that, in addition to the 
classical thrift and credit co-operatives 
with their organisations, further instru
ments were needed within the co
operative movement in the broadest 
sense, in order to do what had to be 
done, especially in view of the wonderful 
definition of a co-operative quoted by 
M r Kang.

M r HASSAN (Malaysia) referred to 
M r Kang’s attempt to get a loan from 
external sources—presumably from a 
co-operative group—and his remark 
that something must be lacking globally 
in the co-operative movement. M r 
Hassan said he knew there were risks, 
and they did not want charity: what 
they w'ere seeking w'ere concessionary 
terms, perhaps from a developed 
country with a strong financial co
operative organisation. Pei haps this 
should be the idea: they didn’t want 
free money, they didn’t want co
operatives to lose their money, but they 
would appreciate concessions.

M r M. M. VYAS (Gujarat State Co
operative Bank) asked: (1) how the 
selling capacity of the small and marginal 
farmers could be increased; unless they 
had finance from outside, they would 
never be able to produce a saleable 
surplus; (2) economic prosperity often 
brought with it other problems: how 
could this be achieved without the 
farmers losing their peace of mind?

On the first point, M r BRAUN 
thought that improving production in 
order to have a surplus presented two 
completely separate problems. First the 
agricultural sector m ust be developed, 
which meant irrigation, fertiliser, stor
age facilities, and this required State

intervention. But reorganisation of land 
allocation was also required, so that 
less time was spent in travelling and the 
farmer had a reasonable acreage all in 
one place. At a later stage they could 
pool products for storage and sale, thus 
helping each other and increasing pro
ductivity. Individual savings probably 
came last. But it was not possible to lay 
down any general rule; the situation 
varied so much in different countries. 
W hat they all had in common was the 
desire to help each other in order to 
laise the standard of living; he thought 
this was a difficult question which he 
had attempted to answer with humility 
and frankness.

On M r Vyas’ second point, M r 
Braun could only say that a man’s 
happiness is created by man himself.

The CHAIRM AN thanked the mem
bers of the Panel and also the particip
ants for their contributions to the 
discussion.

In  closing the session, M r BRAUN 
said the afternoon’s discussion had been 
very fruitful and had brought to light 
some complex problems.

T he role of the co-operative credit 
institution had become more important 
in the world. Commercial banks were 
no longer able to lend their surplus 
liquidity all over the world, because 
w'hen their governments took a closer 
look at their surplus balance of pay
ments, they found that many countries 
were no longer solvent and m ust borrow 
more finance in order to service their 
existing debts. Therefore he felt that 
the thrift and credit co-operative, with 
its organisation of solidarity, was an 
important factor in the provision of
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credit to set men free. He believed that 
the risks were not great, because they 
were dealing with the poorer elements

of society who always repaid their loans. 
He had faith in men and he had faith in 
co-operatives.

Final Session
Chairman: Theo Braun

Report of the Conference
Presented by Dr. S. K. Saxena, Conference Rapporteur

D r SAXENA then presented the 
Summary Report* of the Conference 
which he had prepared with the assis
tance of the Drafting Committee and 
which had been distributed to particip
ants. He said he would not go into the 
details of the Opening Session and 
the session on Changes in  the Social 
and E conom ic Environm ent, as the 
papers presented during the latter had 
been distributed and there could be 
little discussion on the contents of these 
two sessions. He highlighted the main 
points of the other sessions as follows:

The N eed s o f  the U nderprivileged
— The FAO paper which mentioned 

the World Conference on Agrarian 
Reform and Rural Development, the 
limitations to which co-operatives 
are subject in their operations, the 
need for innovation, and various 
approaches which could be adopted.

— The ILO  paper which dealt with 
thrift and credit co-operatives as 
providers of employment, the contri

bution of industrial co-operatives, 
the role of the IL O  and U N ID O .

— A suggestion by M r Catalano (Sec
retary to the International Com
mittee of W orkers’ Productive and 
Artisanal Societies) that a com
mission should be appointed to study 
the relationship between thrift and 
credit and workers’ productive co
operatives, with support from the 
U N  agencies.

— Urban poverty and the need for 
government assistance.

— Collaboration and assistance schemes 
for developing countries.

The International Interlending
Program m e
— Details of the COPAC Report and 

the underlying ideology.
— T he COLAC scheme for small 

farmer credit.
— The nature of Indian credit require

ments.
— The “ do’s and don’ts” of co-opera

tive interlending.

*Dr. Saxena’s Summary Report gave a detailed account of each session. To avoid duplication, 
it was thought best to use the text as the basis for the Summary of Proceedings and it is there
fore not reproduced here. A slightly abridged version of the original Report appeared in the 
Review of International Co-operation No. 2, 1981.
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— T hat the resources of the co-opera- 
tive banks in the industrialised coun
tries should not be over-estimated; 
other agencies, World Bank, IDA, 
OPEC, have a greater capacity for 
finance.

— The importance of defining who is 
the “borrower” .

Co-operatives as Banking
Institutions
— T he wealth of documentation on co

operative banking institutions in the 
developed countries which had been 
prepared for the conference.

— Relations between co-operatives and 
the State.

■ T he Israeli experience, with regard 
to co-operatives and the State.

- In  certain development conditions, 
the co-operative movement operates 
projects in partnership with the 
State.

- The need for thrift, which has 
tended to be relegated to a sub
ordinate position, to remain the 
basic element in the origin and growth 
of a thrift and credit society.

- The need for the creation in the not 
too distant future, of an International 
Co-operative Financial System which 
would reinforce the sense of solidarity 
throughout the world.

Discussion
During the discussion on the Report, 

the following additional points were 
made:

The Needs o f the Underprivileged: 
concessionary rates for small and 
marginal farmers could involve some 
form of subsidy; housing, while an 
obvious priority, required longer term 
credit than that normally provided by 
thrift and credit co-operatives; in spite 
of poor conditions, the Indian farmer 
had contributed almost one-third of the 
total finance requirements of the co
operative sector; the importance of 
education and more efficient banks, in 
inducing thrift; the fact that the co
operative movement nowadays tended 
to be a members’ rather than a people’s 
movement; the tendency of govern
ments in developing countries to use 
rather than recognise the services pro

vided by the co-operative movement; 
the fact that little mention appeared to 
have been made of the Raiffeisen 
Movement outside the Federal Republic 
of Germany; many co-operative banks 
had been training individuals from over
seas for a considerable period (the UK  
Bank had done so for 35 years).

Co-operatives as Banking Institutions: it 
should not be assumed that thrift and 
credit co-operatives w^ere always success
ful in maintaining independence from 
the State, either in developed or devel
oping countries—they tried to retain 
their independence and often helped to 
shape social and economic policies; the 
problems caused by the population 
explosion to the development of thrift 
and credit institutions; further attention 
should be devoted at some stage to the 
question of the relationship between
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Co-operatives and the State; the need the scope of a large conference such as
for smaller meetings between represen- th is ; the fact that difficulties in the way
tatives of those who wished to borrow of interlending sprang from govern-
and those who wished to lend, since the mental regulations rather than from the
details of such transactions were outside co-operatives themselves.

Conference Recommendations
T h e  following recommendations, presented by the Rapporteur, were agreed by 
the Conference;

The Conference reaffirmed the principles of co-operation and especially em
phasised the aspects of: solidarity, as exemplified by the International Liaison 
Committee; thrift as the basis of the thrift and credit movement; and the need 
for the creation by Governments of an environment conducive to the growth 
and independence of the co-operative movement.
The Conference expressed the wish that the thrift and credit institutions should 
jointly follow through their thinking; continue to exchange information and 
experiences; identify means of improving their functioning to reinforce their 
piesence on the international scene in both the industrialised and the develop
ing countries.
The Conference suggested that in countries where government establishes 
national financial bodies to support and serve Agricultural and Rural Develop
ment, adequate representation on such bodies should be given to the co-oper- 
ative movements in view of the important role which they play in such 
development.

M r BRAUN said he felt that these conclusion confirmed their will to look foi speci
fic solutions to specific needs and problems which had been expressed during the 
Conference.

Closing Addresses
Mr Theo BRAUN,
Chairman of the International Liaison Committee:

We have now come to the end of our 5th International Conference on Co
operative T hrift and Credit.

We have exchanged very varied experiences, we have compared our ideas, we 
have in fact gone through a week of intense labour.

I am sure that after this we shall feel less alone, less isolated, in spite of the 
geographical distances which separate us. We have in fact become aware of the links 
which unite us and, wherever we may exercise our responsibilities, we know that our 
activities are set within a framework of international solidarity.

Besides, these activities prove, if proof were needed, that free individuals can 
join together to accomplish a common task for the betterm ent of each and all.
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We have the feel and the taste of freedom : at no time have we taken pleasure in 
sterile criticism of our societies; we know that such an attitude would be the very 
denial of that freedom which implies a responsible attitude. While the world has its 
constraints and its dark shadows, it also has its reasons and its insights; its future is  ̂
and always will be, forged by the voluntary actions of mankind.

I would like very sincerely again to express my thanks; you have travelled far, 
and sometimes uncomfortably: you have participated actively in our discussions, you 
have expressed yourselves freely and clearly. Again thank you, because the contri
butions of each of you will enrich us all.

I would also like to thank, in your name and my own, the Indian co-operative 
movement for its hospitality; its leaders have given us a warm welcome, the memory 
of which we shall treasure in our hearts.

Our stay in this country, which many of us w'ere discovering for the first time, 
has been extremely pleasant. We have been aware of the kindness of the Indian 
people, of the beauty of the historic monuments, of the wealth of its culture. We have 
also become aware of the immensity of the problems to be overcome by India to 
ensure its development and conquer its poverty.

Our friends of the Indian Co-operative Movement have facilitated our stay and 
have enabled us to better understand their problems. I would like to thank them, and 
I would also like to assure them of our solidarity and offer them our best wishes: may 
they continue to venture and to succeed!

I thank the organisers, the N C U I staff, the ICA Regional Office and its staff, our 
secretariat, the reporters who have done considerable work. I thank the interpreters 
who have made it possible for us to comm unicate; I think that without them  nothing 
could have been done. We have all appreciated their efforts, their patience, and the 
trouble they took to enable us to understand each other.

My friends, it now falls to me to draw the conclusions of our labours, a task made 
even more difficult because I am speaking after Dr Saxena, our General Rapporteur, 
whom I would like to thank from the bottom of my heart for the remarkable summary 
which he has presented.

Hoping to be able to count on your understanding and indulgence, I would like 
to make some comments and suggestions.

T he main theme of the Conference was, I think, well chosen.
T he period which saw the b irth  of the first co-operatives was one of relative social 

stability, whereas today rapid changes are taking place in the social structures of all 
countries everywhere, with the progressive disappearance of the earlier stable struc
tures in society.

Our environment is difficult to circumscribe.
T he “world crisis” , which m ust not be ignored, has brought to light some homo

genous factors, bu t also a great num ber of heterogeneous factors (economic, poli
tical, ideological) causing cracks which could become outright fractures. This epoch 
is a particularly difficult one to get th rough ; it needs perhaps some efforts at synthesis, 
similar to those which help an enterprise to behave as a micro-society, under pain of 
falling apart or losing its efficiency.

I will mention first of all the international climate of tension, even open conflicts 
which have arisen in the four corners of the globe, risking their spread through a series 
of chain reactions. T he powerlessness of the large international regulatory organ
isations, faced with the power of armaments and the great concentration of the power 
of decision, is creating a climate of uncertainty about the morrow which does little 
to help the co-operative movement to develop its peaceful and transformative 
activities.
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Our countries today are all characterised by inflation and unemployment.
Inflation is an evil, whose dangers no longer need em phasis; in the industrialised 

countries it is the cause of economic disorganisation accompanied, more often than 
not, by unemployment.

T he world inflation is also affecting the developing countries, which are suffering 
increased prices for energy products, for manufactured goods and especially capital 
equipm ent coming from the industrialised countries; and they also feel the adverse 
effects which the deceleration in growth of the latter has on their own position. In 
this way, inflation makes the very poor still poorer.

World inflation spreads because each country’s inflation acts on the others, and 
they mutually fuel each o ther; it is maintained by those international strategic factors 
which provoke increased prices for raw m aterials; interdependence is growing in our 
“ finite world” to quote P. Valery’s expression.

Finally, the international monetary system shows deficiencies and the present 
regime of floating currencies is unsatisfactory. T he poor countries are attracting 
fewer and fewer investments.

I did not bring up this question of our surroundings today in order to preach 
to you, far from it. I did it for the sake of realism; I do not wish either to sentimentalise 
or to dream dreams. Almost 40 years of fighting have taught me that to act responsibly 
means looking reality in the face, not in order to resign oneself to it but—on the 
contrary—to fire one’s enthusiasm, to force oneself to react . . . because there will 
never be a perfect society: it is the effort which brings satisfaction.

Around us people talk about a “ state of crisis” . I do not agree. W hat we are 
taking part in is a far-reaching change throughout our societies, in a reshaping at every 
level, both material and ideological. The cards are reshuffled every day under our eyes.

This brings me to my first conclusion: the obstacles are manageable. We must 
be aware of them and learn how to recognise our own limitations. We cannot do 
everything but we m ust do what we can.

Capital transfers are not easy—they are controlled by national legislations; 
methods of payment are not always satisfactory; currencies float and many countries, 
even industrialised countries, are no longer solvent. But we also have our own specific 
limitations. Our co-operatives, even large ones, collect the savings of ordinary people. 
These savings are the expression of the will to protect themselves against the con
tingencies of life (sickness, unemployment, children’s education, building a house, 
buying household equipment, provision for old age), they are “precautionary” savings. 
We are not dealing with fortunes, but with ordinary savings. These are the savings 
that will allow us to meet requests for credit. Therefore we do not have the right to 
put them  at risk or to dispose of them  lightly. And that is a limitation.

We are however aware that our co-operatives in the industrialised countries must 
participate in international solidarity and come to the assistance of the developing 
countries, not with meaningless gestures, not in order to exercise influence in the 
pohtical field, but in a disinterested manner. Our actions, deliberately, are dictated 
by the motto “help and serve” .

Such aid, resulting from an act of will, will not be negligible. T hrift and credit 
co-operatives can, without involving their m em bers’ savings, use part of their sur
pluses to allow or encourage the development of the T h ird  W orld; naturally, as it is 
a question of surpluses, they will do it with the consent of their members. T hrift and 
credit co-operatives can deposit their donations with the international organisations 
to which they are affiliated; the W orld Council, the International Raiffeisen Union, 
the ICA Banking Committee . . .  or use other channels. For instance, I know that 
RABOBANK provides aid to certain countries of Africa, America and Asia; the 
Germ an movement does so to South America and the Middle East; the French and
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Swiss movements to Africa; the World Council, the Canadian Co-operative Credit 
Society and the Desjardins Movement to South America and to certain African 
countries; while the thrift and credit co-operatives in Austria, Sweden and Denmark, 
and CUNA in the USA, assist developing countries through bilateral agreements. I 
must not forget to mention also the assistance provided by the ICA Regional Offices, 
such as the New Delhi Office whose radius extends to several Asian countries.

This Conference can therefore present a positive picture in the m atter of aid. 
Our solidarity exists, and is effective. We do not content ourselves with high-sounding 
words and sentimental slogans. We act, although we know that our aid is insufficient 
to meet the needs—but at least we have made a beginning. And here is the essential 
fact that I want to underline; W'e know that we could do better and act more effectively 
if we organised ourselves and our efforts w'ere better co-ordinated.

Our central banks also participate in development and finance infrastructures 
(irrigation systems, ports, construction of factories, financing trade). T his is unfor
tunately not, in general, known—and it is high time to make it known.

I will add that we also need our international organisations in order to make our 
voice heard; I am thinking particularly of activities in favour of peace. I am con
vinced that the limitation of military expenditure, for example, would lead to better 
economic development in various regions of the world. In a large num ber of countries, 
military expenditure is at the root of under-investm ent in production, and therefore 
of scarcity, poverty and a mediocre standard of living. So W'e must, and this is another 
conclusion, join together to make our voice heard, and contribute to restoring their 
regulatory power to the international organisations

Our Conference impressed me by the questions that were put, both in the papers 
and orally. I remember a few which I believe are crucial, and to which I would like 
to try and reply.

Can Co-operation, in the future, continue to take its destiny in hand as it has 
done in the past ? Does it have the autonomy, the means and the organisation necessary 
to guarantee its independence and ensure its survival} Can the production and distri
bution system which it represents, alone reform or modify to any appreciable extent 
the world of today?

These questions could also be formulated differently; the national and inter
national environment of every co-operative is characterised by gigantism and 
complexity—gigantism of the multinational enterprises, the international institutions, 
the volume of trade; and complexity of international finances. If co-operatives fence 
themselves within the micro-economy, in the shape of tiny organisations, they risk 
suffocation and will disappear. But if, on the other hand, they follow the trend 
towards gigantism and complexity, will they remain co-operatives?

Democracy is not an isolated problem, since one of the fundamental characteristics 
of Co-operation lies in a movement of continuous reform based on educational values. 
How can this be maintained in an organisation which runs the risk of outgrowing its 
practitioners? In fact, various connected difficulties arise at that stage, and you have 
mentioned them. Co-operatives must, under the circumstances, take accounc of their 
economic and political partners; the State, the private sector and the multinationals.

In many countries, the State is increasing aid to co-operatives and imposing heavy 
responsibilities on them ; in certain countries, the State imposes severe restrictions and 
controls which narrow their field of action; in some countries, in fact, co-operatives 
have lost their independent character and have become merely “annexes to ministerial 
departm ents” . In all these cases, relations with the State are ambiguous and cover 
grey areas.

W ith the private sector, relations are clearer. Private enterprises, especially in our 
industrialised countries, have one single objective, which is to deprive co-operatives
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of their socio-economic status, to turn them into private enterprises in order to 
subject them  to the laws of competition which govern the free market.

This brief statement on the seriousness of the problems which face the co
operative movement today highlights several questions which I would like rapidly to 
run through:

(1) Do co-operatives everywhere perform the same functions, and if not, how 
can the disparities be explained?

(2) W hat about the co-operatives’ original objectives? Do they remain true to 
them, or does the socio-economic transformation which they undergo 
oblige them to redefine themselves in a radically different manner? In what 
terms ?

(3) W hat about the nature of co-operatives today? Do they constitute a social 
elite, a sector of the ministry, a countervailing power, a collection of marginal 
organisations ?

(4) Do relations with the private sector lead co-operatives to internalise the 
imperatives of competitive profitability? Is there not then a risk of tension 
between philosophical principles and short-, medium- and long-term 
practice ?

(5) As a result, are co-operatives turning into purely economic instruments, or 
do they still have a social content, able to complement economic practices in 
their diversity?

It is obviously urgent to provide methodical and comprehensive replies to these 
questions. But in my opinion, the replies should take into account the specific 
characteristics of each co-operative movement—which does not exempt us from 
finding general answers, nor from outlining theoretical solutions to the problems as 
a whole.

Having sought to express clearly your concerns as they have appeared to me 
during the course of this Conference, I would like to reply to them, bu t will do so 
briefly because of the lack of time.

M y replies are my own personal views, the fruit of my consideration and my 
experience. It will then be necessary for us to seek jointly, although maintaining our 
individual specificity, a collective response to the problems. T his effort of reflection 
will not waste our time, since every action needs to be illuminated and reflection acts 
as a beacon.

I would therefore like to subm it to you these few propositions:
(1) If it is true that gigantism and increasing complexity of a co-operative—or 

mutualist—organisation are not without danger to the democratic values of 
the same, it should also be possible to bring to light a solution capable of 
reconciling the developmental needs of an organisation w ith the values which 
guide it. T he co-operative—and m utualist—membership prides itself first of 
all on the decentralisation of the decision-making processes, which allows 
the members to exercise responsibility of choice. This responsibility avoids 
being overcome by the usual organisational inertia mechanisms, by becoming 
the methods of expressing demands, based on the study of local information 
mechanisms and needs structures. However complex the co-operative 
structure, “ self-management” in decision-making allows information and 
power together to go from bottom to top (local bank, federation, tertiary 
level) instead of from top to bottom. T he resulting flexibility and adaptation 
at local level are thus factors in the effectiveness and flexibility of the co
operative—and mutualist—structure, while keeping democratic values intact.
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(2) If it is true that relations between any co-operative and the state are suf
ficiently ill-defined to allow the latter gradually to absorb the functions 
which have fallen to the co-operative organisation, then efforts m ust be made 
to rigorously define the nature, function and history of the co-operative in 
order to reaffirm the values which give cohesion to the organisation and 
bring them to the public eye. I am a firm believer in the independence of the 
co-operative movement in relation to the State. It may happen that the State 
finances co-operative development projects, thus raising standards of living 
generally. We can accept this, so long as this method of doing things 
encourages democratic functioning and allows individuals to exercise their 
freedom and their responsibilities. However, it remains no less true that the 
co-operative movement, if it wants to retain its autonomy, must strengthen 
the consciousness of its own identity both within the movement and with 
the general public. It m ust closely define its role and functions.

(3) A climate of uncertainty, combined with the many national and international 
pressures, can have an adverse influence on the development of socio
economic institutions such as ours. But our institutions are not so malleable 
as to have no power of resistance or initiative of their own. While the co
operative movement may not be a countervailing political force, it can on 
the other hand act as a socio-cultural cross-current if it succeeds in substi
tuting, for all forms of confrontation (including confrontation with trad
itional liberal democracy which is, ultimately still a fighting democracy) a 
genuinely pacific democracy based on the right to speak and to participate. 
This primordial right, which rests on the inarguable democratic value of the 
collective consensus, gives priority to the discussion on the search for power, 
places the search for harmony within the membership group above the 
expression of individual competition. By laboriously and conscientiously 
propagating democracy, Co-operation—and active M utuality—can, at their 
own level, counterbalance uncertainty about a future moulded by the play 
of external forces, just because they then become active participants in the 
construction of that future. In the end, a semi-awareness is always semi- 
deliberate.

(4) Finally nobody will deny that profound sociological changes have taken place 
in all modern societies, to the point that individual and collective in ter
relations have become almost the essential question for sociologists. But here 
again we should neither indulge in fatalism nor desire to return to the past. 
If it is no longer possible to return to the stability of social structures which 
prevailed in the world at least up to the end of the First World War, there 
is nothing to stop us finding equivalents of that social stability. At local 
level each thrift and credit co-operative—through its management of savings, 
its choice of loans devoted to satisfaction of basic needs, the active partici
pation of its local members in the life of a democratic organisation—can 
help to create a small stable island of collective identity and, through inte
gration into an associative way of life, to unify the composite character of 
our populations.

Our movement m ust reconcile democracy and efficiency.
Our movement m ust create communities where men and women act as adults 

capable of thought and of criticism, capable of fixing their own goals, of helping to 
attain them, capable of organising that solidarity which is the opposite of egoism. To 
my mind, the democracy of the co-operative movement m ust lie in a “ totality of 
obligations and reciprocity of services, a conscious system of rights and duties” .

I believe that democracy exists wherever there is an admission that every human
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being, man or woman, has a voice and that every voice has the inalienable right to be 
heard and the abihty to use that right. On the other hand, aristocracy exists wherever 
there is an admission that the coexistence of living beings imposes the “ lion’s share” 
as a natural right which it justifies by virtue of the lion’s quality.

I beg you, let us make sure that the co-operative movement is not built from the 
top downwards; let us make sure that it does not set up a vast administrative apparatus 
from the start. I believe that the co-operative movement m ust rest “on equilibrium 
(but also on the fundamental distinction) between society’s needs and the specific 
needs of the individual” .

Co-operatives must, in the first place, take account of elementary hum an aspir
ations, I would say essential human aspirations. In  fact, it is a question of the individual’s 
mere awareness of existence, and of the obvious fact of otherness which that im plies; 
“ I am ” , therefore “ the other is” . This involves examination, which means the 
necessity of looking closely at oneself and at one’s neighbour, and also of being looked 
at in the same way.

But the difficulty of today in a baffled society still seems to hold. In a few w'ords: 
how do you treat your neighbour as “ the o ther” (that is to say, as yourself) in a social 
structure where neighbours, as such, tend to disappear, leaving only all the others.

The co-operative movement will make progress, I am convinced, because of its 
militants, because of all those who have faith in the co-operative ideal. But its progress 
will be by stages. Every beginning is difficult. T he creation of basic communities 
seems to me fundamental. We must remember always that “ the individual only exists 
in his relationship with the other, spontaneously summons up the community, and 
cannot exist without it” . It is not because man is social that he is man, bu t he is social 
because he is man.

I beg you, let us not copy others. We have our own originality, let us safeguard 
it. I would go so far as to say that the co-operatives of developing countries can make 
a great contribution to us in the industrialised countries, to revive our co-operative 
faith; it would be for us an admission of failure to see the individual reduced to a 
registration num ber in a card index. In order to keep democracy alive and be efficient, 
let us apply the principle of subsidiarity according to which it falls to a larger body 
at a higher level to do what the grassroots stage cannot do. T he principle of sub
sidiarity apportions the nature of the means in accordance with the range of functions 
to be carried out. It is a factor of harmony in the institution as a whole.

Individuals exist only in a state of autonomy, and their solidarity is not based 
on fusion bu t on infinite respect for the resulting differences and diversity of vocations.

T he vocation of the co-operative movement is to put an end to m an’s exploitation 
of man. T his assumes initiatives on the part of individuals associated in grassroots 
communities, whose activities m ust be broadened, amplified and reinforced by central 
organisations directed and controlled from the base.

T he co-operative movement has not to manage the crisis, nor to manage the 
discontent. W hat it has to do is to assemble men and women together, not for action 
in separate groups bu t for a grand overall design. I t  m ust summon men and women 
to take their own destiny in hand, to organise themselves, to respect each other, to 
join together for mutual help.

For the co-operative movement, the basis for action is training for responsibility. 
But let us show originality in our training methods. For my part, I believe in the 
virtues of “on the spot” training, through action. And I believe in it because I 
experienced it. As a worker in 1933, with no professional training whatever, I 
learned everything I know through trade union and mutualist activities. I did not 
learn the banker’s trade at university but through practice and my own determination.

Each one of us possesses his own kind of wealth, even if he is illiterate or has not
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attended a major school. T he spoken word is the best means of communication. 
Everything m ust have a beginning. T he spoken word allows explanations; discussion 
allows a concerted decision made by all together. But nevertheless the right to culture 
m ust not be the privilege of the minority.

We must communicate our faith, our ideals, to all our fellow citizens. The concept 
of community responsibility and decision-making process, based on the exchange of 
information while respecting differences of opinion, the possession of a language 
common to all, w ithout technocratic privileges, in my opinion constitute so many 
characteristics already existing—and to be expanded still further—as to provide a 
model for a system of democratic participation. We m ust know how to persuade 
instead of imposing, how to convince instead of engaging in a dialogue of the deaf.

I am not saying that there is then nothing more to do, to make possible a wider 
culture in order better to take in and train the specialists essential to any institution.

But if the co-operative movement is to have a grand overall design, it must 
formulate a unified message and adapt it to the times. T he movement stands in peril 
by reason of the too great diversity of its utterances. Instead of the message and the 
right to speak bursting on the co-operative movement, we must together find new 
ways of talking to the world in which our activities are set, and to which we m ust adapt.

T his assumes the existence of a meeting place where we can develop a common 
language intelligible to all mankind. This assumes that we grant priority to the 
development of hum an resources and to the necessary co-ordination at international 
level. This assumes collaboration between the great thrift and credit co-operative 
movements of the United States, Canada and Europe, engaged in development 
projects in Africa, Asia and America, as M r Daneau suggested in his intervention. 
This assumes that we will defend our co-operative specificity, especially our represen
tation with the Public Authorities in order to safeguard the autonomy of all the infant 
organisations. This assumes, finally, a common strategy, of trade, of assistance.

T he International Liaison Committee on Co-operative T hrift and Credit can take 
on this task, if we so desire. This Fifth Conference in my opinion confirmed that it 
was necessary to set up a dialogue between us in order to establish a consensus, to set 
in place an organisational formula which will not stop at arranging an international 
conference every four years—although this is useful—but will be in a position to 
respond to needs expressed. I am aware that the task is not easy, since every organ
isation has its own constraints. But I have faith in the future because I have faith 
in mankind, in their good sense, their dedication and their generosity.

We shall accomplish our task only partially if we do not at the same time seek 
collaboration with the other forms of co-operative institution joined together in the 
ICA. This should be possible, under conditions to be researched. By definition we 
are creative. Therefore we should be able to conceive and put into practice our unity 
in diversity.

We must bring a concrete response to m en’s new aspirations: namely, the desire 
today for active participation in the inauguration of a genuine dialogue which will not 
evade the difficulties bu t will aim at resolving tensions, in a continuously advancing 
dialectic.

All the cultural and historical traditions of the co-operative movement m ust be 
used to provide the foundation for the necessary transformations that will make of it 
the effective new instrum ent of a great gathering open to all men and women, what
ever their opinions or convictions, so long as they aspire to rediscover that fulness 
which our society has mismanaged for so long.

'rhese men and women, rich in their determination to seek complementarity— 
despite the diversity of individuals and social groups—united in the co-operative 
movement, will be able to develop together a common ethos to achieve a common goal.
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M r B. S. VISH W ANATH AN , 
President, National Co-operative Union 
of India, welcomed the presence of M r 
R. Venkataraman, M inister of Finance, 
Government of India, and thanked him 
for taking time from a bus)^ schedule 
during the budget session of Parliament 
to give the valedictory' address.

M r Vishwanathan said their chief 
guest was a person who combined in his 
personality the dedication of a patriot, 
the high qualities of a statesman, the 
vision of a planner and the distinction of 
being a successful administrator. In 
addition he had long been a successful 
and reputable journalist, which had 
given him the analytical perspective 
necessary to visualise a situation. It was 
a m atter of great satisfaction that he 
held the key portfolio of Finance in the 
Government of India, responsible for 
formulating credit and banking policies, 
and obviously there could be no better 
choice than M r Venkataraman for his 
present task.

He then briefly, for the m inister’s 
benefit, described the aims of the In ter
national Liaison Committee, its relation
ship with the International Co-operative 
Alliance, the background, and theme of 
the present conference and its conclus
ions.

“ I feel that these conclusions will go a 
long way towards strengthening the 
co-operative credit movement in both 
the developed and the developing 
countries and establishing a mechanism 
for international lending. In  this con
text the Indian delegates have the 
satisfaction of knowing that the Con
ference appreciates the intention of the 
Indian Co-operative M ovement to 
play a vital role in the proposed 
National Bank for Agriculture and 
Rural Development. I am happy that

our view point has been appreciated, 
not only at the national level by the 
Government of India but also by this 
Conference. The co-operative move
ment, particularly in developing 
countries, as in India, gets support 
from governments because the latter 
have accepted co-operation as an 
instrum ent of socio-economic trans
formation. In  India, the Government 
has supported the co-operative move
m ent by extending both financial and 
technical assistance.”

He hoped that the M inister would con
sider the recommendations of the Con
ference with sympathy and favour so 
that the movement might become a 
shield for the weak in the true sense of 
the term : “ I once again express my 
gratitude to you for accepting our 
invitation and associating yourself with 
this function. I welcome you, Sir.”

M rK E R IN E C , ICAPresident, thank
ed the Chairman for the opportunity to 
speak at this Closing Session. As Presi
dent of one of the organisations which 
had been closely linked with the setting up 
of the International Liaison Committee, 
he was pleased to express the keen inter
est which the ICA had always felt in the 
Thrift and Credit Conferences. He 
thought the time and place of the 
Conference were most opportune; the 
time, because of the increasing con
sciousness of co-operators and co
operatives that they belonged to a 
movement which public authorities and 
international organisations were begin
ning to consider important and signi
ficant; the place, India, because this 
vast country had a great deal to contri
bute, in the way of experience and 
democratic innovation.

He also took the opportunity to thank
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M r Vishwanathan and his colleagues in 
the name of the ICA, for their warm 
welcome and their contribution to the 
success of the conference; and also the 
Indian co-operative movement as a 
whole for their support of the ICA 
Regional Office. He congratulated M r 
Vishwanathan on his election to the ICA 
Executive Committee and looked for
ward to their closer collaboration. He 
expressed appreciation of the M inister’s 
presence at their closing ceremony, as 
well as of those who had attended their 
opening session, particularly as relations 
between co-operatives and governments 
were a vital question at the present time.

He closed by thanking all those 
present for their participation, in the 
hope that through this conference new 
links had been forged which would 
contribute to the development of the 
International Co-operative Movement.

T he CHAIRM AN thanked M r 
Kerinec, and asked D r S. K. Saxena, 
ICA Director and Conference Rap
porteur, to briefly summarise their 
discussions for the M inister’s infor
mation.

D r SAXENA said the conference had 
been extremely rich in documentation 
and there had been a very useful inter
change of ideas. He too expressed 
appreciation of the M inister’s presence, 
and also of that of the M inister for 
Agriculture and the Deputy M inister 
for Finance at their opening session.

After detailing the main theme of the 
conference and the aspects laid down for 
discussion at the various sessions, he

said that, regarding the Needs o f the 
Underprivileged, the conference felt that 
this problem was urgent and that where
ver possible, credit societies should work 
for this much neglected sector, although 
governmental assistance would also be 
required; he referred to the problem of 
unemployment and the role of thrift and 
credit societies as creators of employ
ment opportunities, especially by the 
financing of new activities. On the 
International Interlending Programme 
there had been a lively exchange between 
representatives of advanced and devel
oping countries; it had been stressed 
that a co-operative’s primary respon
sibility was towards its own members, 
nevertheless a number of assistance 
programmes were in existence, and 
details had been given; the discussion 
had been concrete and practical, both 
in terms of possibilities and limitations. 
The hope had been expressed that the 
very widespread Thrift and Credit 
Movement would help in the develop
ment of an international co-operative 
financing system and this had been 
referred to the International Liaison 
Committee for further consideration. 
D r Saxena referred to the interesting 
information given by co-operative hank
ing institutions from all over the world 
at this session, and said discussions had 
covered sources of finance, relations 
with governments, and the range and 
scope of their activities.

He felt the attitudes underlying the 
whole conference had been well expres
sed in its recommendations.*

*See page 63.
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Shri R. VENKATARAMAN
M inister of Finance, Government of India:

I thank the International Liaison Committee on Co-operative T hrift and Credit 
for perm itting me to address this Conference. M any participants have come from 
abroad and from international organisations: I extend to you all a very warm welcome 
and hope that your stay in this country has been pleasant.

The subject for the Conference has been appropriately chosen as Thrift and Credit 
Co-operatives in a changing ivorld. I see from the programme that for nearly a week 
you have been discussing and exchanging views on this subject. I am sure that your 
deliberations will have focussed on the role of the co-operative sector in providing 
institutionalised credit in different economic environments. I shall, during my talk, 
highlight the role of the co-operative credit and thrift infrastructure in promoting 
economic development and social welfare, with special reference to the Indian case.

I am particularly glad that a substantial part of your discussions had been 
devoted to the problems and needs of the under-privileged sections of society in the 
developing countries. There are multi-dimensional approaches to the reduction and 
removal of poverty. The provision of credit as an input to the under-privileged is an 
important instrum ent in the strategy adopted for the reduction of poverty. Like all 
other inputs, credit is also scarce and is supplied at cost. Unless special steps are taken 
to protect the vulnerable sections of society, they may be denied this vital input which 
is necessary in modern production processes. In our country, we have devoted 
continuous and undivided attention to finding ways and means of surmounting this 
problem.

In India credit used to be, in the hands of moneylenders, an instrum ent of 
exploitation of the weaker sections of society especially in the rural areas. T he low 
level of income among the rural population, the small size of land holdings, inefficient 
production methods, high administrative costs associated with making loans and the 
problems of recovery, rendered lending on commercial terms to agriculture unattrac
tive in general. Further, inadequacy or unacceptability of the collateral offered as 
security by these sections of society denied them access to the normal lines of credit 
extended by the commercial banking sector. This was exploited by the moneylenders 
who charged exorbitant rates of interest and further subjected these hapless sections 
of society to greater social disability. This was the unenviable state of the rural 
economy at the turn  of the century. Since access to credit was denied to agriculture, 
there was little possibility of improvement in productivity.

D uring the last quarter of the 19th century, the problem of rural indebtedness 
was rapidly assuming serious proportions. W ith the onset of the depression at the 
beginning of the 20th century, rural indebtedness was the most alarming problem in 
the agriculture-dominated subsistence sector of the Indian rural economy. D ebt 
relief measures, such as the Punjab Land Alienation Act, 1901, were mainly intended 
to protect the farmers from the threat of bankruptcy. Compulsory scaling down of 
debts was also resorted to in certain States. Regulatory measures were clamped down 
on moneylenders. However, the mere provision of debt relief was not sufficient to 
improve the living standards of the rural masses.

W ith the introduction of planning processes, it became increasingly evident that 
a viable line of credit was a necessary condition for sustained rural development. If 
an individual did not possess satisfactory credit-worthiness, a group of individuals 
could collectively shoulder the responsibility. On this principle the thrift and credit 
co-operative movement was initiated in this country in 1904 to provide a viable 
alternative source of credit to the agriculturists. T hrough legislation and financial 
reform, the co-operative institutions have gradually replaced the moneylender as the
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primary source of credit in the rural areas. A num ber of State Governments have 
enacted legislation for regulating the activities of co-operative societies. The pioneers 
in the co-operative movement in the country were the then composite States of 
M adras and Bombay.

After Independence, with the nation striving towards food self-sufficiency in the 
face of a growing population and an unacceptable level of food aid, achieving a break
through in technology for improving agricultural productivity became a national 
aspiration. T he Reserve Bank of India has played a significant role in developing the 
co-operative credit structure as a motivator of agricultural development. The extensive 
refinancing of agricultural operations of the co-operative sector, on concessional terms 
from the Reserve Bank of India, has been of great importance in the evolution of the 
Co-operative Credit Structure as the main instrument of our rural development. T he 
linking of credit with input supplies, especially fertilisers and pesticides, has now been 
institutionalised for implementing the High-Yielding Varieties Programme. Further, 
through Land Development Banks, the farmer has been able to undertake asset 
formation and modernise farming techniques. W ith the integrated approach towards 
technology absorption, the constraints on agricultural development could be over
come. New technologies such as the exploitation of underground water potential 
and the application of chemical fertilisers, which have brought about a tremendous 
improvement in agricultural productivity in the last three decades, could not have 
been possible without a strong co-operative movement, supported and developed by 
the Reserve Bank of India. T he “ Green Revolution” in the country, was effectively 
organised through the co-operative structure.

Now the financing of agricultural operations, both short-term  and long-term, is 
primarily done through the hierarchical co-operative structure with the Reserve 
Bank of India at the apex and the village co-operative credit societies and Land 
Development Banks at the base. Short-term  credit is routed through the village credit 
societies while the Land Mortgage Banks dispense long-term finance.

T he Co-operative Movement, which was initially started for providing rural 
credit, has now widened and diversified to cover other aspects of rural development 
and other sectors of economic activity. Industrial co-operatives have now emerged as 
an im portant form of industrial organisation, especially in the handloom sector. The 
co-operative organisation has also entered many areas of manufacture including sugar 
and dairy products. Consumer co-operatives are now an essential component of the 
public distribution system and an indispensable instrum ent of the Governm ent’s 
anti-inflation policies.

T he question that should now be asked is whether there is need for any change 
in the role of the co-operative credit structure, in view of the changing requirements 
of the economy.

We recognise that rural credit should not become the monopoly of the co
operative credit structure. It is necessary that the commercial banking structure should 
also shoulder the burden of rural development, in view of its larger and diversified 
coverage of deposits and investments. It may also be necessary to set up regional 
rural banks with emphasis on financing of integrated rural development. Hence, in 
our country there is a shift towards a multi-agency approach in the provision of rural 
credit. This has, in my opinion, the added advantage that a borrower in a village has 
a choice of credit institutions. However, there should not be too many such insti
tutions in one area, resulting in wasteful multiple financing. T his has been avoided 
by a purposeful branch licensing policy, and by persuading banks to adopt an area 
approach to lending. T he credit gap in various parts of our country is so large that it 
is beyond the scope of a single credit institution, and it is our endeavour to ensure 
that the various credit institutions supplement each o ther’s efforts and do not indulge 
in harmful competition.
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Now that a multiple-agency approach to the provision of rural credit is being 
implemented by the Government, co-operative institutions should pay greater 
attention to target-group programmes such as the Integrated Rural Development 
Programme and the Small Farm ers’ Development Agency which are oriented towards 
the weaker sections of society. They should consciously impart a social welfare bias 
to their lending programmes. T he emphasis of this Governm ent’s policy is on the 
provision of credit to weaker sections of society, as mentioned by my colleague, Rao 
Birendra Singh in his address. He stated that, conceptually, credit should follow 
thrift but the order has been reversed in our country. We are anxious to ensure that 
the underprivileged class, which has excellent capacity and potential for production, 
should be provided with sufficient opportunities through Government infrastructural 
support, and subsidies wherever necessary, buttressed by credit support. T he gainful 
employment of such persons should be such as to enable a man to produce some 
surplus, to raise his standard of living, to set apart something for a rainy day and 
become master of his own destiny. Perhaps, the organisation of purposeful co
operatives can hasten the realisation of this dream. In view of the massive programme 
of agricultural development envisaged in the Sixth Plan, the dominant role of the 
co-operative structure in providing agricultural credit will have to continue.

As I stated earlier, there is in our country inter-relation between the various rural 
credit institutions and it is necessary for the Reserve Bank to take a leading role in 
effecting their co-ordination and integrated growth. I realise that public aspirations 
have outpaced the response of the credit structure. While I recognise that financial 
viability of the credit structure is a necessary condition for sustained development, I 
wish to point out that an excessively conservative attitude to the provision of credit 
will hamper the speedy implementation of government policies. T he need of the hour 
is to pool all the available resources, governmental as well as institutional, to accelerate 
the pace of development and bring about an improved economic and social order in 
the foreseeable future. In order to ensure that there is no unhealthy competition 
between the various credit institutions, the Apex Bank should ensure that financial 
policies do not discriminate between agencies and should, as far as is feasible, even 
out risks.

Realising the special importance of integrated rural development this Ciovern- 
ment has decided to set up the National Bank for Agriculture and Rural Development 
as a national level institution for purveying credit to agriculture and agricultural 
operations and for the promotion of integrated rural development. I am sure that this 
will ensure better co-ordination of financing of rural development and in the process, 
the co-operative structure will be able to grow more vigorously.

T his brings me to the question of the viability of the credit structure. A credit 
institution can exist only if its beneficiaries practice thrift and if loans taken are repaid 
in full, with interest, on schedule. I t  is of course possible that, due to natural 
calamities, a poor borrower cannot repay his loan on schedule. However, if there is 
a general tendency for borrowers not to repay the loans taken by them, in spite of 
profitable utilisation of those loans, the credit structure will collapse. In our country 
we have allowed a num ber of facilities to borrowers affected by natural calamities; 
further concessions would threaten the viability and the very existence of the credit 
structure. Co-operative institutions with their narrower resource base are especially 
vulnerable to irregular or non-repayment of loans. They are also better placed to 
effect recoveries in view of the more personal nature of the relationship between the 
institution and the borrower. I hope that this aspect of the functioning of the co
operative credit institutions will be fully realised and that nothing will be done that 
would adversely affect the stability of this vital component of our credit infra
structure.
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We m ust also recognise that with the monetisation of the erstwhile barter- 
dominated rural economy and the increase in rural incomes from development, the 
co-operative structure is in a position to play an increasingly im portant role in the 
mobilisation of rural savings. However, any threat to its viability would pose a serious 
challenge to the fulfilment of this role.

I am glad that your conference has resolved that there should be international 
solidarity for the co-operative credit and thrift movement. T he success of the co
operative movement is dependent to a large extent on keeping it divested of political 
overtones. Therefore, at the international level also, it should transcend political 
ideologies pursued by different countries. As the horizon of development expands, the 
challenges which have to be met by the co-operative structure will multiply corres
pondingly. The experience which some countries have acquired in the process of 
meeting the various problems encountered by them  will no doubt be of relevance to 
other countries when they encounter similar problems.

1 also note that your conference has resolved that co-operative institutions should 
be represented on any body or institution which is set up to promote rural develop
ment. A broad-based and democratic pattern of management of institutions involved 
in rural development is desirable. I am sure that, wherever relevant, your resolution 
will be kept in mind. However, I wish also to observe that in their own managements, 
co-operatives should foster a democratic structure.

You have also resolved that an environment and infrastructure conducive to the 
development of the co-operative movement should be created in developing countries. 
As far as India is concerned, I have made it clear that the healthy development of 
the co-operative movement is a cherished objective of the Government. I am sure 
that the Governments in other developing countries will also support the Co-operative 
M ovement as an instrum ent for achieving growth with social justice.

I have come to the conclusion of my address. I hope that our distinguished 
participants, specially those from abroad, will carry away with them some impression 
of the credit policies through which we are keenly trying to uplift the lot of the 
under-privileged. Once again I thank the organisers of this Conference for the 
courtesy extended to me.

I 'h e  CHAIRM AN thanked the On the question of international
M inister for his distinguished address solidarity, they were very conscious that
w'ith its human understanding, saying this must manifest itself despite
that it would reinforce the confidence of obstacles such as inflation. He believed
the delegates in the good will of the the conference had shown that man
Government of India towards the co- must take his destiny in his own hands,
operative movement. for the progress of humanity.

He was in complete agreement with 
the M inister on the importance of He wished the Government of India
democratic structures within the move- and its country every success in its
ment. progress tow'ards full development.
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Votes of Thanks
M r R. P. B. DAVIES, Treasurer to 

the International Liaison Committee 
and Deputy Director, International 
Co-operative Alliance, then rose to 
thank all those who had been intimately 
concerned in the planning of what 
appeared to be a very successful con
ference, in particular those who had 
been involved in the definition of the 
theme and its treatment, the individual 
members of the International Liaison 
Committee and its small headquarters 
group, M r Hess, D r Saxena and Mme 
Robert. The conference had generated 
a wealth of descriptive and analytical 
material, for which he thanked the 
authors and their organisations, and the 
printed report of the conference should 
prove a valuable reference tool for a long 
time to come.

The conference had been under
pinned by its host organisation, the 
National Co-operative Union of India, 
which had given it considerable admin
istrative support, for which they were 
grateful, especially as much of the 
planning had been done at long range 
between London, Paris and New Delhi. 
The very long hours worked by many 
members of the N C U I staff in the 
course of the conference were greatly 
appreciated. M r Davies also expressed 
the thanks of participants to the N C U I 
and its affiliated organisations, who had 
received them with warmth and affec
tion and given them extremely generous 
hospitality; this had provided the oppor
tunity for informal exchanges between 
participants from many different parts 
of the world, and had enabled them  to 
know more of their Indian co-operative

friends here. Such contacts were an 
extremely valuable part of any inter
national conference.

Looking round the hall, M r Davies 
was struck by the many leaders of 
international and national organisations 
who had come to New Delhi for the 
conference, and he thanked them for 
finding the time to be with them  and for 
their constructive contributions to the 
deliberations.

In conclusion, he said:
“ So far my thanks have been to our 

co-operative movements, and this is 
deliberate because our movements are 
non-governmental organisations, which 
is a very precious part of our tradition 
and our belief. But no one can have 
been in this conference or had contact 
with our Indian co-operative friends 
for very long, without being aware of 
the extensive interest and support of 
the Government of India to the Indian 
Co-operative M ovement . . . You, M r 
M inister, have given us a very valuable 
expose of the Governm ent’s credit 
policy and the way it works in the co
operative and other sectors, and we 
welcome the assurance that the co
operative movement will be rem em
bered when the constitution of the new 
Bank is drawn up. So we thank you 
most warmly and hope that you will 
take back to your colleagues our very 
warm thanks for the favourable sup
port they have given our conference. 
Round the Conference Hall we have 
three very vital quotations* from 
Indian personalities, two of them 
comparatively recent, and we feel sure 
that this will continue to be the policy 
of the Federal Government of India. 
We thank you very much for your 
presence here.”

*See p. 1.
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D r R. C. D W IV EDI, Chief Execu
tive, National Co-operative Union of 
India, expressed his gratitude for the 
opportunity to propose a vote of thanks, 
which he took as a privilege and a duty. 
He had a very long list of people to 
thank, which would probably stretch 
almost to infinity, and he therefore 
apologised for any inadvertent omis
sions, perhaps even serious ones.

First of all he thanked the Inter
national Liaison Committee for accept
ing the N C U I’s invitation to hold the 
conference in New Delhi, which had 
given them immense encouragement. 
He thanked the Hon Ministers, M r Rao 
Birendra Singh for inaugurating the 
conference and setting the tone for their 
discussions, and M r R. Venkataraman 
for his inspiring and educational vale
dictory address, as well as M r S. S. 
Sisodia who had been with them at the 
Opening Session. His sincere thanks 
went to the delegates who had made the 
journey, to the ICA President M r 
Kerinec—he felt sure this would not be 
his last visit to India, and to the ICA 
Director D r Saxena—he felt embar
rassed at praising a fellow countryman 
but said it was due to D r Saxena’s 
initiative that the ICA had been able to 
diversify its activities during his years 
of office, and this was a m atter of pride 
for the Indian co-operative movement. 
He thanked the staff of the ICA

Regional Office in New Delhi for all 
their support and assistance during the 
preparation of the Conference, in par
ticular M r R. B. Rajaguru the Regional 
Director, and M r J. M. Rana the 
Director of the Education Centre; he 
also thanked Mme A-M. Robert and 
M r R. P. B. Davies, Secretary and 
Treasurer respectively of the ILC  for 
their help with the preparations. He 
thanked all those organisations who had 
been kind enough to host the participants 
at various functions in and outside New 
Delhi; the interpreters who had per
formed a herculean task with great 
competence; the staif members of the 
N C U I and also its sister organisations 
who had put staff and facilities at his 
disposal; the various members of the 
press, radio and television who had 
covered their deliberations.

Last but not least he expressed his 
thanks to his own President, M r B. S. 
Vishwanathan, who had overseen the 
minutest details of the conference and 
been a constant source of guidance and 
support to the staff and to M r Dwivedi 
personally: this was their first exper
ience of a world conference, although 
they had had the privilege o f hosting 
a number of international regional 
conferences, and he had felt there 
were many shortcomings, for which 
he apologised. Again he thanked 
them all for coming.

*  *  *  *

The Chairman, M r Theo BRAUN, assured D r Dwivedi that there was 
nothing for which to apologise—everything had been perfect. He wished all 
participants a safe return and the necessary courage to consider and take action on 
the subjects they had discussed, to build a happier future for the benefit of their 
peoples. He declared the conference closed.
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Section II: 
Extracts from Working Papers
h Changes in the Social and Economic Environment as they affect Co-operative Thrift and Credit

Presented by 
S. G. MADIMAN
Senior Officer, A gricultural Banking & Credit G roup 
FAO
PROBLEMS, CHALI.ENGES AND CHANGING GOALS 

OF CREDIT CO OPERATIVES*
The world around credit co-operatives is 

changing—changing at a rate so fast that it 
has become increasingly difficult to compre
hend the nature and the scale of change. It is 
therefore difficult for credit co-operatives to 
adjust themselves meaningfully to the change. 
How is the world changing? What are the 
problems of credit co-operatives? What are 
the challenges faced by them? What should 
be their new goals? This conference should 
discuss these questions in depth to be able to provide a proper perspective and a meaning
ful frame which could serve as guidelines to 
co-operatives in the individual countries.
1. The Changing World

The noteworthy aspects of the “change” 
are:

(a) Increasing monetisation and com
mercialisation of agriculture in the 
developing countries. In some develop
ing countries, there is a gradual 
metamorphosis towards an integrated 
market economy in which farmers’ 
incomes are getting intertwined with the 
employment level and the prosperity in 
the urban sector. Terms of trade for 
agriculture, supply of inputs at reason
able prices, and marketing of output at 
fair prices (fair both to the producer and 
to the consumer) have become the major

*The views expressed in  this paper are  n o t necessarily 
those o f  FA O .

issues which have a direct bearing on the 
prospects of credit co-operatives.

(b) With rapid urbanisation and the 
increasing importance of prices paid by 
consumers in the context of an infla
tionary economy, state intervention in 
supply of food grains to consumers, 
marketing of agricultural raw material 
for agro-industries, efficiency of con
sumer co-operatives and, in general the 
rural urban linkage systems, have a 
direct effect upon marketing co
operatives and correspondingly on 
credit co-operatives.

(c) Financing of cottage and small-scale 
industries, both in the urban and the 
rural sectors, has assumed increased im
portance because of programmes aimed 
at increasing employment opportunities, 
particularly for youth and the educated 
unemployed.

(d) More importantly, credit co-operatives 
are facing increasing competition from 
nationalised commercial banks and 
marketing co-operatives and from the 
private trade.

As a result, the complexity of the problem 
faced by credit co-operatives has increased to 
such a level that a fresh assessment is required 
on the part of co-operative leaders.
2. Problems

While in some countries progress has been
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very remarkable (and in some parts of some 
developing countries co-operatives have been 
able to cover effectively almost 70 to 80 per 
cent of the farming population), in many 
others varying and complex problems are being faced by them.

(a) Coverage of credit co-operatives is not 
expanding at a rate commensurate with 
the people’s expectations. Still more 
unsatisfactory is the progress of market
ing, processing and producers’ co
operatives, even though in some iso
lated sectors like dairy, sugar, cotton, 
etc., marketing-cum-processingco-oper- 
atives have achieved remarkable success.

(b) Under political pressure, credit co
operatives have sometimes been forced 
to expand to comply formally with 
quantitative targets; in such cases, the 
qualitative changes that should have 
accompanied and in some respects even preceded, quantitative expansion, e.g. 
with institutional checks and balances, 
have been conspicuous by their absence. 
Consequently, defaults have increased, 
particularly in countries where trade 
terms are unfavourable to agriculture, 
or in areas which are susceptible to 
natural calamities.

(c) In some countries, as a result of rapid 
expansion of credit co-operatives, un
accompanied by changes in the tenure, 
production, or supporting services 
structures, co-operatives have virtually 
reached the limit of their potential, 
given the rural institutional constraints. 
The limited capacity of rural institutions 
to effectively absorb, use, supervise and 
repay investment funds has sometimes 
forced credit co-operatives to divert 
funds from high priority rural develop
ment objectives to low priority sectors 
in the urban areas. Almost invariably, 
this diversion on the part of co-opera
tives is a proposition forced on them by 
the compulsion to avoid losses.

(d) The availability of trained manpower 
has not increased par/ passu with the 
increasing complexities of operations 
undertaken by credit co-operatives. 
Improvements in training facilities and training techniques have not kept pace 
with the increasing demands for train
ing associated with the increasing 
responsibilities of credit co-operatives.

(e) Observed changes in structure, proced
ures, policies and functions within the 
co-operative sector—regarding both

scale and quality—have often fallen 
short of what is desired.

3. Challenges
In the developing countries, in the context 

of an economy which is not integrated, is 
scarcity-ridden, and wherein the tenure and 
the production structure, as well as the sup
porting services structures, have often been 
the main factor limiting the growth of credit 
co-operatives, simplistic analyses based on the classical macro-economies approach, or 
for that matter on the micro approach in 
terms of efficient management of co-opera
tives through trained personnel, have very 
limited validity. For a more productive 
analysis of challenges faced by co-operatives 
in developing countries, it would be advisable 
to discuss the problems of credit co-opera
tives in the context of the wider problems of 
developing institutions in a pluralistic society.

Appropriate note will need to be taken of the fact that in many developing countries the 
disequilibrium in the economy is often a result 
of the process of development of a non- integrated, semi-monetised and scarcity- 
ridden economy. A special note should be 
taken of the fact that many developing 
countries have mixed types of economy in 
which the state is assigned an important role, 
not only in the field of finance and banking 
but also in the field of input supplies, produc
tion, marketing of output and distribution; 
due cognisance needs to be taken of the fact 
hat in many developing countries the state 

assigns a pivotal role to co-operatives in implementing its development programme. 
In this context, the development process is 
almost always accompanied by structural 
iransformation. In pluralistic societies, for 
ensuring peaceful and gradual transformation 
of social structures, it is necessary to resolve 
conflicts between (a) social objectives and 
private profit motives, (b) administrative 
controls of market mechanisms and attempts 
to promote popular participation through 
co-operatives, (c) policies aimed at increasing 
productive efficiency with those aimed at 
encouraging involvement of the poor in the 
development process. These conflicts have to 
be resolved through institutional innovation 
and in concrete terms through political, juridi- 
cal, legislative, executive, technical and 
administrative measures. It is against this 
background that challenges have to be 
squarely faced by co-operatives.

Schematically, the various challenges can 
be grouped as under:
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'(a) Internal to the co-operative credit 
structure

(i) The evolving of loan policies and 
procedures to prevent leakages and 
corruption.

(ii) Legal machinery, adjudication, tribunals for speedy penalising of 
defaulters.

(iii) Institutional checks for audit, 
supervision and inspection.

(iv) Co-ordination between short-term, 
medium-term and long-term fin
ance,

(v) Evolving a vertically integrated 
co-operative credit structure.

<b) External to the co-operative credit struc
ture but within the co-operative system

(i) Vertical and horizontal integration 
between different types of co
operatives.

(ii) Management of multi-service 
credit co-operatives.

(iii) Relationship between credit, con
sumer and housing co-operatives, 
etc.

(iv) Synchronisation of the rate of 
development of credit co-opera
tives with that of marketing-cum- 
processing co-operatives.

(v) Financing by credit co-operatives 
of a vertically integrated marketing- 
cum-processing co-operative struc
ture.

{c) Relationship between co-operatives, 
national financial systems and the state

(i) Co-operatives and parastatal org
anisations concerned with state 
agricultural price stabilisation pro
grammes.

(ii) Credit co-operatives and the central 
bank; evolving a new pattern of 
relationship on the basis of equality.

(iii) Preventing domination of co
operatives by the bureaucrats of 
the state yet ensuring state support 
for co-operatives.

(iv) Credit co-operatives and com
mercial banks/nationalised commercial banks.

(v) Co-operatives as the main sector 
for rural development.

<d) External: modus vivendi with the private 
sector

(i) Increasing internal efficiency of co

operatives to compete with private 
sector institutions.

(ii) Re-orienting the functions of credit 
co-operatives to give needed sup
port to marketing and processing 
co-operatives.

(iii) Resisting and preventing domina
tion of co-operatives by urban 
interests, the rural rich, or vested 
interest groups.

The above list is not exhaustive, neither is 
it implied that the issues mentioned are 
relevant to every country. Hence it is not 
possible to make a broad generalisation for 
the developing countries as a group, but what 
is important to note is that a group of these 
issues together needs to be analysed in detail 
and a proper strategy needs to be evolved to 
resolve the conflict so as to create the opti
mum conditions for the growth of credit co-operatives.

By way of illustration, one of the issues, 
namely (a)(ii), “ Legal machinery, adjudica
tion, tribunals for speedy penalising of 
defaulters”, may be referred to. In many 
countries, the registration of co-operatives and periodic inspection of these co-operatives 
is assigned to an administrative unit within 
the government. But it is important that the 
legal structure envisaged, whether courts or 
special tribunals or adjudication procedures, 
should be conducive to speedy dispensation 
of justice. More importantly, given the social 
responsibility of co-operatives, the co
operative units should be in a position to 
penalise defaulters and that, too, in a speedy 
manner without undue interference either by 
the executive or by the legislative authorities, 
or for that matter by the financial authorities. 
This implies that the rights and duties of co
operatives vis-a-vis the state, financial institu
tions, the legislative organs, ought to be 
clearly defined and protected by a viable and 
a credible judicial machinery. An issue like 
this will involve all organs of the state, yet it 
is a sad experience that this aspect is often 
neglected, which ultimately results in lack of 
confidence in the performance of co-opera
tives.

Another type of challenge which co
operatives have to face is with regard to the 
age-old principle of the “separation of bank
ing and commerce.” This concept, which is 
based on a long tradition in the field of bank
ing, has been followed in higher level co
operative units and there is a tendency in 
many countries to separate credit co-opera
tives from marketing and processing co
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operatives. There is no denying the fact that 
co-operative banks involved in commercial 
trading are exposed to high risk. Co-opera- 
tive bank supervisors could also be involved 
to a substantial degree in decisions involving 
trading companies which could well hamper 
the successful functioning of the co-operative banks as independent financial organisations. 
Yet the time has come when the inter-linking 
between co-operative banking and co
operative marketing and processing has to be 
encouraged through innovative experiments. 
In many countries, there is no doubt that any 
further expansion in credit co-operatives is 
virtually impossible without concomitant 
development of marketing and processing co
operatives to ensure proper recovery of loans. 
Further, the absence of marketing co
operatives also forces well-developed credit 
co-operatives to divert their surplus resources 
to other sectors, some of which may be in 
direct competition with the marketing cooperatives. It is noteworthy that even as 
conservative an insitution as the Federal 
Reserve System of the United States has had 
to revise its age-old views, as will be seen from 
the following extracts from the statement by a 
member of the Board of Governors of the 
Federal Reserve System before the Committee 
on Banking, United States Senate, 25th July, 
1980 (Mr Wallich):

“At the outset, I should like to reaffirm 
the view of the Board that the United States 
needs a strong export sector. The develop
ment of export trading companies will 
probably assist in achieving this goal . . . 
Banks have an important role to play in 
financing US exports, and banks can assist 
export trading companies in this country 
by providing financing and by offering a 
wide range of export-related services.” 

Arguing in favour of the banks’ participation 
in the share capital of the export trading 
companies, Mr Wallich goes on to say: 
“ . . . The Federal Reserve has tried to design 
safeguards that would make it possible to 
permit a degree of bank participation in 
export trading companies without breaching 
the separation of banking and commerce . . . 
In particular, the Board urges that S.2718 be 
further amended to provide the following;
(I) A Banking organisation would be permit
ted to invest in an export trading company 
only up to 20 per cent of the shares of the 
trading company. (2) A group of banking 
organisations could not own more than 50 
per cent of the voting stock of any single 
export trading company.”

It will be seen from the above statement 
that the banks have been asked to undertake 
responsibilities which have never been under
taken by them in the past. There is no reason 
why the co-operative banks should not also 
participate more actively in organisation, 
promotion and strengthening of marketing 
and processing co-operatives in future.
4. Desirable Goals

Co-operative development, as noted earlier, 
is always accompanied by structural changes. 
Structural changes do generate imbalances, 
and new policies are likely to produce under
standable mistakes. Under such conditions, 
self-discipline and coherent financial manage
ment become particularly crucial for the 
survival of co-operatives. In this process 
democratic consultations between people’s 
organisations, government and financial 
institutions are essential to prevent the 
ascendancy of de-stabilising forces. Such basic 
questions as how to reconcile the expectations 
of co-operative members with actual possibili
ties, or productive efficiency with popular 
participation, need to be adequately resolved 
in both technical and political terms, and, 
more importantly, in institutional terms.

Reconciling production efficiency with 
popular participation should therefore be the 
main goal of co-operatives in the ’80s and 
’90s. This will involve two major aspects (a) 
institutional development, and (b) structural 
reorganisation; in a sense these two aspects 
are complementary to each other and some
times one cannot be easily differentiated from 
the other.
//. Institutional Aspects

In developing countries with a pluralistic 
political structure, the government, the 
central bank, commercial banks and other 
financial institutions are in a position to 
mobilise resources for rural credit. In many 
countries, the limiting factors are neither 
financial resources nor lack of knowledge of 
banking procedures. The limiting factors in 
these cases are; (a) working rules influencing 
the relationship between the state and the 
farmers’ organisations are not properly 
defined; (b) the legal framework and the 
judicial administrative machinery are not 
conducive to a rapid expansion of co
operative institutions; (c) the policy measures 
evolved by government in fields which have a 
direct impact on the performance of co
operatives are not adequately and properly 
integrated with measures aimed at developing 
co-operatives.
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Because of intertwining between rural 
institutional structures, co-operative development policies are in effect public policies made 
operative by practical and/or social judgments 
of what to do, how and where to do it, and by 
whom it should be done. In effect co
operative policies are guidelines to the “(a) 
use of powers of the state by public officials,
(b) exercise of financial powers by central 
banks and commercial banks, (c) use of 
judicial powers by courts, tribunals and com
missions, and finally, and more importantly,
(d) exercise of political power by the people 
themselves.” This procedural dimension is 
one crucial part of public policy: it is comple
mented by a substantive dimension which 
treats anticipations of performance among 
co-operative members if the policy is imple
mented.

The co-operative development policy can 
be made objectively secure only by (a) evolv
ing dependable financial, organisational, executive, legal and social procedures; (b) 
introducing politically feasible, organisation
ally viable and operationally efficient institu
tional checks and balances to ensure 
development of co-operatives within the 
framework of public purpose. Thus the 
institutional approach is of crucial relevance 
to the development of co-operatives in the 
developing countries. This is particularly so 
because the institutional approach sees rural 
society as a composite of the rich and the 
poor, of the powerful and the weak; it 
assumes that changes are necessary to protect 
the weak from the strong; it examines the 
vulnerability of the weak to the arbitrary actions and decisions of the strong and is 
devoted to the evolution of rules and proced
ures to protect the rights of the weak, within 
a pluralistic society, and to offer him incentives 
(security of expectation) to facilitate his 
participation in the co-operative process.
B. Structural Transformation

As regards structural transformation of co
operatives, there is need for redefinition of 
the goals of co-operatives.

First, in the past, co-operatives were often 
conceived merely as an appropriate institu
tional agency for accepting the deposits of 
the rural rich and for disbursing them in the 
form of credit to needy rural producers. In 
order to solve the problem of the small 
peasants, co-operatives need to be increasingly 
used as an instrument for organising small 
owners into a purposive system for accelerat
ing investment in the desired channels within 
the local community. The new role that credit

co-operatives are expected to play, based on 
the concept of “open membership”, makes it imperative that they be viewed as an integral 
part of the co-operative system.

Second, successful integration between credit and marketing can be made possible 
only if there is co-ordination between loaning 
operations, marketing, and recovery of loans through an integrated structure of co
operatives. The various units at the rural 
level can be supported by higher level federal 
co-operative units at the semi-urban level. 
Each such vertically integrated unit specialis
ing in credit, marketing, insurance, etc. has 
itself to be integrated horizontally at each of 
these three levels. It is only thus that the 
entire co-operative system enables individual 
co-operatives to perform as part of the main 
system and not merely as individual units.

If the entire co-operative institutional 
framework works in unison with the govern
ment’s policy, even the weakest co-operative 
unit at the lowest level can have the strength 
of the entire organism. If this co-operative 
system functions in the context of a well- 
formulated price policy, the risks associated 
with marketing and competition with private 
trade can be reduced appreciably. Unless 
credit co-operatives are sponsored as part of 
an integrated credit and marketing system, an 
individual co-operative unit is able to with
stand neither the internal stresses arising out 
of conflict of interest—between rich and poor 
farmer, between landlord and tenant, and 
between big farmer and labourer—nor direct 
attacks and competition from outside.

Third, the co-operative system, with credit co-operatives occupying a strategic position, 
should be capable of being ubiquitous and 
capable of operating at relatively low cost. At 
the same time, the co-operative structure 
should be in a position to keep social policy 
objectives fully in view and to fulfil them 
adequately. But what is more, it should act 
as an autonomous system on its own. Its 
structure and autonomy should guarantee 
open public operations. Thus, it should be an 
agency which can be effectively used by the 
state for furthering the social and general 
welfare objectives of its policy. At the same 
time, its operations should fulfil the cherished 
objectives of decentralisation and encourage
ment of local leadership. The system should 
be capable of promoting effective growth and 
development from the community upward, 
of group activities of the producers; this can 
be effectively achieved only through popular 
participation.
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Fresented by 
D. S. RAJ 
Regional D irector 
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RELATIONS BETWEEN CO-OPERATIVES AND 
THE STATE*

If there is a field in which profound changes 
have taken place in the course of the last 
twenty years, it is surely in the organisation 
and regulation of relations between the 
executive authority responsible for managing 
the economy of each State, and the co
operative or pre-co-operative institutions 
which play, or aspire to play, a role in the 
economic and social life of their respective 
countries. It will be readily agreed that the 
various important legal and regulatory texts 
adopted in this connection provide a guide 
to these changes that is both accessible and 
convenient, though of course it is not the 
only one. The very manner in which they are 
applied may also have a determining influ
ence on their effects. Furthermore it must be 
stressed that we should take into account not 
only those texts dealing directly or solely with 
co-operatives: many aspects of their daily 
life are governed by legislation and regula
tions of a general kind. It is nonetheless true 
that, as a preliminary step, we can restrict 
ourselves—as will be the case here—to the 
examination of laws that are in effect cooperative, with their application, in order to 
form a reasonably accurate idea of the way 
in which governments have, at world level, understood their responsibilities regarding 
the conditions affecting the creation and 
operation of co-operatives.

The preliminary work carried out by the 
ILO for the creation of a data bank for 
collecting and processing all available 
information on co-operative legislation, 
regulations and statistics, taking into account 
only those texts dealing with co-operatives as 
a whole (and ignoring both those—notwith
standing very essential—which in certain 
countries introduce co-operative education 
at school and university levels, and those— 
likewise very significant in their effects— 
which have brought about either a transfer of responsibility in the supervisory ministries or

profound changes in the very structure of co
operative movements at national level) reveals 
that between 1960 and 1980:

— a co-operative law was introduced for 
the first time in 17 countries (13 in Asia, 
the Middle East and the Pacific, and 4 in the Americas); t

— general co-operative legislation was 
completely changed in 80 countries, of 
which 34 African, 18 in the Americas,
16 Asian/Middle East/Pacific, and 12 
European. It was even changed twice in 10 African, 6 Asian, 2 American and 
1 European country; and three times in 
1 African and 2 Asian countries;

— the regulations governing agricultural 
co-operation alone were transformed in 3 European countries and 1 American 
country;

— more or less important amendments 
were made to the laws of 20 other 
countries (7 American, 6 African, 6 
Asian and 1 European);

— only 36 countries (11 American, 10 
European, 10 Asian and 5 African) have 
retained intact, or without significant 
changes laws of varying dates, some of 
which go back to the last century, and 
which governed their co-operatives prior 
to I960;

— only two examples can be found of 
“new laws” which have resulted, or 
could result, in the disappearance of co
operatives: in one country, following 
the adoption of a new law, co-operatives 
have lost recognition as specific 
organisations possessing individual 
status; in the other, certain legislative 
and regulatory provisions strike a very 
heavy blow at the essential conditions 
for the application of co-operative 
principles.

Thus, although perhaps we have not been 
very much aware of it, the last twenty years

♦P aper p repared  by R . L ouis, ILO , G eneva.
-f W hile m ost o f  the newly independen t countries o f  A frica and  the C arribean  have changed the ir co-operative laws 
since 1960, this does n o t m ean th a t these were the  “ first co-opera tive law s” o f  a general k ind  applicable in these 
countries, since the English, F rench, Belgian, Ita lian  and  P ortuguese colonists had  b rough t w ith them  the ir own 
hom eland legislation, adap ting  it m ore o r  less fo r the purpose.
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have been marked by a basic transformation 
of relations between the co-operatives of 
more than two thirds of the countries of the 
world and their executive authorities.

Nor does the process yet appear to have 
ended. Drafts of new “co-operative bye- 
laws”, in the form of general laws, ordinances 
or statutory orders, are now being studied in at least 53 countries (22 in the Americas, 19 
African, 9 Asian and 3 European), 24 of 
which had not changed their co-operative 
legislation over the past 20 years. If these 
drafts become law, then only 27 countries in 
the world will not have profoundly modified 
the conditions affecting the creation and 
operation of their co-operatives since I960.

An examination of the texts at present in 
force (irrespective of the conditions under 
which they are applied) and of these draft 
laws reveals, at a very general level, five 
different attitudes of the executive authority, 
shared by the legislature wherever the general 
texts concerning co-operatives must receive its previous approval. They can be listed as follows:
(1) Negative: shown by the adoption of 
measures hostile to co-operatives or discriminating against them, whether by suppressing 
them forcibly or in stages, by rendering 
impossible the creation of new co-operatives 
at local or higher level, or simply by making 
more difficult their daily functioning.
(2) Indifferent: when nothing is done either 
for or against them, their development being 
neither hindered nor facilitated, with no 
recognition of their outstanding role in favour 
of the least privileged categories of the 
population, or even of their specific character.
(3) Theoretically favourable: when, in one 
way or another, the texts adopted and the 
official declarations recognise the special 
character of co-operatives and the role they 
can play in the improvement of living condi
tions and national development, but without 
measures being taken to enable them to over
come diflnculties (apart from those inherent 
in their very nature) due to circumstances 
outside their control which often constitute 
insurmountable obstacles to their take-off 
and also to their further expansion.
(4) Paternalistic: when for various reasons, 
governmental authorities, even with the 
intention of being helpful, consider that co
operatives are not yet capable of managing 
their own affairs and therefore take them 
over, create and manage co-operative institu
tions, often drafting their own staff to run 
them, grant advantages and privileges and

allocate resources to what have become, in 
fact, “their” co-operatives.
(5) Genuinely positive: as defined to some 
extent by Recommendation No. 127 adopted 
in 1966 by the ILO Conference, when the 
State, while respecting the independence and 
autonomy of co-operatives, recognises not 
only their right to exist but also their specific characteristics, accepts and even seeks the 
collaboration they can provide in the manage
ment of the national economy in those fields 
in which the government’s authority and competence are limited.

This last attitude will lead governmental 
authorities to go beyond the adoption of 
special legislation and regulations, applicable 
to co-operatives in general, permitting them to “operate on not less than equal terms with 
other forms of enterprise” (Rec.l27.JI[.l I) 
and eliminating “provisions contained in 
(general) laws and regulations which may 
have the effect of unduly restricting (their) 
development” {Rec.I27.m.W). It will lead them to “formulate and carry out a policy” 
which will be “without effect on their 
independence, , . . integrated in development 
plans, (and) kept under review and adapted 
to changes in . . needs . . . The governments 
concerned should associate co-operatives . . . 
with the formulation of national economic 
plans and other general economic measures 
. . . liable to affect their activities . , . (and) 
with (their) application . . . insofar as this is 
consistent with their essential characteristics” 
(^Rec.127.11.4-9). It will also imply disseminat
ing “a knowledge of the principles, methods, 
possibilities and limitations of co-operatives 
as widely as possible among the peoples . . .” {Rec.127.ni.14). It will be further shown by 
the setting up of governmental structures 
capable of guiding, advising and, in certain 
cases and for certain activities, efficiently 
supervising co-operators and their democrati
cally elected representatives.

Lastly, insofar as this lies within the powers 
of the State and is compatible with the 
imperative requirements of national develop
ment and the co-operatives’ true capabilities, 
this attitude will lead the responsible authori
ties to grant co-operatives, equally with 
others, justified economic and financial aid 
not entailing “any obligations contrary to the 
independence or interests of co-operatives” 
{Rec.127.20(2).), it being thus clearly estab
lished that, when the need arises, the State 
will provide assistance to particular sectors of 
economic or social activity but not to a 
specific type of undertaking, and that it is
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essentially “designed to encourage rather 
than replace the initiative and effort of the 
members of co-operatives” (Rec. 127.20(2).).

Many factors intervene in the adoption of 
any one of these attitudes by the Public 
Authority and the Legislature. One of the most important is doubtless the fact that, 
despite their already long history, co-opera- 
tors still remain a minority as compared with 
the population as a whole in most countries. 
Statistics published by the International Co
operative Alliance on the occasion of the last 
International Co-operative Day, based on 
1977 figures, put its total membership at 355 
million. Whatever reservations may be made 
regarding these data, they nonetheless show 
clearly that 280 million individuals, that is 
three-quarters of the total, are divided 
between 12 countries in which, apart from a 
few exceptions, the role of co-operators in the 
national economy is not yet proportional to 
their number and is in some cases almost 
marginal.

Under these conditions, the attitude of the 
Executive Authority towards co-operatives 
at any one time is obviously, at best, merely 
the sometimes temporary result of com
promise between the various pressures to 
which it is subjected as a result of its par
ticular duties, but its attitude will also vary 
according to the options it has made at 
various levels and the national co-operative 
movement’s willingness to take part in the 
development effort while safeguarding its 
own autonomy. Such willingness, however, 
must be clearly expressed and shown. Other
wise co-operative expansion will be domin
ated and directed by the State which, in most 
countries, is exercising increasing authority 
in the economic and social sectors. But such 
“co-operative expansion” is not necessarily 
“co-operative development” , since the State’s 
attitude to co-operatives is essentially deter
mined by the role it intends to make them 
play as instruments of a policy enabling it to 
meet its responsibilities.

This is particularly true in matters of thrift 
and credit. In this sector, no matter how 
attached governments may be to the prin
ciples and methods of co-operation, the 
Executive Authority has a twofold concern 
and a double role. On the one hand, respon
sible for public order, it must take care to see 
that any institution taking charge of its 
citizens’ deposits carries out measures to 
safeguard those deposits. On the other, one 
of its basic functions is to “create money”. 
It must therefore keep a very close watch on

all private status bodies pursuing activities 
which bring them into money-issuing 
channels. Here the distinction to be made is 
not between savings co-operatives and thrift 
and credit co-operatives, but between non
banking financial institutions which collect 
savings and only grant credits within the 
limits of these resources, and banking institutions which participate indirectly in the 
“creation of money” through rediscount of 
short-term bills of exchange or mobilisation 
of medium- and long-term bills.

On the question of safeguarding citizens’ 
savings, it is perfectly normal for the Exec
utive Authority to lay certain restrictions on 
co-operatives, especially on those which grant 
loans from resources they have collected 
directly. But when it is only a question of 
savings, such provisions should not go so 
far—unless the Authority holds a negative 
attitude with regard to these co-operatives— 
as fixing the minimum number of members 
or even the minimum amount of working 
capital co-operatives should amass before commencing operations, or, at certain times, 
not permitting the creation of co-operatives 
having this sole activity—by refusing 
approval for example, or forbidding one 
person to be a member of several such co
operatives.

On the other hand, it can perfectly legitim
ately specify the conditions to be fulfilled by 
their elected or appointed executives (or 
their employees if such be the case), and the 
various guarantees it is incumbent on them 
to supply, and it can also fix certain regul
ations for the investment of sums collected 
and the periodic checking of operations carried out, as well as for the creation of 
savings sections in co-operatives having other 
activities.

It is irrelevant, in the long run, whether the 
Executive Authority is indifferent or theor
etically favourable towards this first type of 
co-operative. It would be more dangerous for 
them if the Authority were to have a negative 
attitude, and equally so if it were to become 
paternalist, particularly when it is a case of 
multipurpose co-operatives including such 
savings, since the deposits of certain members 
could be employed, outside their control, for 
risky operations.

It can be questioned whether it is ultimately 
advantageous for a co-operative movement, 
even at its beginnings, if the Executive 
Authority adopts an attitude that is clearly 
and truly positive towards co-operatives 
having savings as their sole activity and
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objective. Indeed, since thrift is basically a 
personal effort to support mutual aid, it is in 
reality, like co-operation for that matter, more the “daughter of education” than of 
"necessity” . Moreover this type of co
operative aims, generally during the first 
stage, at liberating its members from their 
obligations to other, often usurious, lenders; 
during a second stage, at enabling them to 
better satisfy their basic needs, that is to 
acquire goods of daily consumption; and 
subsequently to acquire goods of deferred 
consumption once their economic and social 
position has considerably improved. Very 
rarely does it help members to increase their 
means of production as individual entre
preneurs, farmers, artisans, fishermen or 
shopkeepers. Finally, their role does not 
essentially affect the nature of goods con
sumed on a national scale, although it does 
have some influence on their quantity, the 
countervalue of the moneylenders’ interests 
having changed direction.

A clearly positive attitude of the Public Authorities towards such co-operatives would 
only be of economic significance if they were 
to direct their efforts towards the utilising of 
savings for essentially productive purposes. 
But such conduct on their part would incur 
the risk of diminishing their role in the initial 
improvement of living conditions for the 
least privileged with the result, sooner or 
later, of alienating the latter. Here again we 
come up against the dangers of a paternalist 
attitude. As there can be no question of inter
vention by the Public Authorities, with 
guaranteed success, in the matter of interest 
rates (which would furthermore be contrary 
to the educative aim pursued, and even to the 
co-operative notion of economic service, 
since the money is to receive only low 
remuneration) or in deposit guarantees, this 
positive attitude would finally be reduced to 
providing co-operators with a certain type of 
civic education, which should normally be 
given to all by the State since such is its 
essential duty as well as one of the primary 
conditions necessary for balanced national 
development of the nation. It is therefore not 
evident that a movement would draw any 
long-term advantage from such a “privilege” 
granted to its members, sometimes to the 
detriment of other citizens, and from specifically co-operative training of its members 
being provided by bodies that are no doubt 
well-meaning but outside the movement. It 
has only too often been stressed that one 
cause of weakness in certain co-operatives,

and even in whole co-operative sectors, 
originates essentially in co-operative edu
cation and training not being provided for 
future members before the commencement of mutual activities, and we do not need to 
further insist on this point.

The history of thrift co-operatives in 
several countries moreover illustrates that 
their promoters, unconnected with the Public Authorities, have often preferred a theor
etically favourable attitude on the part of the 
latter. We can even find in Africa, and in the 
Caribbean in particular, many examples of 
thrift co-operatives that are established with
out even being “officially registered”, but 
which nonetheless operate to the full satis
faction of their members.

There is however no question of accepting 
such a position when it is a matter of thrift and credit co-operatives (or credit co
operatives), in respect of which it is the Public 
Authority’s absolute duty to follow closely 
certain aspects of their operations. It could 
not, for example, tolerate institutions granting loans at illegal rates or not offering minimum 
guarantees to their depositors, whose savings 
are in part or totally no longer held with 
maximum security as is generally the case with thrift co-operatives, but are re-committed 
to the economic system, with all the risks that 
this implies. To avoid abuses, it is logical that, 
in certain cases, it should fix rules for the 
granting of loans or concerning the expulsion 
of members or the suspension of adminis
trators, the reasons for dissolution, and the 
keeping of detailed records. The precise list 
of these normal and perfectly acceptable 
powers of the Public Authority can be drawn 
up without great diflSculty. Among them, the carrying out of regular audits ranks high.

But the problems raised by relations 
between the State and thrift and credit (or 
credit only) co-operatives vary, depending on 
whether co-operatives;

— only grant loans from their own 
resources (capital, reserves) or from 
deposits which they, and only they, have 
received;

— having become linked together in one 
way or another, have pooled a part or 
the whole of the resources they employ 
for the granting of loans, without calling 
upon sources of finance outside the 
group;

— whether or not in conjunction with 
others, employ for their credit oper
ations capital not derived solely from
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the co-operative sector, without neces
sarily becoming banking institutions;

— also act on behalf of co-operative or 
public banking institutions;

— have other activities in addition to thrift 
and credit.

The situation becomes even more complex 
when several of these sub-categories of thrift and credit (or credit only) co-operatives are 
represented in one and the same national 
movement.

The Public Authority’s attitude towards 
these co-operatives must really, then be 
judged according to three criteria, at least, 
applied simultaneously:

— the importance which national legis
lation and regulations place on the bye- 
laws of individual co-operatives and 
unions, which latter constitute their 
charter and the true contract between 
the members of the organisation;

— the diversity of such legal and regulatory 
texts, taking the characteristics of each sub-category into account;

— the forms of supervision exerted over 
them, and the extent or lack of concer- 
tation between co-operatives and the 
Public Authority when it is necessary to 
study, put into force or correct the mode 
of operation of these institutions.

In fact, identical items have to be dealt 
with very differently. Thus there is no 
“public law” or “financial policy” reason 
that justifies members of a co-operative of 
the first sub-category not being able to 
decide alone, provided they are consulted by 
their elected leaders and a fortiori by their 
appointed managers, what shall be the 
maximum loan granted to each of them. 
Here it is a case of direct democracy, although 
assuming previous training of the members 
and the possibility of control by them, in 
particular for the purpose of preventing 
persons of standing or influence from 
utilising the co-operative’s resources solely 
for their own profit. The law or regulation 
must provide for adequate forms of super
vision, but autonomy in this respect should 
be strictly observed. That special provisions 
may have been made in the bye-laws or 
internal regulations as to the maximum 
amount of loans is of small consequence 
provided they have not been imposed from 
the outside. The same principle applies to the 
purpose of the loans, the guarantees to be 
supplied by borrowers, who are in principle

the members and depositors, and the distri
bution of surpluses.

It is on the other hand perfectly normal 
that statutory autonomy and autonomy in daily operations should be somewhat reduced 
in the second case. Here the Public Authority 
can legitimately require that voluntarily 
grouped organisations should concert their 
policies on, for example, the admission of 
new members, the granting of loans, the allocation of supplies, and even the represen
tation of the federated body on certain 
bodies of the primary co-operatives, since 
resources and their utilisation are at different 
levels. It would be likewise legitimate, for the 
same reason, for the State to impose regul
ations of an identical or similar nature on the 
thrift-credit sections of multi-function co
operatives, where a “communicating vessels” 
policy is practised between the various 
sections. On the other hand, the State’s 
conduct would be paternalistic—or negative 
—at this level if, using the pretext of the 
extent of the operations by these groups 
(actual or forecast), it were to impose its 
representatives on the councils and assem
blies of the co-operatives or their “unions” , 
or assumed to itself the right to dissolve 
these bodies or to suspend or expel their 
legitimately elected members without any 
justification.

However, the State cannot be taxed with 
either paternalism or opposition if it imposes 
restrictions on co-operatives employing 
capital originating in part outside the co
operative sector, even though they themselves 
do not yet form part of the banking sector; 
such restrictions may afl'ect their freedom in 
the allocation of proceeds, may require a 
minimum capital, and may even enjoin strict 
provisions as to the purposes for which loans 
are granted. The overall economic and 
financial policy of the State, in that case, is 
directly concerned with the utilisation of 
resources originating outside the particular 
sub-unit (accepted as such in that it has its 
specific rules and enjoys a certain autonomy) 
since the reimbursement of these funds must 
be guaranteed to those outside the sub-unit 
who have provided them. A fortiori the State 
is even more concerned if it has itself pro
cured this additional capital. In this case, such 
provisions are acceptable which give its 
representatives some power of decision, in 
addition to their normal supervisory powers.

It must be noted, furthermore, that the 
exercise of these supervisory powers, apart 
from the texts themselves, clearly reveals the



actual attitude, not so much of the Public 
Authorities as of their representatives 
towards co-operatives. The organisation of 
this supervision—and in many cases of what amounts to guardianship—inevitably gives 
rise to certain problems. In a great many 
countries such supervision is exercised direct 
over all co-operatives, irrespective of their 
activities, by a single ministry or authority of 
the necessary status. But in various countries we find, in addition to ministries of co
operatives, ministries of agriculture, economy, 
rural development, labour, social affairs, 
finance, trade and industry, planning, devel
opment, etc. In some countries, on the other 
hand, each ministry is to some extent respon
sible for co-operatives carrying out operations 
that fall within its own field.

There is no proof that the first solution, 
often favoured by co-operative movements 
(especially when they procure the creation of 
a co-operative ministry, or a ministry with a 
title that expressly includes the word “co
operative”), is the one most favourable to 
co-operative development or the one most 
likely to lead to a larger number of Public 
Authority representatives evincing a real 
interest in co-operatives. In fact it reveals 
numerous disadvantages. Tt is evident that, operating in all or nearly all economic and 
social sectors as they do, co-operatives must 
deal with the competent technical ministry 
on many questions; even thrift and credit 
co-operatives may have dealings with the 
ministries of agriculture, industry, fisheries or 
transport, naturally not forgetting the 
ministries of finance and economy. But the 
experts of these various ministries are very 
often tempted not to reply direct to their 
requests, under the pretext that the latter are the concern of another ministerial depart
ment. On applying to this other department, 
its members, who cannot claim to be fully 
informed on all problems arising in all fields, 
and on all the possible solutions to them, 
must turn to the first ministries without being 
certain of receiving a welcome any different 
from that given to the co-operatives them
selves. Admittedly, such problems can some
times be solved at a non-institutional level or 
by personal contacts. But this administrative 
structure can cause great loss of time and 
waste of energy.

The second solution deserves close examin
ation. Intrinsically it has definite advantages 
when there are, in each department, men who 
are familiar with co-operative reality and its 
problems, who can thus help in solving them

as quickly as possible and who can take the measures and decisions which effectively fall 
within their competence. From many points 
of view, these various representatives of the 
Public Authorities would certainly be better suited for carrying out the necessary super
vision and for guiding and advising co
operatives, and more inclined to respect their 
autonomy since their observations and advice 
could not concern all aspects of their operation.

In this field, we could consider it as a 
manifestation of a really positive, rather than 
paternalistic attitude towards co-operatives 
on the part of the Public Authorities if they 
were to organise, in each ministerial depart
ment, “reception, advisory and audit” struc
tures for co-operatives and for co-ordination 
between them; and above all if they were to 
carry out a programme of co-operative train
ing for all representatives of the Public Authorities who have to deal directly or in
directly with co-operatives or with any rele
vant files. We already find in some European 
and North and South American countries another proof of a positive attitude, in the 
form of consultation with the co-operative 
movement organised voluntarily by the Public 
Authorities prior to enacting any important 
measures concerning them.

The history of thrift and credit co-operatives 
shows that the appropriate time for such an 
exchange of viewpoints in depth, as a prelude 
to the setting up of procedures and pro
grammes, is reached when the co-operatives— 
for various reasons, generally insufficient 
deposits from their members and lack of 
planning—begin to use capital from public 
origins, although they are still not banks; 
such borrowing may well lead to rapid loss of their financial independence, until they are 
no longer able to meet the requests for increasingly large loans from their members 
(whose expectations have been raised) and 
are finally unable to survive in any case with
out government funds.

This is the crucial stage. The dangers of the 
State’s adopting a paternalistic attitude are 
considerably increased, and the whole thrift 
and credit co-operative system can topple— 
which has already happened on several 
occasions. Therefore, well before this stage is 
reached, thrift and credit co-operatives, in 
conjunction with the other co-operatives, 
must seek consultation with the Public 
Authorities—^who can never in fact be equal 
partners since they are so much stronger—to 
persuade them to adopt a genuinely positive 
attitude, not only towards the thrift and credit
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sector but on the general question of financing 
for the movement as a whole. For once this 
stage is reached the State can no longer 
remain indifferent, or even theoretically 
favourable, and it is important to ensure that 
it does not become hostile or paternalistic.

An examination of the texts governing thrift and credit co-operatives and a survey of 
their history throughout the world, reveal 
that their relations with the State reach this 
“dangerous” stage much more rapidly when 
they become banking institutions, either 
directly or indirectly, wholly or in part; this 
appears to be the case whether thrift and 
credit co-operatives themselves attain such 
status, whether they create separate insti
tutions over which they retain control 
(admittedly a rare case), or whether insti
tutions which originally depended on them 
become independent. Once this happens, it is 
no longer the co-operative texts that primarily 
and essentially govern the new institutions they have become or have created, but rather 
the laws on banking and credit. The same 
applies when they operate as agencies or 
branches of non-cooperative banking insti
tutions.

When thrift and credit co-operatives reach 
this stage of financial dependence vis-a-vis 
the Public Authorities, or else when they 
become banking institutions, they then face 
the essential problem—which is at the root 
of most of their difficulties—of finding a 
balance between the State's monetary and 
financial policy on the one hand, and the 
continued and extended provision of services 
on the other, not only to their direct members 
but also to the movement as a whole; they 
must at the same time preserve the particular 
quality and nature of these services as well as 
members’ participation in decision-making. 
A bank is not, and does not remain, co
operative because it grants loans primarily to 
co-operatives or collects its resources essen
tially from co-operators; neither is it co
operative when it uses its power, which is 
great, to impose on the movement and its 
members aims, concepts and methods other 
than those they have themselves defined. On 
the other hand it does remain co-operative if, like any secondary or even tertiary co
operative organisation, it considers itself 
solely as a structure for the service of co- 
operators (though better informed as to 
governmental policy than its members), if it 
lays no claim to a policy of its own and acts 
as an intermediary between the Public 
Authorities and co-operators. Even if its

status is no longer strictly co-operative, it has 
emanated from the movement and is not an 
arbitrator between two sides. But since it is 
administered, not controlled, by technical 
staff who have easier and more frequent 
contact at various levels with the represen
tatives of the Public Authorities, it can and 
must be one of the points and means of con- 
certation between them and co-operatives.

Developments which have taken place 
during the past twenty years in such diverse 
countries as Brazil, France, India and Nigeria, 
to mention only a few, as thrift and credit 
co-operatives have gradually become “articul
ated” with public financing institutions, 
illustrate the obstacles which this brings in its 
train. The far-reaching reorganisations that 
co-operatives have had to undertake in the 
Argentine provide an example of the need for 
extremely careful thought on possible changes 
in relations with the Public Authorities once 
the movement begins to carry more weight in national affairs and to finalise lines (or plans) 
of action enabling it to surmount the greatest 
difficulties which may arise, possibly without 
any warning.

The time has certainly come for most thrift 
and credh co-operative organisations to con
centrate on these researches and on finalising 
their plans, all the more so since the world 
economy is becoming increasingly deranged. 
Did not UNICEF, in its 1979 report, reveal 
that at least 12 million children under one 
year of age died of hunger or malnutrition in 
the Third World? And yet, in the course of 
that same year, financial operations yielded 
fabulous sums to persons who had speculated on shortages and soaring currencies and raw 
materials (Le Monde—30th April, 1980—• 
p. 41).

Today’s co-operators, and especially those 
who concentrate on assembling and using to 
best advantage the necessary resources, first 
for the improvement of the situation of the 
least privileged and then in trying to give 
development a more human dimension, can
not hope to achieve their objectives unless, 
in consultation with the Public Authorities, 
they put forward new final goals and new' 
methods to reduce the fanta.stic imbalances 
prevailing today. The young, who represent the future of their movements, will never be 
won over by a “co-operative project” which 
“ integrates” annual interest rates of over 
20 per cent. It is therefore high time for co- 
operators to “search as those do who must 
find, and to find as those do who must search 
further” .
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THRIFT AND CREDIT CO-OPERATIVES IN SOUTH-EAST 

ASIA—AN OVERVIEW
Background

The co-operative form of organisation as 
we know it, was introduced into most Asian 
countries in the form of credit co-operatives 
as a means to fight chronic indebtedness 
among the mass of the people, mostly 
farmers. At the turn of the century, peasant agriculture was mostly at subsistence level, 
hardly providing any surpluses. The absence 
of clear titles to land, insecurity of tenure, 
absentee landlordism, low yields, unrestricted 
import policies, and consequent low prices for agricultural products, all contributed to 
perpetuating rural poverty and enriching the 
bigger landlord and the usurious money
lender, whether from the village itself or 
from outside. The commercial banking sector had little or no time or money to 
spare to satisfy the needs of the small farmer. 
Governments too, whether colonial or other
wise, were far too busy concentrating on 
revenue collection and international com
merce and hence had no effective programmes 
to meet the massive problem of rural poverty. 
Other institutional sources, from which 
assistance was available to other sectors, 
were woefully absent in the rural peasant 
sector—and over 80 per cent of the popula
tion at that time would be rural peasants. 
The peasantry, notwithstanding their level of 
poverty, had evolved mutual assistance 
schemes which provided them with the 
necessary labour and other minimum support 
on a non-nionetary basis for their agricultural 
and other pursuits, but such mutual assistance 
schemes hardly helped to generate surpluses 
which would eventually pull them out of the 
rut of poverty—these schemes helped in 
maintaining a subsistence economy—and 
surpluses when such were available went to 
enrich the landlord or the moneylender, and 
not the peasant.

It was against a background of this nature 
that the more enlightened colonial adminis
trators of the then British Empire, sought to 
find co-operative solutions to alleviate the 
conditions of the peasantry. Successes

achieved through the Raiffeisen approach in 
Europe inspired these administrators to 
experiment with the model—and conse
quently the cry was “Find Raiffeisen” as a 
means to overcome the chronic indebtedness 
of the peasantry. Thus the co-operative credit 
society, in the first instance with unlimited 
liability and later with limited liability, made 
its appearance in many of the Asian countries 
around the first two decades of the 20th 
century, giving birth to a century of significant 
co-operative development in many of the countries of the region, extending to practic
ally all facets of economic activity even in the 
post-war complex industrial society of today.
Organisation

The early credit co-operatives were small 
in size, with a very limited membership, 
often confined to the more well-to-do in the 
village; loans too were limited, and were 
mostly of a short-term nature. Loans were 
given on the guarantee of two sureties who 
were also members of the society—the guid
ing principle was that of self-help and mutual 
help and the only external assistance, when 
such was available, was from limited funds 
provided by the government under various 
schemes of assistance to the poor. The 
organisers of the societies emphasised both 
thrift and credit, and in some situations 
borrowings could be only up to a percentage 
of the individual’s own savings. Personal 
knowledge between members was given 
much emphasis. The MacLagan ConTmittee 
in India commented as follows; “We would 
lay stress on the importance of small begin
nings. The members of a society should be 
few to start with and increases should be 
gradual and the ultimate total moderate. 
The main advantage claimed for large 
societies is economy of management, but this consideration scarcely alTects rural 
society. On the other hand, small societies 
are more easily supervised and trained in 
co-operative principles, just as small classes 
are more easily taught in schools.”
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The emphasis from the beginning was 
therefore on small size and a high educational 
content. To this day many of the small 
co-operative credit societies set up in the 
early years still function, performing a useful 
service at the village level.

The general pattern of development in the 
co-operative credit sector was as follows:

(i) Thrift and Credit Co-operatives with unlimited liability were converted to 
those with limited liability. This step 
helped in broadening the base for 
membership and enabled a larger 
number to benefit from the society.

(ii) Thrift and Credit Societies became established among employees in the institu
tionalised sector—these were to grow to 
mammoth proportions in certain coun
tries, with membership extending to 
several thousands—in some countries they went under the name of credit 
unions—e.g. Australia 669 societies, 1.3 million members and 1.7 billion Austra
lian Dollars in assets, Thailand, etc.

(iii) Federation of primaries into secondaries 
at District or Regional levels leading to 
formation of an Apex Organisation at 
the national level.

(iv) The primaries federating to form co
operative Banks at the District level, 
affiliating with central co-operative 
banks at the Regional and National 
levels.

(v) Where development did not take place 
in line with (iii) or (iv) above, the credit function in some situations got inte
grated with the Agricultural and Multi
purpose Co-operatives that emerged 
after World War II.

(vi) Continuation of the Thrift and Credit 
Societies on the same basis as in the 
beginning, but now depending on co
operative or commercial banks for their 
borrowing, and for the investment of 
their surpluses. In many countries of the 
Region the simple village level credit co
operative society flourishes to this day, 
organised and maintained by a hard 
core of committed co-operators who are 
happy, in some situations, that their 
smallness has left them outside the pale 
of increasing governmental attention and 
control.

Loans were given mostly in cash on a 
short-term basis—to cover such needs as 
cultivation expenses, purchase of raw mater
ials for artisans, capital for petty traders, and

at times for the redemption of mortgages or 
the repayment of old debts. Very few societies 
went into medium-term loans to cover such 
needs as improvement of lands, purchase of 
bullocks etc.

In the case of institutionalised co-opera
tives, covering mostly salary earners, the 
purposes were more flexible with recoveries 
being made on the monthly pay sheet of the 
employee. Where this latter facility was denied at a later stage e.g. in Malaysia, the 
Apex National Organisation set up its own 
Bureau to perform this service.

It must be mentioned, however, that not
withstanding the steady growth of co
operatives in the credit sector, and elsewhere 
in such fields as Agricultural Production, 
Agricultural Marketing and Multi-purpose, 
the co-operative share in the total lending 
operations vis-a-vis the agricultural sector 
was insignificant—in most situations it was less than 10 per cent, with the balance of 
funds coming from friends, relatives or 
moneylenders.

The post-war period showed the import
ance of credit in the massive efforts made by 
most countries to increase productivity and 
to achieve their goal of self-sufficiency in 
food. To achieve this objective, many 
governments had to evolve new strategies 
for financing which involved more the agri
cultural co-operatives and the multipurpose 
co-operatives than the small village credit 
co-operatives. The recommendations of the 
Royal Commission on the Co-operative 
Movement in Ceylon headed by Dr. Laidlaw, 
reflects this changed emphasis. The Royal 
Commission said: “Whatever may be said 
for social values of small co-operatives—and 
it cannot be denied that they are often great— 
their economic benefits are often slight and of 
short duration. We therefore recommend 
that the number of primary societies be 
greatly reduced, and that the first general 
objectives of a new structure should be a 
much smaller number of large primary 
societies.” This is a trend that is noticeable in 
all countries of the region, where the concept 
of viability has been given first consideration 
in determining the size of the co-operative.

Along with this concept evolved also the 
idea that any sound credit policy could be 
developed only if the supply of credit in 
cash and kind was linked with the marketing 
of produce, with the entire procedure being 
accompanied by a system of well-planned 
advisory services, whether in the farm sector 
or in the handicrafts and small-scale indus
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trial sector. What was now being encouraged 
was a package programrne which included 
credit, extension, supply and marketing. 
Many of the small village co-operatives, by 
their own limitations, were unable to match 
the services now being rendered by the large sized agricultural or multipurpose co-opera
tive society. But many of them continued to 
contribute their mite by meeting at least 
some of the credit needs of those with 
limited means. A factor of significance and 
one which has to be taken into consideration 
is that notwithstanding the massive support 
provided by the banks and the governments 
to this sector of agricultural credit through 
the new organisations, many a small village 
credit co-operative still continues to function, 
which in effect means that there is still a 
sector which cannot qualify for assistance 
through government schemes and is satisfied 
through these village co-operatives.

Jt would be appropriate to trace the 
growth of the credit function in situations 
where it became a part of the agricultural/ 
multipurpose co-operative society. A good 
example would be that of Japan, where the 
Co-operative Society Law of 1900 made 
provision for the organisation of credit 
co-operatives in addition to co-operatives for 
marketing, processing etc.; by 1906 the credit 
co-operatives had also taken on marketing 
functions. In time these societies performed 
credit, marketing and supply functions—but 
they were operated independently and there 
was not much linkage between the functions. The new policies follow'ed by the Japanese 
government in the post-war period led to the 
establishment of the multipurpose type with 
all services required by the farmer being 
provided under an integrated approach— 
the societies today perform Guidance 
Activities, Marketing, Purchasing, Credit, 
Mutual Insurance, Utilisation and Processing, 
Education Activities, and also legal activities 
such as measures to safeguard prices, ease 
taxation, trade liberalisation etc. Co-opera- 
tive financing, covering over 15,000 agri
cultural and fishery co-operatives and over 10 
million members are combined into a 
vertically integrated structure with the 
agricultural and fishery primary co-opera- 
tives at the base, 47 credit federations at the 
prefectural level, all combining in the 
Norinchukin Bank (the Central Bank for the 
nationwide systems of Agriculture, Fishery 
and Forestry Co-operatives) at the apex.

The growth pattern is similar in Korea 
where the National Agricultural Co-opera

tive Federation functions as the apex level 
Bank both for internal and international 
transactions.

The overall situation in respect of Credit 
Societies in the member countries of the 
Region excluding India would be that there are over 38,500 credit co-operatives with a 
membership of over 48 million with capital 
reserves of over 15 million US Dollars (this 
figure refers only to the credit co-operatives/ 
credit unions and does not include the credit 
sector in the agricultural and multipurpose 
co-operatives).
Problems and Prospects

In many countries of the Region which 
commenced co-operative activity with the 
introduction of the co-operative credit 
society, the small village co-operative credit 
society and the institutionalised co-operative 
credit union or thrift and savings society 
still exist. Where such societies are linked 
with a co-operative banking structure, there 
seems to be greater progress, better dis
cipline in financial management, better 
schemes for increasing savings and better 
recovery performance.

Where such societies are dependent on the 
commercial banking sector for their borrow
ing they appear to be handicapped in their 
operations due to insufficient funds and 
consequently appear to be unable to infuse 
the necessary confidence to facilitate greater 
savings from members. As the societies at the 
village level are often quite small, the management is weak and is able only to 
perform routine functions—often the management is performed by voluntary workers 
in their spare time. There is no supporting 
scheme to enthuse these organisations to 
dynamic action—even the government de
partments concerned with co-operative de
velopment have tended to give this sector 
low priority, as compared with their intimate 
involvement in respect of the agricultural 
credit sector often operated under govern
ment plans and subsidy schemes.

Overall, both in the small size credit co
operative and in the integrated type, many of 
the co-operatives suffer from the absence of 
guarantee support both in respect of deposits 
and in respect of loans. Though some move
ments have been able to obtain limited 
government or central bank guarantees, 
even to set up a Co-operative Credit Guaran
tee System (Indonesia), yet the performance 
has not been such as to inspire confidence. 
This is an area where much can be done
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which would help credit co-operatives to 
perform better.

Another factor to be considered is the 
increasing competition credit co-operatives 
and integrated co-operatives are facing from 
commercial banks, government savings 
schemes, post offices and other institutions, 
which in recent times have intensified their 
activities in this field. With increased mechanisation and even computerisation of 
services, the customer stands to get a better 
service from the private sector banking 
institution as against the staid old systems 
followed in many co-operatives, involving a large amount of paperwork, authentication 
and consequent delay.

A further factor is that the new institutions 
are offering new loan schemes coupled with 
insurance schemes which tend to make their 
propositions most attractive to the borrower. 
In the co-operative sector, even under some 
government schemes, loans are still available 
for cultural operations but do not cover such 
aspects as subsistence of the farming family during the cultivation period or even con
tingencies—all of which makes the farmer 
borrow from several sources to meet his 
credit needs, and often compels him to 
leave repayment of the co-operative loan 
till last.

In most countries of the Region, co
operative thrift and credit continues to 
perform a valuable and significant service. 
The prospects are that co-operative credit 
will continue to be available both through 
small credit co-operatives and integrated 
co-operatives. It is necessary to enthuse and 
energise this sector in order:

(i) to inspire the necessary confidence 
among the members to make this

aspect more dynamic;
(ii) to provide a mutual guarantee system 

which will inspire the necessary con
fidence ;

(iii) to build up the necessary resources to 
make more funds available for lending;

(iv) to develop sufficient managerial skills 
to introduce a touch of dynamism in 
credit and savings operations;

(v) to develop attractive savings schemes 
to mop up surpluses at the rural level;

(vi) to devise attractive loaning policies and 
schemes which will enable a member 
to satisfy all his credit needs from one 
source;

(vii) to develop insurance schemes which 
will ensure some support to the farmer,' 
fisherman in the event of such calami
ties as crop failure;

(viii) to gradually introduce schemes which 
will avoid unnecessary paperwork and 
consequent delay;

(ix) to make available through the co
operative, assistance in financial plan
ning, family budgeting, etc.;

(x) to develop better and more meaningful 
member relations programmes;

(xi) to strengthen the supporting structure 
for credit co-operatives with District 
and Apex level Federations or co
operative Banks;

(xii) to strengthen the international support
ing structure, to provide both guaran
tees and channels for loans and in
vestments.

Much remains to be done and perhaps
this World Conference will point the way tofuture action.

Presented by 
V, S. KUSHNOOR  
M em ber, G overning Council 
National Co-operative Union of India

THRIFT AND CREDIT CO-OPERATIVES IN INDIA
General Background

The co-operative movement started in 
India basically as a Thrift and Credit Cooperative Movement for promoting thrift 
among the poor peasantry and providing institutionalised credit facilities. Ever since 
I he passing of the first Co-operative Societies 
Act of 1904, the credit co-operatives have

developed in India with State support. 
During the post-independence period Thrift 
and Credit Co-operatives were accepted as 
the main instrument of promotion of banking 
and institutional facilities in the urban and 
rural areas.

The Government appointed a number of 
expert committees/groups to examine the
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role of credit co-operatives in national 
development. The Committee of Direction 
on the All India Rural Credit Survey (1954) 
recommended an Integrated Scheme of Rural Credit and State participation in co-opera- 
tive credit institutions at all levels. The 
Working Group on Non-agricultural Credit 
Co-operatives (1964) specified the range of 
activities in which urban credit co-operatives 
could be introduced. Subsequent policies and 
programmes as outlined under the Five Year 
Plans are based on the recommendations of 
these Expert Committees.

Other supportive measures taken by the 
Government include the following:

(i) The passing of special legislation for the 
organisation and working of co-opera- 
tive institutions;

(ii) Protection of co-operative societies 
from the restrictive provisions of the 
various debt relief acts and money
lenders acts;

<iii) Financial commitments by governn^ents 
to the maintenance of special co
operative departments with large staffs;

<iv) Financial aid given in the shape of share 
capital participation, loans, grant-aid, 
subsidies, government guarantees, etc.;

(v) Service personnel entirely or partly free 
of charge to various institutions, which 
could not otherwise afford to employ 
them;

(vi) Moral support in recognising the co
operative movement as the most 
important agency for rural reconstruc
tion and planned economic development;

(vii) Special concessions and privileges, such 
as: exemptions from income tax. stamp 
duty and registration fees; execution of 
awards through Government agencies; 
exemption from attachment of shares 
of co-operative societies; free remit
tance facilities, etc.

Credit Co-operatives constitute the most 
significant and vital part of the Indian Co
operative Movement.

Agricultural Credit Co-operatives
The structure of Agricultural Credit Co

operatives has emerged distinctly as (A) 
short and medium-term credit structure and 
(B) long-term credit structure.

The basic objective of the short- and 
medium-term credit structure is to provide 
seasonal credit for raising crops, purchase of 
bullocks, agricultural implements, etc. The normal loan period for short-term is 12 
months while that of medium-term 5 years. 
In regard to long-term credit, the objective is to provide development and investment 
finance to effect improvements on farms 
including sinking of tube-wells, purchase of tractors. The normal period is 15 to 20 years.

A brief description of both (A) and (B) is 
given below:

(A) The Con.sliluenis o f Short and Mediiim- 
Terin Credit Structure are (i) Primary Agri
cultural Credit Co-operatives at the base 
level, (ii) District Co-operative Central 
Banks at district level, (iii) State Co-opera
tive Banks at the State level and (iv) National 
Federation of State Co-operative Banks at 
the national level.

Primary Agricultural Credit Co-operatives: 
These societies have been organised at village level, numbering 116,000 with average mem
bership of 2,000 farm families per society 
covering areas of about 5 to 10 villages 
depending upon the size of villages.

District Co-operative Banks: The Primary 
agricultural credit co-operatives have feder
ated themselves at the district level into 
District Central Co-operative Banks. There 
are 344 district co-operative banks in the 
country. The main objectives of these banks 
are to assess the financial needs of primary 
agricultural credit co-operatives, provide 
technical guidance, supervise functioning of 
the agricultural credit co-operatives, develop 
rural banking facilities on a co-operative 
basis, etc. They are key institutions in the 
agricultural co-operative credit structure on 
which depends, to a large measure, the 
success of the agricultural credit co-opera
tives at operational level.

State Co-operative Banks are the federa
tions of the District Co-operative Banks. 
There are 26 such Banks in the country. 
Their main function is to provide leadership 
to the agricultural co-operative credit 
structure in the State and co-ordinate their 
activities. These banks have assumed the 
responsibility of nieeting the financial needs 
of members by borrowing from the Reserve 
Bank of India (Central Bank of the country) 
on the basis of the borrowing eligibility of the 
District Co-operative Banks. Taking into 
account their place in the overall banking 
structure and their importance, these banks 
have been given the status of scheduled
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banks in the banking structure.
National Federation o f State Co-operative 

Banks: The State Co-operative Banks, in 
turn, have federated themselves into the 
National Federation of State Co-operative 
Banks, which is a promotional body. Its main functions are:
(a) To provide a comnion forum for dis

cussing technical and practical problems 
relating to co-operative and other banking business and allied problems of 
its member banks and to devise ways 
and means to solve those problems;

(b) To promote and protect the interests of 
the member banks in all spheres of their 
activities and to give expression to the 
views of the member banks;

(c) To establish contacts with the Union 
Government, State Governments, the 
Reserve Bank of India, Industrial Finance Corporation of India, Agri
cultural Refinance Corporation of India, 
State Bank of India and other allied 
Institutions and Organisations at Nat- 
tional and International levels;

(d) To organise conferences, conventions, 
seminars, and working groups relating 
to banking, credit, processing, marketing 
management, etc.:

(e) To arrange publication of periodicals, 
news bulletins and journals and to 
exchange information of common in
terest to member banks and to co
operate with the National Co-operative 
Union of India in the field of education 
and publicity;

(f) To administer the all-India Mutual 
Arrangement Scheme for co-operative 
banks and to take such actions and/or 
enter into such agreements as may be 
necessary for futherance of the Scheme;

(g) To assist the stale co-operative banks to 
establish common cadres for staff and 
their training;

(h) To introduce a consultancy service in 
banking for the benefit of member 
banks;

(i) To undertake studies or research projects concerning banks;
(j) To acquire membership of co-operative 

and other connected institutions and 
associations at national and inter
national levels.

(B) The loni’-tenn co-operative credit struc
ture has developed two patterns—one-tier 
and two-tier. There are 5 States where the

state co-operative land development banks 
have established their branches at appropriate 
levels to provide long-term finance to the 
farmers. In 14 States, the structure consists 
of primary co-operative land development 
banks, which have federated themselves into state co-operative land development banks. 
There are at present 19 state co-operative 
land development banks in the country with 
889 primary land development banks as 
constituent members or with branches.

The State Co-operative Land Develop
ment Banks have federated into the National 
Federation of Co-operative Land Develop
ment Banks, which provides leadership to the 
long-term credit structure and establishes 
liaison with the Reserve Bank of India, 
State Governments and Central Govern
ment. Its main functions are as follows:
(a) To promote mutual understanding amongst members by providing a 

common forum for discussing technical 
and practical problems relating to long
term credit and to devise ways and 
means of solving these problems;

(b) To organise conferences, conventions, 
seminars, working groups, study teams, 
etc., relating to long-term credit develop
ment and allied matters;

(c) To strive for the promotion of the in
terests of the member banks and to 
establish contacts with the Government 
of India, State Governments, Planning 
Commission, Reserve Bank of India, 
Agricultural Refinance and Development 
Corporation, State Bank of India, 
Indian Banks Association, Life Insur
ance Corporation and other institutions 
and give expression to the common view
points of the member banks;

(d) To collect statistics and assimilate and 
compile them in suitable form and dis
seminate the knowledge and experience 
gathered therefrom;

(e) To arrange for the publication of period
icals, news bulletins and journals and 
exchange information relating to long
term credit useful to the member banks;

(f) To arrange for lectures and to conduct 
studies and research on problems concerning long-term credit;

(g) To assist member banks to establish 
common cadres for staff and their 
training.

Progress
There has been phenomenal expansion of 

the Agricultural Credit Co-operatives in the
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country since Independence. With only 3% share in the total agricultural credit in the 
year 1951, the share of agricultural co
operative credit today is more than 40%. 
They cover practically all the villages in the 
country, with a membership of nearly 50 
million.

The progress made by the Agricultural 
Credit Co-operatives during the period 
1968-69 to 1977-78 is indicated below:

Short-term Agricultural Credit Co-oper- 
atives: The number of primary agricultural 
co-operatives in the country as at 30th 
June, 1969 stood at 168,000. On account of 
their non-viability, the structure has been re
organised into bigger more viable institutions at primary level and consequently their 
number has been reduced. On 30th June 
1978, the number of primary agricultural 
co-operatives stood at 116,000. The owned 
capital of these co-operatives went up by 204'% and share capital rose from Rs. 1,673 
million to Rs. 4,206 million, i.e. an increase 
of 250%. The Government, being a partner 
in the equity of these societies, subscribed 
equity capital to the tune of Rs. 591 million. 
On 30th June 1978, the working capital of 
these societies stood at Rs. 27,124 million 
and their loan outstanding against their 
members amounting to Rs. 17,930 million 
which was three times more than in 1968-69. 
One of the problems confronted by those 
co-operatives was that of overdues. The 
percentage of overdues at the primary level 
which was 34.6% on 30th June 1969 had 
gone up to 45.1% at the close of the year
1977-78.

These primary agricultural credit societies 
were federated into District Central Co
operative Banks whose number was 344 at the 
end of the year 1977-78. These banks have 
also made phenomenal progress and on 
30th June 1977-78 their owned funds stood 
at Rs. 4,840 million, deposits at Rs. 13,770 
million and working capital at Rs. 29,541. 
These banks advance loans both for agri
cultural and non-agricultural purposes and 
total loans outstanding of these banks at the 
close of 1977-78 were Rs. 21,150 million.

At the state level 26 State Co-operative 
Banks with owned funds of Rs. 2,139 million 
and working capital of Rs. 18,223 million 
were supporting the activities of the District 
Central Co-operative Banks both in the 
agricultural and non-agricultural credit sec
tors. One of the salient features of these 
banks was the deposits which had grown 
about four times during the period 1968-69

to 1977-78, the total deposits of these banks being Rs. 10,037 million at the end of 1977-78.
Long-term Agricultural Credit: As already 

indicated above this is disbursed through a 
separate structure comprising 19 State Co
operative Land Development Banks and 889 Primary Land Development Banks and 
branches. The progress of these banks during 
the plan period has been phenomenal and at 
present they advance a sum of Rs. 2,500 
million approximately every year. The total 
working capital of these banks (both Central 
and Primary Land Development Banks) 
stood at Rs. 29,790 million and the total 
loan outstanding at the end of 1977-78 stood 
at Rs. 13,050 million (Central Land Develop
ment Banks only). Like the short-term agri
cultural credit structure these banks are also 
facing the problems of overdues.
Structural Changes

With a view to making the rural Thrift and 
Credit Co-operative structure an effective 
instrument of service to the members, the 
structure has been subjected to frequent 
reorganisations. These experiments have 
generally been confined to the Thrift and 
Credit Societies in the rural areas. The 
structural changes effected from time to 
time were prompted by various factors. 
Ideologically, the concept of ‘one village/one 
society’ often weighed heavily to outnumber 
other considerations and it was considered 
that nearness of a co-operative institution to 
its members would be more valuable for creating a sense of belonging. This ideologi
cal consideration made the institutions non- 
viable. They could not be provided with well- 
paid and trained staflF. With a view to making 
them economically viable these societies were 
reorganised into bigger societies.

Another factor which gave rise to new 
forms of rural thrift and credit societies was 
orientation of the policies of credit co
operative institutions towards the weaker 
sections of the community. Service to the 
weaker sections of the community, being a 
national objective for ameliorating their 
socio-economic conditions, was taken as a 
duty by the co-operative movement and it 
was felt that the co-operatives should not 
only provide more services to them but that 
the weaker sections should also be made a 
partner in the management of these co
operatives. Farmers’ Service Societies, which 
were much larger in size, were one of the 
latest forms where the management was 
dominated by the weaker sections. For the
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tribals, a special form known as LAMPS 
(large-sized agricultural multi-purpose co
operative societies) came into being with the 
object of providing credit, marketing services 
etc., to the tribals.

Thus in the rural area the thrift and credit structure generally has three types of societies, 
viz., the reorganised primary multipurpose 
societies, the farmers service societies and the 
LAMPS.

When we consider the question of the 
form that the thrift and credit co-operatives 
can adopt, we have to keep in mind the 
historical background and the evolution 
process through which the structure has 
passed over the last 7 decades. Adoption of 
form is not that important. What is more 
important is the service aspect. Better services 
can be provided only by better-managed, 
viable thrift and credit societies. This would 
call for increased business, which may affect 
the size of these institutions. The question 
of size is more relevam in the rural areas. 
In case of urban areas, many Thrift and 
Credit Societies are based at institutional 
level such as offices, factories, etc. The 
membership of these societies is confined to 
the employees of such establishments and 
their form cannot be changed. This is con
firmed by the fact that the structure of Urban 
Thrift and Credit Societies has not been 
disturbed in most cases.

Another important aspect that has to be 
considered in this context relates to the lack 
of a functional or commercial institution of 
credit and thrift co-operatives at national 
level. The absence of such an institution has 
been badly felt. If a banking institution at 
national level were established in the co
operative sector, it could play a very impor
tant role in the streamlining of the structure 
of Thrift and Credit Co-operatives in the 
country. A proposal is under active consider
ation by the Government to set up a National 
Bank for Agricultural and Rural Develop
ment (NABARD). The Co-operative Move
ment has suggested that co-operatives should 
be given a major role in the NABARD.

Some issues regarding ihe form of rural 
credit co-operative institutions which are 
often debated:

(I) Whether the short-term credit structure 
should continue to have three tiers viz., the 
State Co-operative Bank, the District Central 
Co-operative Bank and the Primary Agri
cultural Credit Societies, or whether the 
structure should be converted into a two-tier 
one with the State Co-operative Bank at

state level and the primary societies at village 
level. Tn fact, in one of the states of the 
country the middle tier, i.e. the District 
Central Co-operative Banks, have already 
been done away with. The school of thought 
which favours the three-tier structure ad
vances the argument that District Central 
Co-operative Banks are the leaders of the 
co-operative movement at the district level 
and are a balancing factor between the village 
level and state level co-operative credit 
institutions. Further, they also advocate that 
abolition of the middle tier may result in 
lack of supervision of the primaries, and 
that if the State Co-operative Banks start 
supervising the primaries through their 
branches at District level, it will not be 
economic. The other school of thought, 
which favours a two-tier structure, has 
generally advanced the one argument that it will reduce the burden of interest on 
borrowers and economise the cost of pur
veying credit to members.

(2) It is often argued that the short-term 
and long-term credit structures should be 
integrated and that only one co-operative 
credit institution should operate at village 
level to provide all types of credit to the rural 
people. In fact, at one point, the pressure for 
integrating the two structures had become 
very strong and the co-operative movement 
of the country was worried on this issue. The 
movement did not favour such structural 
integration and wanted functional co
ordination to be effected at the primary 
level rather than by integrating the structures. 
The implementation of integration has been 
kept in abeyance for the present.

Frequent structural changes at base level 
have, among other factors, been responsible 
for operational deficiencies in rural credit co
operatives. The size, form, amalgamation and 
or division should be left to the members.

Non-Agricultural Credit Co-operatives
These include the urban co-operative banks 

and employees’ thrift and credit societies. 
These institutions have played a very import
ant role in the field of deposit mobilisation 
as well as purveying credit to their members. 
In the context of the speedy removal of 
regional imbalances in economic growth, and 
in helping the industrialisation of small 
entrepreneurs and protecting the weaker 
sections in the urban areas against exploit
ation by the moneylenders, these co-opera- 
tives are providing very useful services.
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Such societies numbered 21,168 at the end 
of June 1978 as compared with 17,666 as 
at 30th June 1975. The organisational 
structure of urban co-operative credit com
prises urban co-operative banks and salary 
earners’ co-operative societies at primary 
level. These institutions have not formed any 
higher level organisations for business and 
are operationally linked with the central 
co-operative banks of the agricultural credit co-operative sector at district level. However, 
they have formed their promotional bodies 
at state level known as State Urban Co
operative Banks Associations and a National 
Federation of Urban Co-operative Banks 
and Credit Societies at national level.

The sector of urban credit co-operatives 
has 12.4 million members, working capital of 
Rs, 13,720 million and deposits of Rs. 8,310 
million which form 61% of their working 
capital. Their total borrowing as at 30th 
June 1978 stood at Rs. 802 million, including 
Rs. 732.6 million from Central Co-operative 
Banks. The loans and advances made during 
the year including cash credit amounted to 
Rs. 10,130 million as compared with Rs. 
9,100 million during the preceding year. 
Their total overdues comprised 8% of the 
total outstandings as at 30th June 1978.

The purposes for which loans and advances 
are granted by them are generally for pur
chase of immovable property and repairs to 
houses, petty trade and industry, purchase of 
consumer articles and household goods, 
meeting of ceremonial and medical expenses 
etc. Advances by these banking institutions 
are generally made against mortgage of 
immovable property, pledge of gold and 
silver ornaments, personal sureties, etc.

In spite of overall progress in the sector of 
urban credit co-operatives sector, there are 
certain problems that beset their functioning. 
These are: over-emphasis on consumption- 
oriented financing, mis-utilisation of loans, 
concentration of loans in the hands of a few 
and the members of the Board of Directors; 
regional imbalances; lack of proper planning 
for the investment of resources mobilised; 
low managerial efficiency as far as fund 
management is concerned. In order to over
come these problems, steps are being taken 
to ensure a planned diversification of the 
loan portfolios of urban credit co-operatives 
to make them more production-oriented. 
The promotional organisations viz. the State 
Urban Co-operative Banks Associations and 
the National Federation of Urban Co
operative Banks and Credit Societies have

taken appropriate steps by impressing upon 
the urban credit co-operatives, particularly 
the primary co-operative banks, that their 
area of emphasis is to be shifted from con- 
sumption-oriented lending to production- 
oriented finance.

An important impediment to the successful 
working of these banks is the dual control of 
the Reserve Bank of India (in respect of 
urban banks covered under the Banking 
Regulation Act) and the Registrar of Co
operative Societies. This puts them at a 
disadvantage. It has been found that many 
instructions issued by the.se two agencies 
vary and are contradictory. In some of the States, the Registrars of Co-operative 
Societies have agreed to follow the directions 
issued by the Reserve Bank of India as far as 
financing and control policies of urban banks 
are concerned. This needs to be followed in the remaining States also, but what is more 
important in this context is the need to 
evolve a uniform pattern to regulate the 
working of these banking institutions 
throughout the country.
Relationships with Banking Structure

The entire co-operative credit structure, 
both agricultural and non-agricultural, is 
administratively and operationally linked 
with the Central Bank of the country. The 
Banking Regulation Act 1949 has been 
made applicable to the co-operative banks 
which have minimum paid-up share capital 
and reserves of Rs. 100,000 and are accepting 
deposits from non-members. Under the 
Act, the Central Bank of the country, i.e. 
the Reserve Bank of India, is entitled to 
exercise certain powers to regulate the 
functioning of the co-operative credit sector. 
So far as operational linkage with the central 
bank of the country is concerned, it is more 
perceptible and effective in case of agri
cultural credit co-operatives. The Reserve 
Bank of India provides refinance facilities 
to the agricultural credit co-operatives at a 
concessional rate of interest for short-term 
and medium-term agricultural credit. The Reserve Bank also maintains two funds, viz. 
the Agricultural Credit (long-term opera
tions) Fund and the Agricultural Credit 
(stabilisation) Fund.

The long-term operations fund is main
tained by the Reserve Bank by making suit
able appropriation out of its profits and is 
used for advancement of medium-term agri
cultural loans to the State Co-operative 
Banks, investment in the debentures of land
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development banks and loans at concessional 
rates to State Governments to enable them 
to participate in the share capital of co
operative credit institutions.

An autonomous subsidiary organisation 
of the Reserve Bank of India, viz. the 
Agricultural Refinance and Development Corporation, has been constituted to meet 
the investment and developmental finance 
requirements of the co-operative credit 
seclor. The Corporation gives refinance 
facilities to the Co-operative Land Develop
ment Banks for long-term investment credit 
in agriculture.
Multi-Agency Approach

Till 1969, the co-operatives were the main, 
if not the sole, institutional agency for 
providing credit both for production and 
investments in the agricultural sector. How
ever subsequently, on account of rapid 
changes in agricultural technology, the 
credit needs of the agricultural sector 
increased substantially and it was felt that 
the co-operative credit sector was not in a 
position to meet the full requirements of the 
agriculture sector. The Government, there
fore, on the recommendations of an Expert 
Committee viz. the All-India Rural Credit 
Review Committee, introduced a multi
agency approach to agricultural credit in 
1969 by inducting commercial banks into 
agricultural financing operations. The Com
mercial Banks since 1970 have been under
taking agricultural finance, both on a direct 
basis and through the agricultural credit 
co-operatives at village level. According to 
the latest statistics available as at June
1978, the Commercial Banks have financed 
2,863 primary agricultural credit co-opera- 
tives in 31,000 villages to the tune of Rs. 
576.01 millions. The experience of com
mercial banks in the sphere of direct financ
ing has not been up to expectations, and it 
has once again been proved that without 
co-operative institutional support the agri
cultural financial system constituted with a 
non-co-operative financing agency will not 
be successful. Therefore, all-out efforts have 
been initiated to bring about co-ordination 
between the co-operative institutions and 
commercial banks.
The National Bank for Agriculture and 
Rural Development

Reference has already been made to the 
proposed establishment of NABARD. The 
co-operative agricultural credit sector is

estimated to have provided more than Rs.
25.000 million as long-term credit, and short- 
and medium-term co-operative credit to the tunc of Rs. 17,000 million at the end of
1978-79. Its target for long-term lending 
during the 6th Plan has been fixed at Rs.
25.000 million, while that for short- and 
medium-term has been pinned at Rs. 25,000 million and Rs. 12,000 million respectively. 
However, the co-operative agricultural credit 
structure does not find existing organisa
tional linkages with the Reserve Bank of 
India sufficiently effective to meet the 
challenges and growing requirements of 
agriculture and the rural economy. There
fore, the view of the co-operative movement 
all along has been that there should be a 
National Co-operative Development Bank.

All the expert committees on co-operative 
credit appointed from time to time have 
supported the view that some institutional 
arrangements at national level for financing, co-ordinating, guiding and controlling the 
co-operative credit system should be created. 
The Mirdha Committee on Co-operation, as 
early as 1965, made a specific suggestion to 
establish a National Co-operative Bank. Thereafter the Working Group on Co
operation appointed by the Administrative 
Reforms Commission (1968) also cate
gorically recommended the establishment of a 
National Bank for Co-operatives and Agri
culture, Indian Co-operative Congresses and 
leadership conferences have been pleading 
for the establishment of a National Co
operative Bank.

The recommendations of the experts and 
the highest co-operative forums are not 
merely theoretical enunciations. The National 
Co-operative Union of India has had them 
examined by experts who have come to the 
conclusion that a National Co-operative 
Development Bank would be a feasible 
proposition to correct various limitations 
from which the rural credit sector is suffering.

The Government of India has recently 
taken the decision to establish a National 
Bank for Agriculture and Rural Develop
ment to co-ordinate the agricultural credit 
system and ensure the smooth and effective 
flow of credit to agriculture and the rural 
sector of the national economy. The decision, 
no doubt, will generally be welcomed parti
cularly in the context of the need for devising 
a self-propelled development-oriented agri
cultural credit and banking system in the 
country. Although the contours of the 
proposed institution have not been announced

1 00



by Government, co-operators believe that it 
is proposed to establish the said bank under the control of the Reserve Bank of India by 
amalgamating the Agricultural Credit De
partment of the Reserve Bank of India and 
the Agricultural Refinance and Develop
ment Corporation. The position of co
operatives which are major shareholders in 
the Agricultural Refinance and Development 
Corporation, has not been clarified as yet in 
relation to the proposed Bank.

With the establishment of the National 
Bank for Agriculture and Rural Develop
ment, the most atTected sector will be the 
co-operative credit system. It will be most 
appropriate if the co-operative credit system 
is given a distinct place in the proposed 
Bank. The co-operative credit institutions 
could, without much difficulty, subscribe the 
major share capital of the proposed Bank.

The issue was discussed in the Conference 
of State Ministers for Co-operation con
vened by the National Co-operative Union of India on 26th and 27th September 1980. 
Previous to this Conference the Co-operative 
Parliamentary Forum of the National Co
operative Union of India also deliberated 
on the subject on 5th August, 1980. Nearly 
200 members of Parliament participated in 
the Conference of the Forum. The Forum 
resolved that the Government of India be 
requested to allocate a 50% share to the co
operative sector in the equity capital and 
management of the proposed Bank.
International Assistance and Co-operative 
Credit

International financing institutions viz.

World Bank, International Development 
Agency (IDA), International Bank for Rural 
Reconstruction (IBRR) have been providing funds to financing institutions through the 
Government of India for minor irrigation 
and land development programmes including 
mechanisation of agriculture and diversified 
activities such as dairies, fisheries, etc. These funds are advanced by the international 
organisations on a project basis, at a nominal 
service charge of 0.7% to the Government 
of India which in turn makes these funds 
available to the financing institutions, includ
ing co-operatives, through the Agricultural 
Refinance Development Corporation 
(ARDC) at a pool rate of interest around 
6%. In addition to IDA, the European 
Economic Committee (EEC) has also made 
available funds through the National Co
operative Development Corporation for 
development of storage facilities by primary 
agricultural credit co-operatives and market
ing co-operatives. During the year ending 
30th June 1971, IDA provided finance 
through ARDC amounting to Rs. 3,837,4 
million to the state land development banks, 
and the finance provided to State Co
operative Banks by IDA amounted to Rs. 
17.4 million. IDA also sanctioned Rs. 549.9 
million for construction of 8,654 warehouses 
under co-operative storage projects in the 
States of Haryana, Orissa and Uttar Pradesh. 
Similar project assistance of Rs. 157.05 
million for developing the storage capacity 
of co-operatives was approved by the EEC 
for the construction of 6,851 new ware
houses for rural co-operatives during 1978.

B. S. VISHWANATHAN

Prepared by
Muhammad TAHIR GENDUT
Secretary, Bank & Credit Function
ANGKASA National Co-operative Union, Malaysia*
1. Country Background
Malaysia—a brief introduction

This 129,000 sq. miles of ‘good earth’ are 
situated centrally in the fast growing region 
of South East Asia. Endowed with rich 
natural resources, Malaysia ranks amongst 
the world’s largest exporters of rubber, tin, 
timber, palm oil and pepper. Petroleum and 
natural gas and cocoa have assumed even

greater importance in exports. Labelled as 
another economic showpiece of Asia, it is 
certainly a land of plenty for investors— 
including the Co-operative Movements of 
the world.

The population was 12.7 millions in 1977 
with a cosmopolitan mix of 6 million Malays, 
4.2 million of Chinese origin, 1.1 million of 
Indian/Pakistan origin and 1.4 million of

*This paper was d istribu ted  but n o t presented  ow ing to  lack o f  tim e.
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natives and others. About 50% are below 
21 years and 58% are of working age. The 
people enjoy a comparably high standard of 
basic amenities and facilities.

Malaysia is an elective, constitutional 
monarchy with a democratic bi-cameral Parliament—The House of Representatives 
(elected) and the Senate (appointed). The 
Government is people-inspired and certainly 
action- or development-oriented. This results 
in political and economic stability and 
happiness for the people contributing.
The Economic Silmilioit

The Malaysian economy remained strong 
and buoyant in 1979 under the stimulus of greater public sector demand and better than 
anticipated growth in exports. Real GNP is 
estimated to have grown by 8% (Budget 
estimate being 7.2%). Price increases have 
remained moderate and the rate of inflation 
for 1979 went down to 3.6% from 4.6% rec
orded in 1978, one of the lowest in the world.Exports, which account for about half of 
GNP, accelerated in 1979 largely due to 
higher commodity prices of rubber, palm oil, 
tin, timber, cocoa, etc. Government expendi
tures were expansionary during the year and 
further stimulated economic expansion. 
Monetary policy continued to be relaxed in 
line with Government’s policy objective of 
stimulating private investment.

The manufacturi ng sector advanced steadily 
and contributed significantly to the expansion 
of the productive capacity of the economy in1979. Value added in the manufacturing 
sector increased by 12% and accounted for 
20% of real GNP or MS4,769t- Increases of between 20% to 10% were recorded in the 
production of iron/steel products, rubber 
products, textiles, electrical and electronic 
goods.The construction sector was particularly 
buoyant in 1979 being stimulated by in
creased residential and public sector building 
projects. Prices of building materials rose by 
about 15%.

Value added in the services sector (46% 
of real GNP) is estimated to have expanded 
by 7% in real terms to MSI0,584 million. 
Wholesale and retail trade expanded by 7% 
together with the overall expansion of the 
economy.The public sector was expected to streng
then and achieve a growth of 1 5 . 6 in 1979 
and thus provide a firm basis for sustained 
economic growth. The total public invest
ment expenditure was MS4,571 million.
tU SSl =  MS2

With higher exports, (MS2I,025 million) 
the total trade balance is expected to grow by 
33% reaching MM,520 million. The net 
external reserves will reach MS 8,714 million, 
MS 1,350 million being added in 1979.
2. The Role of Industrial Development in the

Country’s National Plan
Malaysia commenced planning after a 

World Bank mission made a comprehensive 
survey of the Malaysian economy, and is in 
its fifth Five Year Plan, since 1956.

The main objective till 1970 was growth 
in income and employment through agri
cultural expansion, and diversification and 
industrialisation to overcome the major 
problems of low productivity, export in
stability, etc. Since then and the implementa
tion of the New Economic Policy, industriali
sation has progressed at a remarkable pace. 
The manufacturing sector has become the 
leading and most dynamic growth sector of the 
Malaysian economy. In the last decade, it has 
progressed from the initial stages of indus
trialisation based on simple consumer goods 
import-substituting industries to the pro
duction of durable goods and light machinery 
and equipment for both the domestic market 
and for export. Of significance is that the 
rapid expansion of labour-intensive and 
export-oriented industries goods (insignifi
cant in 1958) accounted for 20% of the total 
value of gross exports in 1979.

Today, the role of industrial development 
in the country is to be further hastened and 
the Government has provided the necessary 
incentives and safeguards for industries to 
operate efficiently and profitably. The Government of Malaysia encourages joint 
ventures between foreign investors and 
Malaysian persons for the establishment of 
mutually beneficial, long term projects. 
Generally, Malaysia prefers industries that 
are export oriented, labour intensive, agro 
and resource based. Malaysia also welcomes 
industries that are high technology oriented 
and industries that can lend themselves to 
backward and forward integration with 
existing industries.
3. The Co-operative Credit Movement in

Malaysia
The co-operative credit movement in 

Malaysia was started in 1922 by Govern
ment as a measure to combat indebtedness 
amongst its employees and other workers 
who were then being exploited by un
scrupulous moneylenders. The workers were 
unorganised, underpaid and were prone to
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overspending and extravagance and thereby 
easily fell prey to the loan sharks of the day. The moneylending system then was so 
‘killing’ that a good number of borrowers 
were permanently glued to it with little hope 
of escape under existing conditions.

Thus credit co-operatives were organised and registered with the Registrars of Co
operative Societies in the respective com
ponent States of the Federation. For the 
monthly salaried employees, the thrift and 
loan co-operatives were organised either 
along departmental lines, or in administra
tive districts or places of employment. For 
the daily paid employees, they were organised 
as employees’ or labourers’ credit co
operatives and their credit facilities were 
limited to 80% of their subscription capital. 
In both cases, these institutions provided 
facilities for savings for the members through 
collection facilities from pay deductions 
provided by Government and employers. 
As an immediate benefit the deserving 
members could take loans for their own 
economic use which were then repaid by 
monthly instalments over a maximum period 
of thirty-six months.

The impetus for accelerated growth within 
the credit co-operatives came with Inde
pendence in J957 when Government efforts 
in assisting the development of the Co
operative Movement became more pro
nounced. More of these co-operatives— 
identified with urban areas and places of 
employment—were established for the benefit 
of their members. They accumulated capita! and extended their loan facilities to include 
the following:
(a) ordinary loans of up to $5,000/- repay

able within 36 months;
(b) emergency loans of up to $500/- to meet 

urgent personal or family requirements;
(c) 80 % or 90 % loans based on the members’ 

credit accumulation;
(d) mortgage loans to build or purchase 

houses of up to $30,000/- repayable 
by monthly instalments within 15 years 
with the member having to save/deposit 
one year before the loan disbursement;

(e) Consumer loans were also started to 
cater for the purchase of consumer 
items such as electrical goods, etc.

]n most cases, the interest charged on these 
loans was 6% on the original amount and 
on the reducing balance for the mortgage 
loan.

In the 1960s and after the launching of the 
1st Malaysia Plan, the concept of the multi

purpose co-operative was implemented to 
contribute towards national development. 
Under this programme, credit co-operatives, in addition to enhancing their credit activities, 
were also encouraged to involve themselves 
in consumer activities (trading), housing 
development or block purchase of houses and 
investment in public companies, gilt-edged 
securities; joint venture projects were undertaken as part of a programme to provide 
work opportunities for members’ children 
as well as being economically viable projects 
for a reasonable return on investment.

With the 2nd and 3rd Development Plans 
for Malaysia covering 1971-1980, the de
velopment of co-operatives, including credit 
co-operatives, became more intensified and 
capital accumulation and loan disbursements 
increased considerably. This was partly 
because Government employees were given 
two salary revisions in 1971 and in 1977 
which increased appreciably their salaries and 
consequently their propensity to save in their 
own co-operatives. The co-operative credit 
movement is still today the backbone of the 
Malaysian Co-operative Movement—it com
prises the Thrift and Loan Co-operatives, 
Multipurpose (urban), Thrift and Investment 
co-operatives. Labourers/employees Credit 
Co-operatives and Co-operative Banks.

For the 80s it is envisaged that the 
co-operative credit movement, including 
co-operative banking, will progress at a 
much faster rate, gearing itself towards 
better achievements in savings, deposits, 
loans to members and also a commitment to 
the development activities of the national 
economy. Towards this end, the credit cooperatives, along with the other sectors of the 
Movement have agreed to join hands to
gether and participate more actively in 
industrial activities, housing development 
and construction, international co-operative 
trade management and audit services, invest
ment and other collaboration activities 
between co-operatives within the country 
and without.
4. Co-operative Industry

The Co-operative Movement in Malaysia 
has until today been very much a credit 
movement. Of late the various other sectors 
like agricultural, fisheries, housing and 
consumer are gaining momentum due to 
greater input from external sources as also 
to meet the pressing needs of members for 
housing and daily necessities.

The industrial activities of co-operatives in 
Malaysia are of recent origin, having been
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started in the m d 60s, as a result of the 
diversification o* victivities of co-operatives 
through the ‘muiii-purpose’ concept. The creation of employment opportunities for 
members’ children and the thought of 
accelerated economic gains from new oppor
tunities in the industrial field offered by 
Government policy were contributory reasons for co-operatives to venture into industry. 
Another reason for the belated entry into 
industry was the ‘consumption character’ of 
the Movement (credit, consumer and hous
ing), and as a consequence the ‘producer’ 
aspect which industry entails was given less 
importance.

For the 80’s, it is hoped that the Co
operative Movement in Malaysia will play a 
more positive role in the industrial field and 
for this reason, a National Seminar on accelerating industrial activities amongst 
co-operatives was organised by ANGKASA 
and the Department of Co-operative Development in 1979. As a result of this the 
Konsortium Koperasi Nasional, Berhad (KONSKO-OP for short) was formed with 
an initial proposed capital of MS 5 million 
to spearhead the industrial activities of the 
Co-operative Movement in an organised way. 
]t is hoped that with the proper production 
facilities both for consumption goods and 
goods which can be exported to other co
operatives, the industrial activities of the 
Movement will become more significant than 
at present.
5. Scope and Importance of the Movement

In a free enterprise economy like Malaysia, 
where there is also substantial Government 
and public sector business, the role of the 
Co-operative Movement as a complementor 
and supplementor is very much appreciated 
in view of the Government policy of all 
round growth and the more equitable distri
bution of wealth or ‘the expanded cake’. 
With 1.3 million members and about MS 500 
million in paid up capital, the movement has 
expanded from the traditional credit orien
tation to housing, consumer, land develop
ment, production and marketing and other 
asset accumulation activities. With the imple
mentation of the New Economic Policy, the 
co-operatives’ own activities will have to be 
expanded drastically to fulfil the members 
needs. Thus, with a policy of a house-owning 
democracy, the role of co-operative housing 
(construction and development) will become 
pronounced. Consumer co-operation will 
once again emerge as urgent in view of the 
inflationary pulls on the daily lives of

members. The role of production (or land 
development) co-operatives through the 
assistance of special government agencies will 
fulfil the needs of those co-operatives who had missed the stroke of development in the 
past. In the industrial sector the scope for 
co-operatives will become more significant.

In the situation of a rapidly developing 
country like Malaysia, the scope and importance of the Movement in all fields are 
definitely of great importance and urgency.
6. The Legal Status of the Movement

The Co-operative Movement in Malaysia 
is presently governed by a set of six Co
operative Laws, each with its own distinct 
area of operation or application. This arose 
out of developments in the country rather 
than meaningful design. These laws are as follows;
(a) The Co-operative Societies Ordinance, 

No. 133/1948 which covers co-operatives 
which are non-agro and non-fishermen based in Peninsular Malaysia, with the 
Registrar-General and Department of 
Co-operative Development, Malaysia, 
administering the Law. Thus, Thrift and 
Loan Co-operatives, Housing, Insurance, 
Consumer, Land Development, Trans
portation, Industrial and School Co
operatives come under the purview of 
this Law.

(b) The Farmers Organisation Act, 1973, 
covers the former agro-based Cooperatives and the newly registered 
farmers area co-operatives. The end 
result would be to amalgamate the Farmers’ Associations registered under 
the Farmers’ Association Act, 1967 and 
the local co-operatives into more viable 
farmers’ co-operatives on an area basis. 
The farmers’ co-operatives are therefore 
the new agents of change and develop
ment and most Government assistance 
and subsidies to agriculture and the 
farmers would pass through these vital 
links. Agricultural modernisation, mech
anisation and productivity are given 
top priority. This Act covers Peninsular 
Malaysia only.

(c) The Fishermen’s Development Author
ity Act, 1975 (MAJUIKAN) covers the 
fishermen’s co-operatives and also the 
Fishermen’s Association. The aim here 
is also to integrate the two organisations 
into new viable fishermen’s co-operatives 
and for this reason inputs and subsidies 
are offered by MAJUIKAN, the Govern
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ment Agency for the overall betterment 
of the fishermen and their families. As 
part of the development process, the fishermen will benefit equitably from the 
Government Development Programmes. 
This Act covers Peninsular Malaysia and 
Sarawak,

(d) The Co-operative Societies Ordinance of 
Sarawak 1949. This Ordinance covers 
al! types of co-operatives in the com
ponent state of Sarawak, with the 
arrangement that Fishermen’s Co-opera- 
tives are administered by MAJUIKAN.

(e) The Co-operative Societies Ordinance 
Sabah 1958. This Ordinance covers all 
types of co-operative in the component 
state of Sabah.

(f) In addition, the Co-operative College of 
Malaysia which is responsible for the 
education and training of members, lay 
leaders and employees of the Movement, 
operates under an Act of Parliament 
called the Co-operative College Malaysia 
Incorporation Act, 1968. 2'% of their 
net profits are paid by Co-operatives to 
the Education Trust Fund, a good 
portion reaching the Co-operative Col
lege.

The existence of the above laws is part of 
the historical process of the Movement 
coupled with the needs of a rapidly develop
ing country. It is envisaged that in the not too 
distant future, a single united Act on Co
operatives in Malaysia will be promulgated.
7. The Organisational Set-Up of the

Movement
Prior to 1966, the Co-operative Movement 

could be said to be divided into an urban 
sector and a rural sector, the latter being 
members of the Co-operative Apex Bank. 
The 1st Co-operative Congress in 1966 
decided inter alia that the Co-operative 
Movemern be united as a whole under one 
banner. This was further enunciated at the 
2nd Co-operative Congress in 1971 which 
gave birth to ANKGASA, the National 
Co-operative Union of Malaysia, which is 
now the sole national non-trading apex 
co-operative in the country. It is the mouth
piece of the Movement and is recognised 
by the Government of Malaysia as the sole 
representative of the Movement.

As indicated by the prevailing Co-opera
tive Laws in the country the Co-operative 
Movement in Malaysia is slowly evolving a 
suitable and practical structure based on

actual need, and the following may be the 
guideline:
(a) ANGKASA or the National Co-opera- 

tive Union as the sole apex organisation 
for all the co-operatives in Malaysia. It 
will have inter alia the function of policy
making, research, services and inter
national relations. Its main source of 
funds will be 1 % of the net profits of 
co-operatives.

(b) As part of the practice of the sixth Co
operative Principle—collaboration be
tween co-operatives at regional, national and international levels—all co-opera- 
tives in Malaysia may federate at the 
national level according to their distinct 
functional activity; thus, the National 
Federation (indicating a business enter
prise) for each functional activity such as 
Industrial, Housing, Transportation, 
Land Development, Farmers Develop
ment, Fishermen Development. It was to 
this end and as a measure to rationalise 
this part of the structure that the consortium KONSKO-OP was formed on 13 
December 1979 to harness the funds of 
co-operatives for investment in projects 
related to the needs of member co
operatives or to the development of the 
country.

(c) As part of the process of co-operative 
collaboration and integration working 
together at the State (provincial) level 
appears to be necessary from time to 
time and in some instances the need 
has long been felt.

(d) At the ground level will be the roots of 
the Malaysian Co-operative Movement 
—the 3,000 odd primary co-operatives 
of various types, ages, functional 
activities and stages of development. A 
concerted attempt at consolidation of the 
Movement would be undertaken so that 
only viable co-operatives with large 
membership, sufficient own capital and 
managed by full-time, trained and 
dedicated management staff will remain 
on the register to work for the good of 
individual members.

8. Mutual Relations Between the Government 
and the Movement
Before Independence in 1957 the role of 

Government was one of ‘Systems mainten
ance’ and not of Development as is typical of 
independent nations. The successive Five 
Year Development Plans have laid the 
groundwork for raising the living standards
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of the people and the general development of 
the country, which acquired new dimensions 
and meaning with the inauguration of the 
New Economic Policy in 1970.

Basically the objectives of the New 
Economic Policy are the eradication of poverty and the restructuring of Malaysian 
society, implemented through the policies, 
programmes and projects of 2nd, 3rd and 
subsequent Development Plans of Malaysia 
until 1990. In these Plans lie the hopes for 
economic, social and all-round progress of 
Malaysians.

Malaysia adopts the system of indicative 
planning in its Development Process. Al
though a free enterprise economy, the role of 
Government and government agencies in 
industry and business is substantial, due 
mainly to the implementation programmes 
of the New Economic Policy. Thus with the 
participation of decision makers both public 
and private in deciding the targets and 
objectives of Development Plans, the partici
pation of the Co-operative Movement as a 
whole has become more important as one 
of the vehicles for the achievement of the 
goals of the New Economic Policy. For a 
start, a MS 25 million Revolving Fund was 
created in 1979 for co-operatives under the 
Department of Co-operative Development. 
Similar provisions for agro or fishermen 
based co-operatives were made earlier.

The mutual relations between the Govern
ment and the Movement can undoubtedly be 
described as being very good and it is left to

the Movement to create a more positive impact through its own dynamic imple
mentation of programmes and projects. At 
the recent officiating ceremony of ANG- 
KASA's Computer Service, the D;puty 
Agriculture Minister stated that “The 
Government has accepted the vital role of the 
country’s co-operative movement in improv
ing the people’s livelihood and helping to 
achieve the New Economic Policy” .
9. The Co-operative Dimensions

Having been introduced in 1922 as a 
measure to combat indebtedness amongst 
government servants, farmers and workers, 
the Co-operative Movement in Malaysia, 
which will celebrate its Diamond Jubilee in 
1982, can be said to have undergone a long 
and trying period. The credit movement is 
more urban based, catering for the Govern
ment servants and salaried employees, and is 
generally considered as the backbone of the 
Movement. The 80 odd housing co-opera
tives have started to make a greater impact 
under the programme of house-owning 
democracy and 30,000 housing units are 
expected to be completed in the 4th Malaysia 
Plan (1981-1985). Consumer co-operation, 
which played a vital role in the early 50s, 
will again emerge to give the consumers a 
bastion for protection against the mal
practices of the private trader; an annual 
sales turnover of MS 250 million is being 
targeted at the end of the 4th Malaysian 
Plan. Consumer goods retailing from about

Statistics of Co-operative Credit Societies 1975-1979
1975 1976 1977 1978 1979

No. of Co-operatives 277 272 321 357 382
No. of individual 

Members .. 175,097 224,023 434,865 508,493 572,262
No. of loans disbursed 53,969 95,864 161,181 184,582 154,544

M$* MS MS MS MSSubscription/ 
Share Capital 111,890,843 179,986,030 260,339,209 382,898,850 337,890,341

Total Assets . . 176,233,281 465,197,184 520,485,276 939,739,355 1,031,384,909
Loan balance—b/f. . . 95,385,635 182,342,464 239,490,524 333,331,905 378,779,859
Total loans disbursed 

during year 95,187,937 112,796,158 254,838,670 323,047,296 331,703,631
Total repayments 76,915,002 125,074,357 222,014,888 255,536,209 274,290,398
Loan balance at year 

end 113,658,570 170,064,065 272,114,306 400,842,992 436.193,092
*US Si =  MS2
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700 units of shops will now include 20 petrol kiosks, which in all cases have been 
found to be leading sales outlets. Co-opera
tives in the development areas, such as land 
settlers in FELDA (Federal Land Development Authority), rubber smallholders under 
RISDA (Rubber Industry Smallholders 
Development Authority), Land schemes 
under FELORA (Federal Land Consolida
tion and Rehabilitation Authority) and 
land schemes by State Government and 
other agencies, will play a positive role in 
improving the living standards of co- 
operators who participate in those schemes. 
Farmers and Fishermen’s Co-operatives will 
play more dominant roles in the Fourth Malaysia Plan.

The estimated latest basic statistics of the

Co-operative Movement in Malaysia as a whole are as follows:
(a) No. of Co-operatives—3,300;
(b) No. of Individual Members—1,6 million;
(c) Share Capital—MS 600 million;
(d) Total Share Capital—MS 1.2 billion.

The present policy is to encourage co
operatives to have large membership, ade
quate own capital and managed by full-time, 
trained and dedicated staff and geared 
towards giving service to the individual 
members. There should also be adequate 
interco-operative collaboration based on the 
6th Co-operative principle in order to 
enhance the healthy growth of the Movement.

Presented by 
Augustine KANG 
G eneral M anager
Asian Confederation of Credit Unions (ACCU)

MAIN EVENTS IN ACCU MEMBER COUNTRIES
Korea

As at 28 February 1979 there were 1,499 
credit unions serving nearly 700,000 members 
all over the country. Like any human 
organisation that operates on a large scale, 
the complaints of members on the tendency 
towards ‘dehumanisation’ are growing loud. 
With the active leadership of the newly- 
elected President and officers, it is expected 
that the CU movement in Korea will con
tinue to grow, sticking to the principles and 
philosophy of the credit unions. The relation 
between the CU movement and the Ministry 
of Finance, Republic of Korea, is unchanged; 
both parties respect each other and are 
enthusiastic about their future development.

30 Korean CU leaders completed a 3-week 
training in November 1978 in Tokyo, during 
which the CU leaders studied the history of Japan’s CU movement, the principle and 
theory of the Credit Union Co-operatives, 
the general condition of Japan’s Agricultural 
Credit Unions, the development and expan
sion of social economy and its role in society. 
From Japan, they went to Taiwan and Hong 
Kong and observed the leagues and credit 
union operation.

Taiwan, ROC
In September/October 1976 an ACCU 

official visited Taiwan to help with the 
formulation of Credit Union legislation in 
the ROC. After 3 weeks of intensive study and discussion of existing legislation and 
practices, his report was submitted to the 
Ministry of Finance.

A Joint CU Training Seminar was held in 
Taiwan in July 1977, with more than 50 
participants from Japan, Korea, Hong Kong, 
Papua New Guinea and Taiwan, focussing 
on How to Work Together with the Govern
ment. Mr. Bailey (WOCCU) and Mr. Tong- 
Sun Ha, Director of the Finance Bureau of 
the Republic of Korea, (who attended the 
seminar), visited key government officials, 
accompanied by credit union officials of 
ACCU and the Taiwan Credit Union 
League. As a result the Government of 
Taiwan, ROC, is seriously considering 
legislation for the Taiwan credit union movement.

The ROC Vice-Minister of the Interior 
visited the Credit Unions in Korea in 
September 1978, accompanied by Mr. A. 
Kang (ACCU); they visited CU employees

107



in various companies and Credit Union 
chapters, and the CU National League. The 
Vice-Minister had many questions about the Korean CU movement, its management, 
relationship between league and chapters, and with ROK government officials.
Japan

The Japan Credit Union League set up a 
5-Year Plan (1976-1981) and appealed to 
credit union leaders in Japan and some 
sponsoring agencies for support. Mr. Endo, 
Managing Director of the League stated 
that by May 31 1981 the total number of 
CUs would be more than 200 and the League 
would become a model co-operative in 
Japan among many profit-oriented financial 
institutions.

Since the ‘Sarakin’ private loan business 
firms create formidable social problems in 
the society of Japan, CU leaders are seeking for better methods to advance the movement.
Hong Kong

Mr. Andrew So, one of the pioneers of the 
Hong Kong CU moven^ent and the first 
ACCU President, now serving as Secretary 
of its Board, was appointed a member of the 
Legislative Council of the Hong Kong 
Government.
Thailand

The Thai CU movement finally obtained 
CU legislation on 21 September 1978 from 
its government.

Another highlight in the Thai Credit 
Union League’s achievement was the opening 
of their new building on 28 April 1979. The 
League office building with a training centre 
is an imposing 3-storey building and the 
largest League building in Asia.
Singapore

A group of leaders in Singapore who 
attended an ACCU CU seminar there in 
August 1976, formed a Credit Co-operative 
Promotion Group (CCPG) as an informal 
organisation with a view to continuing the 
CU promotional work started by ACCU 
technicians.

The first credit union was organised in 
Singapore in 1979 and named Xcppel Group 
Co-operative Credit Union Ltd. They in
formed the ACCU office that they w'ere 
launching an education plan for their mem
bers and asked for education materials.

Indonesia
The CUCO and leaders in Indonesia were 

working to strengthen the grassroot level 
chapter structure prior to forming a national 
CU organisation, as is the normal procedure. 
They also wanted more time in order to get 
their government’s understanding of the 
CU movement and its structures.

The head of CUNA’s Risk Management 
visited Jakarta to assist CUCO with training 
programmes for auditors. A member of 
CUCO staff was awarded a scholarship for a 
month’s CU course at the Coady Inter
national Institute, Canada.
Papua New Guinea

The Federation of Savings & Loan 
Societies Ltd. recently became a new ACCU 
member and received the first ACCU 
technical Assistance Programme. ACCU technician Mr. John Park, Assistant Director 
of Co-operative Education Institute worked 
for Papua New Guinea Federation for three 
months, helping them with the Three-Year 
Education Plan. Papua New Guinea CU 
leaders are working in extremely difficult 
conditions especially with people who speak 
700 different dialects. ACCU tries to assist 
them with some financial help, such as the 
expenses of publishing CU education mater
ial in various dialects.
PhilippinesThe CU movement in Philippines is still 
growing sporadically in spite of many 
difficulties. The CU leaders are working hard 
to readjust the CU movement itself to the 
new situation which develops along with the 
government’s attitude toward the credit 
union movement.
West Asia

The year 1978 ushered in great hopes for 
the CU movement in the West Asia region. 
The trips made by the ACCU General 
Manager through the region and his sub
sequent reports show that CU leaders and 
people who have a great concern for the CU 
movement in this part of the world are 
working hard to organise, develop and keep 
the movement going and growing.
IndiaThis Asian country which is second only to 
China in its geographical vastness and 
density of population is very rich in culture 
but compared to other countries it is extreme
ly poor economically. The Credit Co
operatives in India have a long history that
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dates back to the year 1904 when the co
operative act was established by the British 
rulers. Consequently the government supports 
and controls these Co-ops. However, some 
CU leaders who have been trained abroad have organised Credit Unions that maintain 
the CU philosophy as well as the term 
“Credit Union” even though they are 
registered under co-operative laws existing in the country.

Three CU leaders from Bangalore, Cal
cutta and New Delhi, led by Mr. George 
Kuttickal, a Coady graduate and a staff 
member of CRS-USCC, New Delhi, were 
invited to the CU Training Conference in 
Bangkok, in March 1978. The Indian Social 
Institute also sent a representative to this 
conference and since then, these leaders 
have worked hard to promote the movement in their country. The Indian situation is 
showing great hope and promise, especially 
since the Indian government has recognised 
the importance of nationwide voluntary 
activities in promoting development. A 
unified structure is being fostered and 
several activities have been going on to 
promote the movement.
Bangladesh

There are 52 credit unions in the country 
but only 19 are associated with Caritas 
Bangladesh which is now acting as an 
informal CU League. Rev. Charles Young, 
founder of the CU movement in this country was very happy to work with ACCU, 
especially in the formation of the national 
CU league which will assume the responsi
bility for the Bangladesh CU movement. 
Since the trip of the ACCU General Manager 
to the country, a bylaw draft and a budget 
plus work plan have been organised for the 
National League and a national organisation 
has been formed.
Nepal

There are some co-operatives in Nepal but 
they can hardly be categori.sed as such. In 
Kathmandu, they have a pilot project called 
“Small Farmers Development Project”. An 
Agricultural Bank provides management but 
it is not a genuine co-operative. It is hoped, 
however that this may provide an experience 
that will develop into a real farmers’ co
operative. It has been agreed that a simple 
type of co-operative has to be practised 
among the farmers before they go into multi
purpose co-operative enterprises, due to the 
high rate of illiteracy. Many multi-purpose

co-operatives have failed, so it was suggested 
that they should remain “Credit Co-ops” 
and not go into business directly using their 
capital.
Pakistan

The situation in Pakistan is similar to that 
of India: the movement was started in 1904 
by the British rulers. For many reasons, 
such as the high percentage of illiteracy and the colonial policy of the foreign ruler, 
the movement did not prosper.

The 1977 report shows a membership of 
134 thrift and loan societies being operated 
in Karachi City of the Sind Province, but there is almost no unified activity among 
them. However, all their officers are young 
and full of good spirit and eager to work 
with ACCU.

Pakistan is made up of four Provinces: Bishnar, Sind, Panjab and Bolersidan, There 
are now 205 co-op credit societies in opera
tion, serving 39,132 members in Sind. One 
of the participants at the Bangkok Training 
Seminar has been working on the organisa
tion of a sort of federated body among the 
205 societies.
Sri Lanka

Again, the situation of co-operatives in 
Sri Lanka is similar to that of India and 
Pakistan. One difference, however, is that 
the Ceylonese have had another co-operative 
experience under their left-wing government, 
which took the co-operatives under strict 
government control from May, 1970 to 
June, 1977.

In October 19, 1978 the Minister of Food 
and Co-operatives and his advisory com
mittee met with CU leaders to discuss the 
reformation of the credit societies of Sri 
Lanka He insisted that the co-operatives 
should be turned over to their own members 
by withdrawing government control step by 
step. The Socio-economic Development 
Centre discussed the feasibility of CU 
legislation and the necessity of forming a 
CU Promotion Body on a national level. 
This Body would not only do promotional 
work but would also contact government 
authorities to solve legislation problems, 
until the national CU league was formed.
Afghanistan

Afghanistan sent a representative to the 
Bangkok Training Conference and the first 
direct contact has been made. Further study 
was necessary to develop the credit union 
programme in this country.
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AfricaPresented by 
B. DIENG 
President
Africa Co-operative Savings and Credit Association

THE BACKGROUND TO ACOSCA’S PROGRAMME 
IN AFRICA

Introduction
ACOSCA’s programme is derived from 

two Plans, the first covering 1969 to 1973, and 
the second 1976 to 1980. During 1974 and 
1975 there was a period of consolidation, 
reappraisal and formulation of the Second 
Plan. The Second Plan was greatly influenced 
by the proceedings of the Third Biennial Meeting of Affiliates held in Kabwe, Zambia, 
in September, 1974, not only regarding the 
teaching of development planning suitable 
for co-operative savings and credit activities, 
but by the complex and technical demands 
made upon ACOSCA by Affiliates as 
described in Working Paper No. WP/4/79 
under the heading of Demands from Affiliates. 
The Second Plan was approved for imple
mentation by the Fourth Meeting of Affiliates 
held in Monrovia, Liberia, in August 1976. 
Generally the Plan reviewed past perform
ance and reset goals up to 1980 in its major 
components of Organisational Structure; 
Endeavour towards Self-Reliance; Promo
tion and Growth; Education; and Rural development. Activities in this area of work 
are regarded as being of a continuing nature 
for some years to come. They must continue 
in the countries of existing Affiliates and in 
‘new areas’ described under that heading below.

Approaches to the work at grassroots level 
are well described in the ‘ACOSCA’ Booklet 
prepared with great care and co-operation 
for the Tenth A nniversary Education Con
ference. This is a historical document, and 
more needs to be said and done on future 
requirements and support operations.

A criticism which has been made about 
ACOSCA is that it tends to work from the top downwards, thus creating a form of 
top-heavy association and reducing the 
impact at the grassroots. The facts do not 
bear this out, in that even primary societies 
have always turned to ACOSCA for help 
in their organisation and development. The 
case of Malawi, which is comparatively a 
newcomer, is illustrative. All national

associations have been assisted by ACOSCA 
in their organisation, registration or incor
poration, and development by ‘on the spot’ 
activities and guidance from ACOSCA Head 
Office. The same process will no doubt apply 
in ‘new areas’ and the work will be harder 
where there is little or no spontaneity locally.

Therefore although ACOSCA does work 
from the top downwards, the results have an impact on and benefit the grassroots people. 
These operations concern educational and 
training courses at the sub-regional, national 
and local district/village levels. Tn these cases 
ACOSCA provides guidance on the topics 
which are tackled and on the teaching 
materials. Where funds are not available 
locally, it seeks the co-operation of donors, 
and encourages societies and associations to 
obtain the physical support required from 
the local government authorities concerned, 
and from religious and trade union bodies. 
Good progress has also been made in the newcomer countries in French-speaking 
Africa.

ACOSCA has of course to rely to a good extent for co-operation front its regional 
offices (which was the reason for this form 
of decentralisation) and the national associations. It is financially and physically impossi
ble for ACOSCA to achieve the impact it 
would desire at the grassroots level unless it 
was provided with substantial travel funds 
expressly for the purpose.
Establishing and Strengthening National 
Associations

ACOSCA continues to encourage and assist in the establishment and strengthening 
of National Promotion Committees which 
then emerge as national associations. Some 
of the older associations are now thinking 
about decentralisation to the provincial level 
and this will entail further assistance from 
ACOSCA in both financial and physical 
support. Ghana and Zambia are cases in 
point, and the national association in Ghana 
is already making a modest financial support
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for this type of decentralisation.
The work of establishing national associa

tions has abated to some extent, but there are still some promotion committees which 
need assistance to enable them to become 
national associations. The work will pick 
up in tempo when the operations start in a 
larger way in the ‘new areas’.

It is in the nature of things that once 
established, the national associations will 
come up against teething troubles and 
perhaps more serious problems arising from 
their operations. Then there are natural and 
also man-made disasters and difficulties 
which arise. Examples are: the drought in the 
Sahel countries, the war in Uganda, and the 
breakdown in management and operations 
in Liberia. It is ACOSCA’s duty to become 
involved in assisting those concerned towards recovery. More recently ACOSCA arranged 
a seminar on promotion and organisation in 
Upper Volta mainly for the benefit of partici
pants from the Sahel, and provided a 
technician to work with the national associa
tion in Liberia. ACOSCA has carried out 
appraisal missions to Uganda since hostilities 
ceased in that country, and these have 
resulted in an improvement in morale, 
helping the people to pull the pieces together 
again, and formulation of projects to restore 
the losses incurred. These are exceptional 
cases but the same careful consideration for 
the affairs of the other associations has to be 
maintained through the regional offices and 
by correspondence.There is one factor which specially affects 
the establishment and strengthening of 
national associations. This is the level of 
general or formal education required for 
successful administration and management 
of operations. This factor is dealt with in 
Working Paper No. W P/3'79 entitled 
Objectives in the Short and Long Terms, 
under the heading of Administrative and 
Technical Capability.

The Five Year Plan 1976-1980 set out the 
aspirations in developing the movement in 
individual countries as put forward by 
national associations.
Work in ‘new areas’ taking into account 
different economic systems and religious 
factors

Work in ‘new areas’ including extension 
to new French-speaking countries is providing 
one of the most interesting stages in 
ACOSCA’s development. It is challenging 
in some directions. By ‘new areas’ we mean 
different groupings of countries which, as

far as we know, have little or no knowledge 
or experience of co-operative savings and 
credit activities including organisation and 
development.

These groupings may be seen as; Morocco, 
Algeria, Tunisia (the Magreb countries), 
Libya, Egypt, and the Sudan in the Northern 
sub-region; Mauritania, Mali, Guinea, Niger, 
Chad, Central African Empire (CAE), 
Gabon, and Congo (Brazzaville) in the 
West and Central sub-regions: Angola, 
Mozambique, Malagasy, Zimbabwe, Nami
bia, Botswana, Swaziland, and Azania, in the 
Southern African sub-region. To these 
groupings need to be added the names of 
Ethiopia, Somalia, and Burundi.

In a number of the countries mentioned 
above a mixed economy exists i.e. both 
public and private sector concerns operate. 
It is in these conditions that the movement is 
most likely to take root and develop. On the other hand, a number of the countries have a 
centrally planned economy which means no 
NGO can be established. However, this is 
not an insurmountable obstacle provided 
that the movement is part of governmental 
machinery. Such is the case in Benin and 
will probably be the same in Malagasy. The 
only country in which there is doubt as to 
whether the movement can be established is 
Libya, but this will need to be tested.

The large majority of the people in the 
countries of the Northern sub-region are of 
the Muslim religion. This may pose problems. 
The conservative nature of the religion may 
require very careful measures by ACOSCA 
in promotion and development. There is also 
the question whether Muslim communities will accept the concept that interest should 
be paid on money borrowed from investors 
and that interest should be charged on 
money lent to borrowers. This matter also 
has to be tested. Research in Libya by the 
UN Economic Commission for Africa 
showed that a mortgage operation existed in
1975, although large loans from Government 
were made to Government banks and sub
sidiaries at no interest. Whether this was due 
to substantial revenue from petroleum 
exports was not clear. Savings banks exist 
in all these countries.
Overall promotion effort and its maintenance, 
as part of development efforts in Africa

There seems little doubt that in the last 
resort, the value of ACOSCA will be judged 
by Africans according to the contribution 
which can be seen to be made towards 
human, economic and social development.
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This then should be accepted as the main 
criterion, on which the ACOSCA Plan and 
Programme is based, and that is why the 
ACOSCA Programme emphasises Promotion and Training.

Grassroots projects leading to the estab
lishment of viable, self-sufficient organisations 
of the district village, national and regional 
levels require longer term financial support 
than other types of projects. ACOSCA’S 
strategy calls for an integrated system which 
is mutually reinforcing from bottom to top. 
If ACOSCA has covered less than half its 
task in its early years, then it is clear that a 
further sustained period is necessary to allow 
ACOSCA to establish the movement in as many countries in Africa as are willing to 
co-operate.

It is important to keep in mind the sta
bilising eflfect that co-operative savings and 
credit activities can have on the movement of 
capital as between urban and rural areas. 
The system can help to reverse the flow of 
money from rural to urban areas. On the 
other hand, excess savings mobilised from 
the professional and working groups in 
urban areas can, through the Central 
Finance operation, be channelled to societies 
in the rural areas to help those societies meet 
the demand for credit in agricultural enter
prises.

ACOSCA affiliates and societies at the 
country level are paying their dues to 
ACOSCA but not as promptly as may be the case in industrialised countries. They 
agreed in 1978 to cover the costs of a second 
delegate to the Biennial Meetings of Affiliates. 
This is not a small decision from their point 
of view, but ACOSCA believes they get 
value for their money. One or two African 
governments have made a modest capital 
contribution to assist movements in their 
countries. This form of support for the 
promotion effort is being encouraged by 
ACOSCA.
Short Term Objectives
Administrative aud Technical Capability

In both administrative and technical 
sectors of the work, ACOSCA’s strategy calls for an integrated system which is mutually 
reinforcing from bottom to top. This will 
take some more time to achieve because of the need for improved capability, the widely 
scattered network of activities, and the lack of 
assured funding. The ACOSCA mission to 
Europe in January 1979 sought to alleviate 
the position in respect of these three factors

and some progress has been made on the type of programme discussed at that time. 
ACOSCA will of course endeavour to 
improve capability through its educational 
courses for both administrative and technical 
purposes, but it is thought that a higher 
level of general education will have to be sought when candidates are recruited for 
employment particularly at the national 
association level. Recruitment of candidates 
at this working level who have received 
formal education may prove to be an 
important step. There are a few working at 
present but there are attractions from better 
paid areas.

There has always been emphasis in 
ACOSCA’s work on utilising volunteers in 
promotional and organisational work in 
grassroot societies, and in the national 
associations. This should of course be 
continued. A further contact should be made with institutions of higher education includ
ing polytechnics, to see whether the move
ment can be encouraged within those 
organisations, and whether the services of 
teachers of different grades could be used in 
educational and training courses on a 
voluntary basis. The example in Sierra 
Leone can be quoted.

In respect of existing staff employed, 
ACOSCA continues to take advantage of 
educational and training opportunities offered 
by different governments and organisations 
at little or no expense to ACOSCA.
Securing increased support from all African 
collaborators

ACOSCA accepts the comments by one 
or two donors that it should attempt to 
secure increased financial and technical 
support from its collaborators in Africa. 
Existing and potential collaborators can be 
seen to include ACOSCA Affiliates, African 
Governments, African regional, sub-regional 
and national organisations, national trade 
union movements, religious bodies, and 
international institutions located and working 
within Africa including offshore islands. 
ACOSCA aims at securing financial commit
ments of a voluntary nature from those 
organisations mentioned above, together with 
increased co-operation generally in the future.
Decentralisation on sub-regional basis

ACOSCA has always accepted decentral
isation it\ order to improve working arrange
ments and reduce costs. This is why regional 
offices have been established at Nairobi, 
Maseru and Lome, and training centres at
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Nairobi, Maseru, Bamenda and Bobo 
Dioulasso,

Apart from the obvious subjects of 
ACOSCA policies, overall planning, adminis
trative control, and overall press and public 
relations, both the regional offices and 
training centres work with a large measure 
of autonomy in dealing with the affiliates and 
government authorities within the sub- 
regions, and with the substantive content 
and carrying out of training courses, to
gether with assisting at the national level.

In dealing with the francophone countries 
from the regional office at Lome, note must 
be taken of the very large land coverage and 
the question of communications of all kinds. 
There have been suggestions that the present 
area of work from Senegal to Zaire should 
be divided to form an ACOSCA central 
region.

In direct relation to the policy of decentral
isation which ACOSCA has pursued, note has to be taken of the large numbers of 
persons, members of societies and national 
associations, government officials, members 
of religious bodies trade unionists and other 
private persons who have had the benefit 
of all types of training and have propagated 
knowledge and experience concerning the 
movement after return to their own countries 
and localities.
Long Term Objectives
Financial and Technical Self-Sufficiency

ACOSCA has a long way and a long time 
to go before financial and technical self- 
sufficiency can be achieved, although some 
progress has been made in the latter respect. 
The two aspects can be looked at separately, 
but there are two factors affecting the topic 
overall which need to be seen clearly in an 
objective way. The first is that on its establish
ment and incorporation, ACOSCA was faced 
immediately with the needs and demands of 
about sixteen prospective affiliates which were 
not long in making their demands felt. They 
were in a hurry to see something done in their 
countries and ACOSCA was in a hurry to set an 
image for itself and a presence in the African 
countries. The fact that a series of meetings 
had been held in Africa on the subject of 
mobilising savings before the establishment 
of ACOSCA, gave rise to the impression and 
feeling that everyone concerned knew 
enough to be able collectively to establish a 
savings and credit movement with little or no 
account of African conditions. Thus an 
ad hoc system of operation was instituted,

and even with present efforts by ACOSCA 
and its collaborators, it is still proving very 
difficult to get back to the right lines.

The second factor affecting the issues is 
that no really serious study was given at the 
outset to financial and technical self-suffi
ciency which could have acted as guidelines during the early years. However, if we accept 
that ACOSCA’s work becomes more and 
more a part of the continental economic and 
social development effort, then it can be 
realised that financial self-sufficiency has a 
long time to go because of the nature of that 
work. On the other hand, if there would be 
any idea of cutting off funds for any sub
jective reasons which might arise, then this 
would be self-defeating and harmful to the 
movement in its task gradually to pay its 
own way.

In respect of financial self-sufficiency, 
ACOSCA is a non-profit organisation which 
taking one year with another, should disburse available funds for the benefit of the 
movement and be accountable for them. 
It has three main ways through which it can 
accumulate a surplus for covering expenses 
and reinvesting the balance in the movement. 
These are: receipt of dues from Affiliates for 
services rendered; receipt of commissions 
on services rendered through its risk manage
ment programme, and investing money at 
interest in the movement through any capital 
contributions it may receive for establishing 
a fund for this purpose.

Receipts of dues have been building up 
very gradually, but the majority of Affiliates 
have paid to date. For reasons of maintaining cohesion in the movement, it has not been 
politic for ACOSCA to adopt the characteris
tics of the moneylender or the debt-collector. 
Dues will never cover the costs and support 
needed for a continent-wide programme, 
but they will make a healthy contribution. 
Secondly, the mainstay of prospective self- 
reliance may be the commissions received 
from the ACOSCA risk management pro
gramme as they increase, but here again the 
collection of these commissions will need 
care especially over national exchange 
control regulations. Thirdly, a motion to 
create a capital fund within the movement in 
Africa and under the administration of 
ACOSCA was approved during the Fifth 
Biennial Meeting of Affiliates held in August 
1978. When funds become available for 
investment in Africa, this can provide a 
third source of revenue but the proceeds 
will take time to build up.
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The prospects for financial self-sufficiency are, therefore, very moderate and studied 
efforts will need to be undertaken to achieve 
improvement over the years. The solution 
appears to depend on the healthy growth of 
the movement during the second decade of 
ACOSCA which can be stimulated through 
adequate funding. ACOSCA will insist on 
the strengthening of national associations 
as the movement grows.
Relations with African governments and 
institutions

When dealing with the question of estab
lishing a relationship of a permanent 
character with African governments and 
institutions it has to be seen that ACOSCA 
itself has a permanency in its own field of 
operations i.e. the promotion and development of the co-operative savings arid credit 
movements on the African Continent. Its 
recognition by its own affiliates which 
created it, by African Governments and their representatives who attend its gatherings, by 
international institutions which invite 
ACOSCA for consultations and meetings, 
and by the support officially given from 
African governments to ACOSCA’s applica
tion for Observer Status at the Organisation 
of African Unity, together with support from 
its donor collaborators, all lend weight to the 
type of permanency that is required.

The Chairman of ACOSCA at the Tenth 
Anniversary Conference in August 1978 
stated: ‘‘Promotion of the movement will 
always present us with an opportunity to 
grow. Commonplace as this may sound, it 
constitutes the basic criterion against which 
the future of our Association will be meas
ured. An institution which does not show an 
adequate and balanced level of expansion in 
its operations must sooner or later fall into 
decline and be relegated to insignificance. 
ACOSCA should not show' symptoms of 
weakness by not pressing for balanced 
growth at an adequate pace.” Again: “ More 
and more, our Association will have to think 
in continental terms of projects both national 
and multinational, instead of carrying out 
isolated and piecemeal projects, now that its 
base is reasonably well established and it 
has knowledge and experience behind it” . 
An inquiry whether ACOSCA would be 
willing to take part in a multi-national 
project on agricultural credit in the Niger 
basin in Mali, is relevant. Two further 
enquiries from international institutions 
concerning ACOSCA’s willingness to take

part in the financial aspects of co-operative 
housing and large scale co-operative schemes 
are also relevant.

Since its Tenth Anniversary, ACOSCA has 
kept contact with the African Development 
Bank, and the matter of joint co-operation 
under a formal approach is being worked 
out. On a national basis, interest in 
ACOSCA’s activities is being shown from 
one or two Central or National Banks.

When the project to secure increased 
support from African collaborators is 
implemented, ACOSCA will endeavour to 
have talks with Central Banks,

There are also possibilities of a working 
relationship with the Institute for Develop
ment Planning located in Dakar, Senegal, 
and the Centre for Development of African 
Administrations located in Casablanca, 
Morocco.

Co-operative savings and credit are one of 
the key issues facing African countries. Both growth and development are dependent 
on savings and credit. Investment from any 
source can help growth, and if the people 
of any country develop thrift, savings and 
investment, they can play a role in economic 
development. The savings and credit move
ment is es.sentially a social movement which 
addresses itself to the basic human needs of 
the town and country worker, the small 
farmer, the small businessman, and the 
marginal men and women who are regarded 
as victims of social change.

The African Development Bank does not 
usually finance projects alone or single- 
handed. It calls on other international 
financial institutions to form groups or 
consortia to sponsor and finance most of its 
projects. In this way it provides a mutual 
guarantee to its lenders—the guarantee not 
only of individual borrowing States but of all 
States which are members of the Bank, to its 
creditors. As something of a parallel, 
ACOSCA feels that it should be able to 
attract resources from national governments 
and international organisations to finance 
projects which its membership may consider 
as totally beyond its reach.

ACOSCA is an African organisation, run 
by Africans, which was brought into being by 
sister organi.sations’ help and support from 
both within and outside Africa. ACOSCA 
hopes this collaboration can increase so that 
it can become part of the decision-making 
organisations which provide a voice and a 
place for the town and country workers, 
small farmer, small businessman, and those
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who do not speak for the Establishment, big 
business and political parties.

When the international community begins 
to give form and content to basic human needs, ACOSCA looks forward to being 
involved with African countries in defining 
and acting upon the enlarged meaning being 
given to economic and social development. 
ACOSCA was pleased to take part in 
discussion at the NGO level in January 1979 
on the Lome Convention.

ACOSCA believes that if African govern
ments, NGO co-operators, and collaborators 
and donors encourage savings and credit

societies, they are taking realistic steps towards providing social security and 
essential social services. In considering the 
relationship between production, consump
tion, savings and investment, ACOSCA feel 
it can play its part in bringing the importance of this relationship to the attention of 
African people through the movement, and 
by having members serve on the directorates 
of fellow financial bodies, marketing boards, 
savings and loan associations, and the 
councils of national insurance and social 
security agencies. Part of ACOSCA’s work 
must be devoted to this end.

North America
Presented by 
G illes J O B IN
A ssistant General M anager, H um an Resources
Confederation des Caisses Populaires et d’Economie Desjardins du Quebec 
(Canada)
1. Introduction to the Caisses Populaires et

d’Economie Desjardins
Alphonse Desjardins founded the first 

People's Bank in North America on 6th 
December, 1900 in Levis, near Quebec. He 
thus created a form of co-operative institution 
in which savings precede, provide for and 
support credit, and in which the savings of 
the common people become the source of 
loans to the people.

Now, 80 years later, the Desjardins 
People’s and Economy Banks are spread 
throughout the territory of Quebec and, 
thanks to an advanced data-processing 
system, are able to offer high quality services 
throughout their network. More than
4 million members, grouped together in 
1,370 banks, have chosen the co-operative 
formula in order to satisfy their financial 
requirements through thrift and credit and 
to participate in the social development of 
their community. Assets managed by the 
Desjardins Movement now exceed 13 billion dollars.

One of the major reasons for the Desjardins 
Movement’s progress lies in the fact that its 
vitality is drawn primarily from its human 
resources. About 16,600 voluntary managers 
take part, the majority at local level, in the 
administration of the Movement, which is 
democratically structured.

In addition, the Desjardins Movement is 
one of Quebec’s largest employers: 18,200 
competent specialists carry out their tasks in 
various fields within the framework of the 
Caisses populaires et d ’economie Desjardins.
Democratic Structure

Every Desjardins Bank has complete 
autonomy, and is governed by its General 
Assembly, which decides the direction of the 
Bank’s activities and its general policy. Every 
member has the right to one vote only. In 
accordance with this democratic rule, the 
members elect the voluntary officials who will 
be responsible for conducting the Bank’s 
affairs between General Assemblies, as 
follows:

— The Board o f Directors, with a member
ship of at least five persons, supervises 
the efiicient running of the Bank.

— The Credit Committee, consisting of 
three elected members, deals with loans 
and watches over refunds. It may dele
gate a part of its powers to the Bank’s 
managing director or one of his deputies, 
but is itself ultimately responsible to the 
General Assembly on the matter of credit.

— The Supervisory Council comprises 
three elected members, who carry out
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periodical checks to ensure that the 
work, of the Bank and of the other two 
bodies is carried out efficiently; it also 
keeps a close watch on the laws and 
regulations currently in force, and on the 
decisions of the General Assembly.

Each of these bodies reports to the General 
Assembly at least once a year.

Thanks partly to the activities of these 
voluntary officials, the Desjardins Movement 
has been able to adapt itself from the 
beginning to the expectations of its members, 
while at the same time espousing the con
cerns and aspirations of the society in which 
it has evolved.
2. Evolution of the Desjardins Movement and 

Social and Economic Change
The Federations

From 1920 onwards, wishing to procure 
wider services than they would be able to do 
individually, the People’s Banks began to 
form regional groups in order to promote and 
protect their joint interests. In this way 
Federations came into being in ten of the 
Quebec regions. An eleventh Federation, the 
Federation des caisses d'economie, joined the 
Confederation of the Quebec Desjardins 
People’s and Economy Banks in I979.<'>

The task of the Federations, the secondary 
level of the Desjardins Movement, is to 
promote the efficiency, growth and develop
ment of the people’s and economy banks, by providing professional, technical and financial 
support.
The Confederation

The Desjardins Movement People's and 
Economy Banks Confederation, was at first 
responsible for co-operative education and 
for inspecting the regional federations and 
banks. In the course of time, several additional 
services have been added, concerned mainly 
with legal and fiscal matters, international 
relations, research, data processing, standard
isation of procedures and services, advertising, 
etc.

Founded in 1932 under the name “ La 
Federation de Quebec des caisses populaires 
Desjardins” (Quebec Federation of the 
Desjardins People’s Banks), this tertiary

organisation of the Desjardins Movement 
changed its name after the affiliation of the 
Economy Banks to the Desjardins Movement, 
to become the Confederation des Caisses 
populaires et d'Economie Desjardins dti 
Quebec.

The Confederation enables all the feder
ations and institutions to exchange views to 
ensure the orientation, planning and co
ordination of all the members’ activities.

Over and above the services for which it is 
responsible, the Confederation is the official 
spokesman of the Desjardins People’s and 
Economy Banks Movement in its relations 
with governments and national and inter
national organisations.
Member Institutions o f the Confederation

In the course of years, and as the structures 
and services of the People’s Banks evolved, 
other needs made themselves felt. It became 
evident that thrift and credit operations alone 
did not fulfil all the members’ financial 
requirements.

In the field of general insurance, for 
instance, rural areas were at one time par
ticularly badly served. Due to the absence of 
any infrastructure of water-mains or fire
fighting installations, fire insurance was so 
expensive that very few people could afford 
adequate protection. The Societe d ’Assur- 
ance des Caisses populaires (People’s Banks 
Insurance Company) was formed in 1944 to 
meet this need. It also provided the Movement 
with an organisation to insure its banks against fire, theft and fraud.

From another standpoint, as the large life 
insurance companies continuously drained 
great sums away from Quebec and Canada, 
the Assurance Vie Desjardins (Desjardins 
Life Insurance) was created in 1948 to adapt 
life insurance services to the real needs of the 
population, and at the same time it slowed 
down this systematic flight of capital.

These two initiatives were reinforced by the 
purchase in 1962 and 1963 of the Sauvegarde 
Life Insurance Company and then the 
Securite General Insurance C om panyT h is 
made possible the practice of re-insurance, the expansion of operations to the whole of 
the Canadian territory and the preservation 
of the interests of Quebec in the field ofinsur-

(1)The People's Banks dilFer from  the Econom y B anks principally  in  the m atter o f  the ir organ isa tion . T he fo rm er, 
on the w hole, serve a geographical area, while the la tte r  generally  operate  a t the w orkplace.

(2)The recent m erger o f  th e  “ S ecurite" and  the “ Societe d ’A ssurance des caisses populaires” gave b irth  to  the Groupc  
D esjard ins  - A ssurances G eiieralcs T he  m erger o f  these tw o institu tions should  provide im proved u tilisa tion  o f  the 
available hum an  and  technical resources, standard isa tion  o f  policies and  rates, better scale econom ies and  im prove 
profitability .

116



ance. In 1975 these two companies set up their 
registered offices in the Montreal Desjardins 
complex, built by the Desjardins People’s 
Banks Movement in collaboration with the 
Government of Quebec.

La Fiducie du Quebec (Quebec Trust company) also has its registered office there. 
This finance company, purchased by the 
Desjardins Movement in 1963, offers to the 
general public of Quebec numerous special
ised services such as the safe custody and 
management of securities and property, the issuing of debentures, the management of 
pension funds and of pension and house 
savings plans, the management of inherited 
assets and the execution of wills, real estate 
brokerage and mortgage loans. Here again, 
the People’s Banks acquired complementary 
financial apparatus to extend still further the 
range of services already available.

In addition to these member-institutions 
of the Confederation, other institutions are attached to the Confederation, which have 
been created—especially since 1970—to 
enable the Desjardins Movement to better 
fulfil the needs of Quebec Co-operators, to be 
better able to face up to the tight competition 
from other financial institutions and to par
ticipate more actively in the development of 
Quebec society.
Institutions attached to the Confederation

At the present time, nine institutions linked 
to the Confederation of Desjardins People’s 
and Economy Banks enable the Movement to play a key role in various sectors of Quebec 
society. These are; the Societe d ’investisse- 
ment Desjardins, the Credit Industriel 
Desjardins, Inc., the Caisse Cent rate Des- 

jardines du Quebec, the Institut Cooperatif 
Desjardins, the Fondation Girardin- 
Vaillancourt, the Societe de Devehppement 
International Desjardins, the Corporation de 
Fonds de Securite de !a Confederation 
Desjardins, the Societe d'Habitation Alphonse 
Desjardins and the Service de Securite des 
Caisses populaires Desjardins Inc.

The Societe d'Investissement Desjardins and 
its subsidiary CrMit Industrial Desjardins Inc. 
enable the Desjardins Movement to become 
actively involved in industrial and commercial 
development in Quebec by placing certain 
capital at the disposal of dynamic ventures 
and offering them a range of services. Through 
the intermediary of the Societe d'Investisse
ment Desjardins and the CrMit Industriel 
De.sjardins Inc., the Movement can intervene 
more systematically in the wheels of the

economy in sectors other than thrift and 
credit.

The deficiencies in the Quebec manufacturing sector, as well as the manifold and 
complex problems facing small- and medium
sized firms, have for some time now demanded 
additional efforts in these sectors of economic life. This is perhaps even the angle from 
which the Desjardins Movement will work 
more actively for the development of co
operative undertakings which, in size, are 
readily comparable to the small- and mediumsized firms.

The Institut Cooperatif Desjardins and the 
Fondation Girardin-VaiUancourt ensure the 
Movement’s presence in the fields of co
operative and management training.

Created at the beginning of the sixties, the 
Institut Cooperatif Desjardins has contributed 
actively to the development of education for 
the people of Quebec. Many trainees from 
Quebec and from abroad have stayed there. 
This specialised educational centre for adults, available to the co-operative movement and 
to private and public bodies, also provides 
accommodation and restaurant services.

In setting up the Fondation Girardin- 
VaiUancourt in 1970, the Desjardins Move
ment proved that it was determined to 
encourage education and research in the 
fields of co-operation, the economy, finance, 
administration and the sciences and arts, and 
desirous of giving assistance and support to 
students through the granting of study 
scholarships and subsidies.

As regards the Societe d'Habitation 
Alphonse Desjardins, (Alphonse Desjardins 
Housing Association), its creation will 
enable the Desjardins Movement to participate more actively in the search for solutions 
to the knotty housing problem encountered 
by thousands of families in Quebec. For 
despite a financial commitment of more than 
S5 billion in 1980 under the heading of loans 
with mortgage guarantee, the Desjardins 
Movement decided to create this association 
with the task of linking up with various 
governmental and private bodies, and of co
ordinating and planning the Movement’s 
many initiatives in the field of housing and 
restoration.

As for the Caisse Centrale Desjardins, it is intended that this institution should play a 
key role in the development of the Desjardins 
People’s and Economy Banks Movement in 
the next few years. This organisation can 
receive deposits from its members and from 
governments, issue debenture certificates and
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other acknowledgments of debt, grant loans, 
undersign some acknowledgments of debt 
outright and participate in Canadian systems 
of compensation or settlement of instruments 
of payment. Membership of the Caisse 
Centrale is the same as that of the Desjardins 
People’s and Economy Banks Confederation, and is also open to any other co-operative 
organisation that so requests. The Caisse 
Centrale can participate directly and fully in 
public, para-public and even private share 
issues and in the issue of bonds and deben
tures offered by certain Quebec co-operative 
bodies.

In a society in which competition between 
financial institutions is very tight and in 
which there has been considerable techno
logical development (new payment systems), 
the Caisse Centrale Desjardins will, over the 
medium and long term, provide an important 
tool which will help to increase flexibility 
within the financial structure of the Des
jardins thrift and credit co-operatives, as well 
as their impact on the national and inter
national monetary and financial markets.

The Societe Devehppement International 
Desjardins, another venture linked to the 
Desjardins Movement, works in rural and 
co-operative development projects in French- 
speaking Africa and in Latin America, where 
it ofiers the following services: socio
economic studies and research; work with 
grassroots communities; management sup
port of community development projects; 
organisation of co-operatives, especially in 
the fields of thrift and credit, agriculture and fisheries. The Desjardins Banks’ partici
pation in this work is in keeping with the 
Movement’s long tradition of an international 
presence.

Two further important institutions within 
the Desjardins Movement are:

The Service de Securile des Caisses popul- 
aires, which provides enquiry and safe- 
custody services for the Desjardines Banks 
and other institutions; it regularly consults 
with those responsible for security, checks 
the banks’ physical installations, and provides 
survey services, eic.

The Corporation de Fonds de Securile de la 
Confederation Desjardins, which was set up 
for the purpose of establishing and adminis
tering a security and mutual aid fund for the 
affiliated banks, and assisting with the pay

ment of losses suffered by members through 
liquidation of a bank.
3. Protection of Members’ Interests and 

Deposit Guarantees
During the pioneering period, the bank

ruptcy of a thrift and credit bank was unlikely 
but was nonetheless possible. At that time many small financial institutions ran the risk 
of collapse.'^’

Today, when members deal with a Des
jardins bank, they need not worry for their 
interests are well protected. The security of 
deposits is well guaranteed, first by highly 
efficient external mechanisms, and secondly 
and most important, by the internal dyna
mism of each bank as well as of the Movement 
they together form.
Deposits Insurance 

Among the external mechanisms, there is 
first of all deposits insurance (assurance- depots), which is in fact an external guarantee 
from the State. It rests on the Quebec Law 
on Deposit Insurance, by virtue of which the 
Deposit Insurance Trustee guarantees to any 
person who makes a deposit of money in a 
people’s bank (or any other registered 
institution) the repayment of this deposit at 
maturity, up to a sum of $20,000 per insti
tution, for each depositor. The excess over
820,000 for each depositor must still, of 
course be protected, and in this connection, 
the efficiency of the Banks’ inspection system, 
which has stood the test of time, is an 
important factor.
Inspection o f the Banks

The Ministry of Consumers, Co-operatives 
and Financial Institutions of Quebec has the 
final responsibility for inspection. The 
Government has however entrusted to the 
Desjardins People’s and Economy Banks 
Confederation of Quebec the task of carrying 
out inspection of the banks belonging to the 
Desjardins Movement, save for a few excep
tional cases. In the course of years, the 
Confederation’s Inspection Department has 
acquired experience and competence which 
is readily acknowledged by the federations 
and banks. Qualified inspectors, equipped by 
law with all the necessary powers, regularly 
make detailed inspections of each bank, so 
as to ensure, in the interest of its members, 
that its finances are soundly managed.*^’

(•'*)This section o f  the paper was inspired by an article w ritten  by M ichel P o u h n  o f  th e  D esjardins People’s Bank 
F ederation o f  Q uebec, which appeared  in  M a  C aisse, V o l.17, N o .5, 1980.

(4)Due to  rapid technological developm ent, e lectronic aud it m echanism s are provided fo r by inspection officials.
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Security Fund
With its recent adoption of the law on 

security funds corporations, the Quebec 
National Assembly created an additional 
mechanism for guaranteeing the public’s 
deposits in thrift and credit banks. This law 
provides that the Government may, if so requested by a federation, set up one or 
several bodies to be responsible for adminis
tering a security fund for the benefit of the 
banks it represents, and thus avoid their 
depositors having to suffer losses in the 
event of financial difficulties.

For the Desjardins Movement, which 
already had its own security fund, the new 
law is an additional security against uncer
tainty. Any of the bodies created under the 
authority of this law can moreover require 
that all banks make a regular contribution, 
with a view to gradually increasing the 
security fund they administer.
Iiilenial Mechanisms

On examining the internal operation of the 
People’s Banks, we rapidly realise that there 
too, security mechanisms are of great 
importance. These mechanisms are all the 
more reassuring as they are based on the 
bank’s operations and not on external 
factors.

The first of these internal mechanisms is 
the standard fixed by the banks as to the 
money and liquid securities to be kept in 
hand in order to be able to deal rapidly with 
possible massive withdrawals. The percentage 
of liquid funds to be thus kept has always 
represented a notable proportion of members’ 
deposits. At present it stands at 15 per cent, 
and the Desjardins banks very often exceed 
this in practice.

The principle of compulsory reserves is 
doubtless the most interesting security 
mechanism. At the end of the year each bank 
must transfer, within certain limits, a part of 
its annual surplus to a permanent reserve, 
which may not be used for current require
ments nor shared out among the members. 
Its purpose is the simultaneous absorption of 
any losses which may arise and the protection 
of deposits; it also has the secondary effect 
of bringing in additional income, since the sums composing the reserve yield a reasonable 
interest. All this guarantees that as time goes 
on, each bank acquires financial soundness 
enabling it to face up to difficult economic 
cycles with serenity, without having to call 
upon the Desjardins Movement as a whole.

As can be seen, the strength of the reserve

as a guarantee mechanism becomes immense 
with a total of 1,374 banks in the Movement. 
With its assets amounting to SI3 billion and 
the reserves it has accumulated since the 
beginning of the century, the Desjardins 
Movement will not run the risk of tarnishing 
its image, on account of any bank which may 
not have had time to build up its own 
reserves. There is therefore no question of 
allowing a member to lose money with a bank 
in difficulties. Even if, one day, the security 
funds and other sources of existing guaran
tees were to prove insufficient, the financial 
strength of the Desjardins Movement would 
in fact constitute a further solid bulwark.

The remarkable fact is that one of the most 
important security factors, “ the reserve”, is 
provided by the bank members themselves, 
for it is the borrowers and depositors who 
gradually build up their bank’s reserve, out 
of the end-of-year excess amounts received or 
surpluses. These excess amounts belong to the members but a part of them is allocated to the 
reserve. This sacrifice to which the member- 
owners agree each year is not very heavy 
individually, but the accumulation of these 
sums creates an additional security.
Other Mechanisms

The existence of the Supervisory Council, 
the Board of Directors and the Credit Com
mittee, the production of monthly and annual 
reports, together provide other mechanisms 
that are reassuring to members who make 
deposits in the Desjardins Banks.

Examination of some of the security 
measures (deposits insurance, security funds) 
put forward to guarantee deposits by members of the Desjardins Banks also shows the 
close relations existing between the Des
jardins Movement and governments.
4. Relations between the Desjardins Move

ment and the Governments
Alphonse Desjardins and other co- 

operators of the early period took steps to 
approach the governments with a view to 
making them aware of the value of the co
operative formula in the people’s thrift and 
credit field, and to procuring appropriate 
legal status for the Desjardins Banks. The 
Quebec government followed up the requests 
by Desjardins and his collaborators by voting 
a law in 1906, the “ Law on Co-operative 
Syndicates of Quebec”, which sanctioned the 
existence of the Desjardins Banks.

Since the adoption of this law, close 
relations have existed between the Govern
ment of Quebec and the Desjardins Move
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ment. Thus, at various times, the Movement’s 
representatives have intervened with the 
Quebec government when the latter proposed 
adopting or amending laws affecting the 
development of thrift and credit co-operatives.

This happened, for instance, in 1963, when 
the Law on Co-operative Syndicates of 
Quebec, acknowledged by both the State and 
the co-operative Movement as being obsolete, 
was replaced by the Law on Thrift and Credit 
Banks and the Law on Co-operative Assoc
iations. Other cases arose when certain other 
draft laws, such as those concerning security 
funds, the protection of consumers, deposits 
insurance, and the integration of certain 
institutions into the Desjardins Movement, 
were debated and adopted.

The State, through its laws, provides the 
legal framework for the banks; it requires 
them to deposit their annual reports and 
supervises the application of the law govern
ing them. The Desjardins Movement, a co
operative enterprise that is distinct from the 
State, must establish and maintain permanent 
lines of communication with the government 
of Quebec in order that, among other things, 
it may fully understand the direction of 
government policies and make known the 
Desjardins Banks’ viewpoint on govern
mental projects affecting it.

Very often, approaches to the government 
are made through officials, in particular those 
of the Ministry of Consumers, Co-operatives 
and Financial Institutions. This Ministry, 
created in 1968, has a co-operative depart
ment comprising two Directorates: the
Savings Banks and Credit Directorate and the 
Co-operative Associations Directorate.
Forms o f Collaboration

In the course of the last few years the 
Desjardins Movement has concretised various 
other forms of collaboration with the
Government of Quebec.

It has, for instance, built the Montreal 
Desjardins complex with the participation of 
the Quebec Government, promoted the
development of the “Societe de developpe- 
ment des entreprises quebecoises” (SODEQ) 
and of the “Societes queb&oises d ’initiatives 
agro-alimentaires” (SOQUIA), taken part in 
the creation of the Co-operative Development 
Society, received within the Desjardins 
Investment Society representatives of the 
Deposit and Investment Bank of Quebec, 
collaborated in the carrying out of govern
ment projects in various fields (housing, loans 
to farmers, registration of motor vehicles).

distributed numerous documents for public use such as Quebec pensions administration 
forms, Quebec income forms, etc.

It should be remembered that the Des
jardins People’s and Economy Banks Con
federation is the official spokesman of the Movement in its relations with the Govern
ment of Quebec, although the banks, 
federations and institutions may also be 
called upon to make contact with the State 
concerning their own operations.

In addition to its contacts with the Quebec 
Government, the Desjardins Movement also 
maintains relations with the Canadian 
Government and with municipal govern
ments.
Other Govenimeiits ami the Co-operative 
Summit

As regards contacts between the Desjardins Banks and the municipal governments, these 
generally concern fiscal, zoning, industrial 
development or housing development 
problems.

Contacts between the Desjardins Move
ment and the Canadian Government are of 
two kinds; the first provides the opportunity 
for the Desjardins Banks to make their point 
of view known to the federal authorities on 
various subjects, such as the revision of laws 
concerned with the dynamics of the Canadian 
financial and banking system, the adoption 
of various laws which affect members of the 
Desjardins Banks as citizens and consumers, 
the possibility of being able to take advantage 
of various governmental programmes, aid to 
developing countries; the second is connected 
with the evolution of payment systems, as in 
the case of our participation within the 
Canadian Payments Association, the purpose 
of which is the standardising of such 
systems.

As already pointed out, it is obviously with 
the Government of Quebec that the Des
jardins Movement has the most frequent 
contacts, and at the beginning of 1980 a key 
event occurred in the history of relations 
between the State of Quebec and the Des
jardins Banks. This was the holding of a Co-operative Summit in February 1980, 
which not only provided an occasion for the 
State to meet various representatives of the 
co-operative movement but also enabled 
representatives of all co-operative sectors and 
of all categories of co-operatives to meet each 
other for the first time.

This Summit, organised by, among others.
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the Quebec Co-operative Council and the Ministry of Consumers, Co-operatives and 
Financial Institutions, proved to be a type of 
privileged meeting, during which the Des

jardins Movement made known its views on the development of co-operation in Quebec 
and stated its expectations in relation to the 
State.

Presented by 
Chris HANSEN 
Chairman 
Canadian Co-operative Credit Society
History and Structure

The Canadian credit union movement 
began in 1901 with the establishment of the 
first caisse populaire—the French language 
equivalent of a credit union—in the province 
of Quebec. Alphonse Desjardins, its founder, 
had studied people’s banks and similar thrift and credit co-operatives already in existence 
in Europe and applied their principles of 
co-operative member-ownership to meet the 
financial needs of Canadians. The new 
concept spread quickly throughout Quebec, 
other Canadian provinces and the United 
States. Eastern and western Canadians had 
already adapted the co-operative philosophy 
to their business operations and were enthus
iastic about applying this same concept to 
serve their personal financial needs. Today, 
the Canadian movement has grown to where 
more than 9 million individuals belong to 
some 3,700 credit unions and caisses popu- 
laires holding in excess of S30 billion of 
assets. They are represented in the Desjardins 
caisse populaire movement in Quebec and 
the credit union/caisse populaire system 
throughout the other provinces of Canada.
The Canadian System

There is a very fine distinction between 
the structure of the Canadian credit union 
movement and that of European co-operative 
banks. Both movements share a common 
philosophy and are member-owned and 
controlled; however, while the European 
version is organised on a national basis with regional and provincial branch structures, 
the Canadian movement is comprised of 
separate and autonomous local organisations 
which have established and now maintain 
control of provincial and national organis
ations. The second tier of the system consists 
of provincial credit union centrals, which 
manage liquidity and provide support 
services within their geographical juris

dictions. Through these provincial centrals, 
credit unions and caisses populaires also 
have established a third-tier, national organ
isation: the Canadian Co-operative Credit 
Society. CCCS serves as the national financial 
intermediary for credit union and co
operative organisations in Canada, and also 
provides other support services to the credit 
union movement as its national-level association.
Legislative Framework

Credit unions and their provincial centrals 
in Canada are incorporated under provincial 
legislation in each of our 10 provinces and 
are subject to provincial government super
vision. In some provinces, special ministries 
or departments have been established to 
regulate and participate in the development 
of credit unions. CCCS, as the national-level 
organisation, is incorporated under and 
governed by the Co-operative Credit Associa
tions Act, which is administered by the 
federal Department of Finance.

Credit unions and caisses populaires in Canada are required to meet statutory 
reserve requirements and to obtain annual 
audits performed by qualified outside 
auditors, in accordance with provincial 
statutes. They also benefit from provincial 
depositor protection organisations, which 
ensure the savings of individual members 
and, through their provincial centrals and 
CCCS, have access to the Canada Deposit 
Insurance Corporation, which provides a 
source of liquidity in addition to that of the movement.

Legislative representations by the credit 
union movement at the federal level were 
particularly successful in 1980. The passage 
of new banking legislation late in the year 
gave credit union organisations direct access 
to the cheque clearing system in Canada, 
correcting an inequitable situation in which
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chartered banks owned the system and had 
to be used as agents for credit union payment 
instruments. It will also provide the move
ment with direct access to Electronic Funds 
Transfer Systems and other future payment 
systems. Other favourable changes in legis
lation affecting credit unions demonstrated 
an increased awareness and support for these 
organisations by government in 1980.
English/French Cultures

The simultaneous development of caisses 
populaires and credit unions in Canada 
mirror’s our country’s founding English and 
Erench cultures. Each organisation is a direct 
reflection of the financial, social and com
munity needs of its members. As such, caisse 
populaire members are predominantly 
French-speaking Canadians. While there are caisses populaires in every province, they are 
mostly concentrated in the province of 
Quebec—where the Desjardins caisse popul
aire movement serves the majority of financial 
services users—and in parts of New 
Brunswick and Manitoba. Credit unions 
serve English-speaking Canadians and many 
other linguistic groups that make up our 
cultural mosaic.
Credit Union Services and Strategies

Canadian credit unions have made great 
strides since the turn of the century, when 
they provided only basic savings and loans 
services. Today they offer a full range of 
financial services, many of which are unique to the Canadian financial services market
place.

The Canadian credit union movement 
places great emphasis on the continued 
provision of traditional and innovative 
services, even when faced with intense com
petition, high interest rates and narrow 
margins as has been the case so far in the 
1980s. These somewhat unpleasant realities 
have prompted renewed emphasis on improve
ment in efficiency, knowledge and expertise 
on a system-wide basis. A special programme 
was implemented in 1980 by the provincial 
centrals, to provide analyses of credit union 
operational strategies and recommend ap
proaches to meeting the short-, medium- and 
long-term goals of individual credit unions.

The development of marketing strategies is taking on greater importance in our credit 
union movement as a result of the continuing 
intensification of competition with chartered 
banks, trust companies and loan companies. 
Tn fact, a national Marketing/Communi

cations Committee has developed a long- 
range Marketing/Business Development Plan 
which provides guidelines to improve market 
shares, products, service, delivery, pricing 
and office layout, as well as recommend 
detailed actions required to meet these objectives.
New Services/Capabilities

New and innovative financial services and 
capabilities are being added, as was made 
evident by a number of developments in 1980. 
The Canadian movement last year signed an 
agreement with the international MasterCard 
licensing organisation, which concluded a 
process of study and consultation in the area of payment/credit cards. The first applications 
are anticipated for the provinces of 
Saskatchewan, Alberta and British Columbia, 
whose provincial centrals are studying the 
introduction of a card programme with both debit and credit capabilities.

Lease financing of purchases is another 
area which helps to demonstrate the Canadian 
credit union movement’s continuing interest 
in maintaining a full range of contemporary 
services. Leasing has begun to gain in 
popularity and is expected to account for 
the sale of one out of every three Canadian 
automobiles by 1985. This expectation, in 
part, led to official approval by the movement 
of a pilot project to test a proposed Individual 
(Retail) Auto Lease Programme. A number 
of credit unions have indicated an interest 
in extending such a service on a preliminary 
test basis, with initial testing expected to get 
under way during 1981.

The Canadian credit union movement is 
also moving closer to the reality of a nation
wide system for inter-branch accessing of 
member accounts. A number of provincial 
inter-branch systems are already in operation 
and introduction of such facilities is planned 
or anticipated for other regions, thus creating 
the potential for coast-to-coast link-up of 
credit unions and caisses populaires in the 
not too distant future. Members of credit 
unions on-line with an inter-branch system 
can arrange deposits, withdrawals and other 
financial transactions from credit union 
locations other than their own.
Training

The efficient offering of existing and new 
services requires a high degree of expertise 
on the part of professional staff, financial 
awareness by the members and administra
tive insights for credit union leadership. As
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a result, training has been an important part 
of the Canadian credit union and caisse 
populaire system from the outset, with 
member education formalised as a per
manent principle of co-operative ownership. 
Educational opportunities are extended to 
members and professional staff alike and, in both cases, are supported by seminars and 
courses conducted by provincial centrals. 
Individual credit union members and staff 
across the nation can pursue their training 
objectives through their local or provincial 
organisations or through the Co-operative 
College of Canada in Saskatchewan, the 
DesJardins Co-operative Institute in Quebec, 
the Canadian Credit Union Institute’s 
Fellows Programme at local educational 
institutes or by completing a new university 
degree programme in Co-operative Adminis
tration. Annual conferences also are coordinated by CCCS.
International Involvement

At the international level, the Canadian 
movement takes an active role in providing 
financial, administrative and developmental 
support to credit union organisations in both 
developing and developed countries. Under 
the auspices of the World Council of Credit 
Unions, of which it is a member, CCCS acts 
on behalf of the Canadian movement to 
ensure that people throughout the world 
have an opportunity to enjoy the financial 
and other benefits inherent in the co-operative 
approach to financial services. The World 
Council, in turn, is a full member of the 
International Co-operative Alliance and 
participates in its various activities dealing 
with financial co-operatives. The Canadian 
International Development Agency (CIDA) 
provides complementary support and matches 
the credit union movement’s contributions 
in varying ratios.
A Look Ahead

The advent of a new age of electronics has 
led to some exciting prospects for the financial 
services marketplace. In addition to payment 
card services and instantaneous inter-branch 
transactions, the 1980s hold the promise of

in-home financial transactions through two- 
way television communications, point-of- 
sale systems linking merchants, customers and their accounts, as well as small, afford
able computers for office and home use.

There are other equally exciting prospects 
for both credit unions and co-operatives, 
including the possibility of an energy partner
ship with the Canadian government. The 
overall movement is presently discussing the 
participation of credit union, caisses popu- 
laires, co-operatives and their members in 
energy resource exploration and develop
ment. These organisations, by their very 
nature, can provide a guarantee of continued 
Canadian ownership, to the extent of their 
involvement. The Canadian government has 
recognised this fact by offering up to SlOO 
million to help fund a proposed co-operative 
energy company.

The continuing evolution of Canadian credit unions as well as co-operatives is of 
vital concern to their members and is 
evidenced by their establishment of the 
Co-operative Future Directions Project. The 
project—which completed its first calendar 
year of operations in 1980—has been 
directed to identify the movement’s vision 
of the future and the mechanisms necessary 
to achieve it. Thousands of Canadian co- 
operators at local, regional and organisa
tional levels are holding meetings and pro
viding their input to the project director and 
his staff, as part of the future planning 
process. In this manner, the Canadian 
movement can anticipate and help shape future social, economic and business en
vironments.

One environment will remain unchanged, 
however, and that is the philosophical 
environment for credit unions. These organ
isations and their co-operative counterparts 
will always be member-established, member- 
owned and member-controlled. It is an 
orientation that we share with other thrift 
and credit organisations around the world 
and one which ensures the serving of financial 
needs within the context of individual 
autonomy and integrity.
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Caribbean and Latin America
Prepared by
Caribbean Confederation of Credit Unions*

CREDIT UNION DEVELOPMENT IN THE CARIBBEAN
Missionaries promoted and organised the 

first credit unions in the Caribbean during the 
1940s within church, social and community 
centres. Despite the difficulties of introducing 
new ideas into socially and culturally close- 
knit extended family units, patience, per- 
serverance and the appropriateness of credit 
unions to the people’s needs resulted in a 
regional network that today serves more than
330.000 members. Tn 1957 credit union 
leaders from the English-speaking Caribbean organised the West Indies Confederation of 
Credit Societies (WICCS) and affiliated with 
the Credit Union National Association 
(CUNA). By 1961 WICCS affiliates included 
over 475 credit unions with a membership of 
more than 60,000. The Caribbean leaders in 
1972 reorganised WICCS into the CCCU to 
assure a greater regional voice in the affairs 
of the World Council of Credit Unions; to 
more effectively promote credit unions 
throughout the region; and to speak on 
behalf of credit unions to National Govern
ments. WOCCU has collaborated in develop
ment projects throughout the Caribbean, 
with short-term financial assistance from CUNA Mutual Insurance and the Co
operative Union of Canada.

The CCCU now represents thirteen affil
iated national credit union movements 
(Belize, Jamaica, Barbados, Surinam, 
Guyana, Trinidad and Tobago, St Lucia, 
St Vincent, Grenada, Dominica, Montserrat, 
St Kitts/Nevis, Antigua) and two newly 
developing movements applying for official 
affiliation (Bahamas and Cayman Islands). 
From its modest beginnings the Caribbean 
Credit Union Movement now serves over
330.000 members, has mobilised more than 
SlOO million in savings, has loans outstanding 
of SI03 million and assets of SI 16 million.

Success stories can be found throughout 
the Caribbean demonstrating the positive 
attitude the region’s people have toward 
credit unions as safe, responsive and locally 
managed financial institutions. Credit union 
successes also show that local communities

can effect appropriate and long-lasting 
changes with limited resources.

Dominica for example: In 1951, twelve 
leaders of the Social League of Catholic 
Women with help from a missionary sister, 
introduced credit unionism to the island. 
Within six years most major population 
centres on the island had a credit union. By
1976, Dominica was leading the Caribbean 
Credit Union Movement in percentage of population belonging to credit unions (18 per 
cent) and had mobilised SI,360,000 of local 
savings.

A second outstanding example of credit 
union development is the upsurge of growth 
in Jamaica beginning in 1972. Credit union 
savings increased by 363 per cent to
$44,000,000 between 1972 and 1978 during a 
time of national and international economic 
slowdown, currency devaluations and high 
inflation. Between December 1976 and 
December 1977 there was a net decrease of 
savings in other financial institutions of
JS19.9 million, while credit unions experi
enced a net increase of JS14 million.

With appropriate technical and financial 
inputs replication of these success stories 
throughout the Caribbean will be enhanced. 
Institutional development at the local, 
national and regional levels also will be
accelerated to facilitate an increase in ser\iees 
and more effective and efficient services to a 
wider Caribbean population.

* * *
The Caribbean Confederation of Credit 

Unions was organised in 1972 to co-ordinate 
promotion and organisation of credit unions 
throughout the Caribbean; to provide train
ing and education for credit union leaders 
and staff; to assist in developing financial 
management systems consistent with the 
purposes and philosophy of credit unions and 
national credit union leagues; to facilitate the 
co-ordination of technical assistance to the 
credit union movement; to become a regional 
credit union institution capable of providing 
technical and financial services to its member

*This paper was d is‘nbu ted  but nof presented ow ing to  lack o f  tim e .
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leagues; and finally to initiate and support the process of credit union financial and 
service self-sufficiency at the local, national 
and regional levels.

Since 1972 the Confederation has successfully implemented leadership training sessions 
concurrently with their annual general 
meetings. At CCCU’s request, the Jamaica 
and Trinidad and Tobago leagues have co
ordinated credit union promotion and 
leadership programmes and technical training 
programmes for the St Vincent and Belize 
Leagues and the Government of the 
Bahamas, Since 1973 CCCU has collected 
over US S60,000 in dues to help support their 
regional headquarters and implement leader
ship training.

Credit union membership in the Caribbean 
has grown at a compound annual growth 
rate of 14.6 per cent since the founding of the Confederation in 1972. The project will pro
vide the financial and technical assistance 
necessary to ensure accelerated growth in 
members and savings throughout the entire 
region. * * *

Credit unions constitute the largest sector 
of the co-operative movement within each of 
the thirteen CCCU affiliated territories. 
Credit unions are closely associated with 
consumer, housing, agriculture and marketing 
co-operatives, either as their financial arm or 
as the most accessible source of capital 
allowing members to participate effectively.

— In Jamaica the Credit Union League is 
involved in a low cost housing sites and 
services project; has financed a mortgage 
lending department and is collaborating 
with USAID and the Foundation for 
Co-operative Housing (FCH) in dis
bursing loan capital for new housing 
construction. The League Board of 
Directors promoted establishment of a 
national consumer co-operative, most 
of whose Board members are from the 
credit union movement.

— The Credit Union League of Guyana 
has assisted the Government in organ
ising a co-operative insurance programme. A League-initiated project 
feasibility study has established the basis 
for co-operative housing in Georgetown.

— The St Lucia Credit Unions capitalise 
Co-operative Fisheries Societies and 
consumer buying clubs.

— In St Vincent Marriacqua Credit Union 
provides member loans to finance

Banana Packing and Petrol Distribution Co-operatives. This co-operation has 
been successful and the co-operatives 
make use of the credit union as their main depository. A co-operative centre 
to house the offices of all three is now 
under construction.

— In Surinam the League acts as inter
mediary for HIVOS loans to consumer 
type co-operative buying groups and 
fishing co-operatives.

These are a few examples of how credit 
unions throughout the Caribbean collaborate 
with other co-operatives in rural and urban 
development projects. A most significant 
aspect of this type of co-operation is the 
leadership overlap from co-operative to co
operative. Training provided to a credit union committee member is training provided 
to an active member or leader in many other 
co-operative and community development 
organisations.

Eleven of the thirteen territories affiliated 
to the CCCU have laws governing co
operatives and credit unions. Ten have co
operative departments providing assistance 
in some or all of the following general 
services; promotion, auditing, management 
training, book keeping training, supervision, 
legal advice, delinquent loan collection.

The CCCU and its affiliates actively 
support and collaborate with the ILO/ 
DANIDA Regional Co-operativs Training 
Project. Credit Union Committee Members 
and Staff have attended Guyana’s Kuru- 
Kuru Co-operative College under the ILO/ 
DANIDA programme.

Caribbean Credit Union Institutions also 
foresee active collaboration in development 
projects with CARICOM and the Caribbean 
Development Bank (CDB). As CARICOM 
initiates its Co-operative Secretariat, CCCU, 
as the only Caribbean Region private sector 
co-operative institution, will make itself 
available for joint development efforts.

Informally credit unions have also had a 
lasting impact on the region by shattering the 
grip money lenders held on their prey. Even 
though “box money” is still a common 
practice and “Sou Sou” groups can still be 
found most everywhere, credit unions offer 
an increasingly attractive effective alternative.

Therefore, by developing the institutional 
and service capabilities of the credit union 
system throughout the Caribbean, services 
vital to meeting the critical needs of members 
will more effectively be provided.
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THE COLAC REGIONAL FINANCIAL SYSTEM
The COLAC co-operative financial system 

consists of a three-tier network: (a) 2,300 
co-operative savings and credit organisations 
that operate in local communities; (b) 18 
national federations and central savings and 
credit co-operatives, and (c) a Latin American 
Regional Co-operative Financial Institution: 
COLAC.
Local Co-operative Savings and Credit 
Co-operatives

At the local community level approxi
mately 2,500 credit unions provide basic 
financial services to more than 2 million 
individual co-operators. Approximately 40% 
of these members live in the rural areas of 
the various Latin American countries and 
have annual incomes ranging from S500 to 
$5,000 per year with the median income 
being around SI,500 per year.

Statistical data provided to COLAC by 
the national affiliated savings and credit 
co-operatives as of December 31, 1977
indicate that they have total assets of 3425.5 
million, loans outstanding of $337.6 million, 
membership savings and deposits of $320.9 
million and reserves of $23.6 million.

As a result of their agriculture production 
credit activities, rural savings and credit 
co-operatives in Latin American com
munities have in recent years become 
involved in providing members with farm 
supplies and the marketing of their members’ 
agricultural products. A few rural credit 
co-operatives have also actively participated 
in the organisation and financing of agro
industry projects that help their members to 
solve the marketing problems of their 
agricultural products and to get a greater 
share of the marketing profits that formerly 
accrued to the traditional middlemen and 
food processors.

In many rural communities of Latin 
America, the local savings and credit cooperative acts as the rural community bank. 
It mobilises local savings and recycles them 
back in the form of loans and investments 
that generally stimulate greater economic 
activities within the community and help 
members solve their own basic needs.

Latin American credit movements vary in

type, depending on the country. For example, 
the Savings and Credit co-operative move
ments of Brazil, Venezuela, Uraguay, 
Argentine, Panama, and to a lesser extent 
Colombia, are predominantly urban based 
with a high number of closed type credit 
co-operatives. On the other hand, the 
national co-operative credit movements of 
Guatemala, Honduras, Paraguay, Dominican 
Republic and Ecuador are, to a great extent, 
rural based.
National Federations and Central Savings and 
Credit Co-operatives

At the country level, the COLAC financial 
system has a total of 17 national federations 
and centrals at various stages of develop
ment, as follows: Bolivia, Brazil, Colombia, 
Costa Rica, Chile, El Salvador, Dominican 
Republic, Mexico, Nicaragua, Netherlands 
Antilles, Panama, Paraguao, Peru, Uruguay, 
Honduras, Guatemala and Ecuador.

All the COLAC affiliated national organ
isations are making major efforts to become 
primary co-operative financial organisations. 
With technical assistance from COLAC, 
several federations and centrals such as those 
of Guatemala, Bolivia, Colombia, Panania, 
and El Salvador have made significant 
progress in becoming recognised as effective 
financial intermediaries by government devel
opment banks and international development 
agencies.

Three National Federations, El Salvador, Bolivia and Colombia have been formally 
qualified to discount credit co-operative 
loan notes against special discount funds 
established in central banks for the purpose 
of stimulating food productions activities of 
small farmers and rural agro-industries.

To supplement borrowing from domestic 
sources or when loan funds are not available 
domestically, federations seek financing from 
their regional financial organisation: COLAC

To develop their equity base in order to 
have greater access to external financial 
resources, national federations and centrals 
have established a variety of capitalisation 
systems geared to mobilise anything from 
3 to 10% of their credit co-operative member
ship savings and deposits. Emphasis is

*This paper was d istribu ted  b u t n o t presented  ow ing to  lack o f  tim e.
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TABLE 1—Annual Lending Activities Period 1972 to 31/3/79 
(Expressed in US Dollars)

DESCRIPTION 1972 1973 1974 1975 1976 1977 1978
2 — 12 10Number of Loans made 2 5

Total Amount Authorized .......................... 280,000 583,741 2,412,282 — 1,860,000 7,505,000 3,280.280
Total Amount Disbursed during y ea r.. .. 280,000 583,741 738,636 — 1,330,343 3,314,042 2,850,656

presently being placed on the establishment 
of liquidity reserve systems that require all 
member credit co-operatives to invest at 
least 5 % of membership savings and deposits 
in the form of equity capital investments in 
their national federations and centrals. 
The basic idea is to give the national organis
ations a better equity portion to leverage 
external borrowing by a factor of at least
5 to 1.

Federations and Centrals are also deploy
ing a variety of financial systems and instruments designed to allow the movement rather 
than the established banking system to man
age its own liquidity. Examples of these are: 
Centralised checking accounts for member 
co-operatives, (b) time deposits, (c) invest
ment certificates, etc. The emphasis by 
federations and centrals on developing their 
finance function does not exclude the organ
isation and maintenance of other services 
needed by affiliated savings and credit co
operatives such as technical assistance, 
auditing, legal assistance, life savings and loans insurance, printing services, etc. In fact 
several federations whose credit co-operatives 
are heavily involved in agriculture production 
credit activities have in recent years organised 
farm supplies and marketing services for 
farmer co-operative members.

From the lending side of their operations. 
National Federations and Centrals provide 
loans to member organisations to meet their 
short-term liquidity needs to finance agri
culture production credit projects of co
operative members. Some federations lend 
for improvement of co-operative members’ 
homes and some have engaged in the financ
ing of small-scale housing development. 
However, these housing loan activities are 
generally small (S100,000 to 8300,000) In 
scale due to the large financial resources 
needed.

Some national federations such as those of 
Bolivia, Honduras and Guatemala have 
already engaged in lending to other co

operative organisations, following the 
Canadian pattern.

By the end of 30th June, 1980, CO LAC 
expects to have reached a loan portfolio of 
approximately US 520,000,000. With addi
tional external borrowing and increased 
equity investments by member organisations, 
COLAC expects to have reached an out
standing portfolio of approximately US S25 million by the end of June 1981.
Institutional Development of COLAC’s 
Member Organisations

Over the past 3 years, COLAC has been 
involved in an Intensive Institutional develop
ment programme with its member organ
isations to help them become effective and 
financially viable for their affiliated savings 
and credit co-operatives.

A second thrust of COLAC’s technical 
assistance programme has been directed 
towards helping its member national co
operative credit organisations to design and 
implement production credit programmes 
through their affiliated rural credit co
operatives. These production credit pro- 
granimes are designed to achieve a greater 
level of productivity on the part of the credit 
union member and increase his net income. 
The emphasis of these production credit 
programmes thus far has been concentrated 
on the production of basic grains, cash crops, 
livestock raising and to a lesser extent, the 
processing of these primary agriculture 
products.

To assist its member organisations in their 
long-range growth and development, COLAC 
initiated two years ago a special technical assistance activity to develop their long-range 
programme planning capabilities. Despite the 
relative newness of this technical assistance 
activity, its impact and the growth of the 
operation and services in COLAC’s member 
organisations are already very visible.

COLAC’s technical assistance capability 
was considerably enhanced as a result of a
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4-year SI million technical assistance pro
gramme agreed to with the Inter-American 
Development Bank in 1976 and a 3-year technical assistance contract with U.S. Agency 
for International Development, Through this 
programme, COLAC has been able to place 
and maintain resident technicians in 
Dominican Republic, Colombia, Bolivia, 
Costa Rica and until recently, Nicaragua, to 
assist the national federations to develop their 
co-operative financing facilities and pro
duction credit programmes.
COLAC—A Specialised Regional Financial 
Intermediary Institution

At the Latin American regional level, 
COLAC performs the role of a specialised 
co-operative regional financial intermediary 
and technical assistance organisation. To its 
member organisations, COLAC can at times 
be the primary lending source and, at other 
times, it is viewed as a lender of last resort 
depending on the availability of capital 
resources from domestic sources, the urgency 
of the loan demand and loan terms and 
conditions. In essence, it can be stated that 
COLAC performs the role of a regional 
co-operative development bank and at the 
same time a lender of last resort to its member 
organisations.

In the area of mobilising financial resources 
from international sources, COLAC plays a very important role for the Latin American 
co-operalivc movement in that it has been 
able effectively to obtain loans and capital 
assistance funds from a number of inter
national development banking agencies, 
bilateral development assistance programmes 
and international co-operative organisations 
that traditionally have been beyond the reach 
of individual national savings and credit 
organisations. The presentation of larger 
scale lending on a regional basis as opposed 
to small loans to individual national feder
ations appears to have great appeal to the 
international development agencies as well 
as the international co-operative institutions with which COLAC has been negotiating 
capital resources.

The fact that COLAC provides its member 
federations with technical assistance in such 
areas as: long-range planning, financial and credit administration and design of agri
culture production, credit programmes, 
management training and other areas is 
another feature of COLAC that is attractive 
to the international lending agencies because 
they do not have the staff resources nor the

institutional network to adequately service 
loans to a larger number of national feder
ations and individual co-operatives. These 
institutions prefer to work with a regional organisation such as COLAC, whose keen 
knowledge of the changing socio-economic 
monetary and political context of the various 
Latin American countries and proven exper
ience in operating a specialised regional 
lending programme guarantees the success of 
the lending operations.

Although the COLAC co-operati\e finan
cial system is still quite small in monetary 
terms when compared with the co-operative 
credit systems of North America, Europe, 
Japan, Australia and other countries, yet in 
terms of application of financial concepts the 
COLAC system is quite advanced and 
sophisticated.
COLAC Financial Structure

As a regional financial intermediary organ
isation, COLAC’s financial strategy is to 
leverage to the maximum extent possible the 
equity investments made in it by its member 
organisations. The extent to which COLAC 
can leverage its equity capital depends in 
great measure on; (I) its lending track- 
record; (2) the adequacy of its financial 
management; (3) the term structure of its 
loan-debt external borrowings; (4) the 
financial strength of its member organ
isation; and (5) the level of risk that lenders, 
are willing to take in their activities with 
COLAC.

To initiate the regional lending programme 
COLAC had to convince the international 
development lending agencies and other 
lending organisations to accept a debt equity 
ratio of as high as 20 to 1 with the future 
promise of an obligatory capitalisation 
system that would reduce this ratio over a 6 
to 7 year period to an 8 to I ratio. This 
proposal was accepted by the major inter
national development agencies, a fact that 
has allowed COLAC to evolve into a signi
ficant regional co-operative financial organ
isation in Latin America.

A characteristic of COLAC’s debt structure 
that is worthy of mention is the combination 
of low-cost long-term development loans with 
shorter and medium-term loans at or close to 
market rates. This feature of COLAC’s 
financial structure provides COLAC with a 
greater debt service capability on its short and 
medium-term loans and reduces the composite 
costs of capital resources, thus enabling it to 
generate sufficient margins to cover its loans
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TABLE 2—Principal COLAC Financial Indicators 
(Period Beginning July I, 1975 and Ending March 30, J979) 

(Figures expressed in US Dollars)

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year 
1974-75 1975-76 1976-77 1977-78 1978-79
Ending Ending Ending Ending Ending
30/6/75 30/6/76 30/6/77 30/6/78 31/3/'/9

INDICATOR

TOTAL ASSETS 1,825,257 2,128,433 4,537,111 6,628,063 12,663,831
Cash and Bank Deposits 34,390 250,362 388,678 784,857 2,482,995
Loans Outstanding 1,428,191 1,533,639 3,657,559 5,051,084 8,990,176
Other Assets 362,676 344,432 491,474 792,192 1,220,660
TOTAL LIABILITIES 900,571 762,611 3,068,739 5,116,775 10,974,321
Short Term Liabilities.. 236,127 210,665 334,562 125,649 513,488
Long Term Liabilities . . 664,444 551,946 2,734,177 4,991.126 10,460,833
NET WORTH 924,686 1,365,832 1,468,972 1,511,268 2,071,883
Accumulated Operating 

Surpluses or Losses 26,264 49,352 (147,825) (276,307) (382,372)
Total Income .. 582,187 626,936 418,801 782,445 639,206
Operating Income — 242,589 269,042 459,263 508,802
Budget Support T.A. 

Programme .. 395,317 384,347 129,559 323,182 130,404
Total Expenses. . 557,989 592,416 645,778 910,927 745,271
Financial C osts.. 40,525 58,902 57,913 144,998 119,030
Operating Costs 517,464 532,514 587,865 766,929 626,241
Net result end of Year. . +  24,198 + 35,520 (197,177) (128,482) (106,065)

administration costs and a part of the costs 
involved in providing technical assistance to 
its member organisations.

Regarding COLAC’s present capitalisation 
system, this comprises two types of equity 
investment requirements by member organ
isations: one capitalisation system is based on 
a statutory requirement that calls for an 
annual equity investment of $1,000 by all 
member organisations regardless of whether 
they are borrowing or non-borrowing mem
bers; the second requires that borrowing 
members make equity investments in COLAC 
in amounts equal to 4 per cent of the average 
quarterly balances of borrowing from 
COLAC.

While the present COLAC capitalisation 
systems are indeed a heavy demand on its 
borrowing member organisations, this 
capitalisation system was the very basis on 
which COLAC was able to attract approxi
mately US $15 million in capital resources on 
an extremely low equity base.

In the future, the aforementioned capital 
requirements will probably be adjusted to 
conform with COLAC’s growth plans and 
with the member organisations’ ability to 
continue to make capital investment in 
COLAC without seriously affecting their own 
financial stability and welfare.

Table 2 provides the reader with the 
principal COLAC financial indicators for the 
past 4 years.
COLAC Organisational Structure

COLAC has a Board of Directors com
prised of one board member from each of the 
18 member organisations. The Board meets 
ordinarily once a year and extraordinarily 
whenever the need arises. The Board is 
responsible for approving the operational 
policies of the Confederation, decides on membership applications, designates the 
General Manager and the comptroller of the 
Confederation, approves the annual operating 
and capital budgets and their corresponding
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working plans. The Board of Directors also 
designates COLAC’s Executive Committee 
that is comprised of 5 members from the 
Board of D rectors, including the president, 
the first vice-president and the secretary.

COLAC’s Executive Committee is responsible to the Board of Directors for 
reviewing the annual budgets prior to their 
presentation to the Board, for deciding on 
requests for disaffiliation, establishing interest 
lending rates, deciding on COLAC's credit 
and personnel policies and deciding on a 
number of other matters related to annual 
supporting dues, management reporting 
system, etc. Administravely, the operations of the Confederation are under the overall 
responsibility of COLAC’s General Manager.

At the present moment there are two 
functional Divisions that carry out the day- 
to-day operations: the Finance and the 
Technical Assistance Divisions. The Finance 
Division handles financial and credit adminis
tration functions, long-range financial pro
grammes, administration of contracts and 
agreements with international agencies. The 
Technical Assistance Division operates 
COLAC’s institutional development pro
grammes directed to its member organi
sations, federation management evaluations, 
technical assistance in the formulation of
5-year development plans and assistance in 
the formulation of loan requests to COLAC 
and project funding proposals.

In addition to the above operation units, 
COLAC has the following support units: (a) 
Resource mobilisation; (b) Information and 
Publications; and (c) General Adminis
trative Services,

An internal Loan Committee comprised of 
the General Manager and the managers of the 
Financial and Technical Assistance Divisions 
resolve loan applications submitted by 
member organisations.

In terms of personnel, the staff of the con
federation presently numbers 37 of which 20 
are management and technical personnel and 
17 are administrative support staff members.
COLAC’s Regional Lending Programme

COLAC lending philosophy at the moment 
is basically that of a development financial 
institution. Given the present stage of devel
opment of many of its members national 
federations and centrals and its intimate 
knowledge of their operations COLAC is 
willing to take greater risks in its lending 
activities than would a straightforward com
mercial lending institution.

To offset the higher risks it takes in its 
lending activities and to assist its member 
organisations in the design and imple
mentation of special agriculture production 
programmes and the formulation of loan projects, COLAC has seen it necessary to 
organise an effective technical assistance 
programme to develop the desired level of 
financial and credit administration capabil
ities in its member federations and centrals. 
This technical assistance programme is 
designed so that loan funds obtained from 
COLAC will be adequately managed.

Another feature of COLAC’s credit pro
gramme that is worthy of mention is the 
emphasis placed on financing projects that 
are production oriented. COLAC’s present 
credit policies call for 70 per cent of COLAC 
portfolio to be invested in production type 
projects. The underlying rationale behind this 
policy is twofold; (I) external financial 
resources brought into the COLAC System should be used for production purposes 
rather than lending activities that are con
sumption-oriented and which contribute to 
increased inflation; (2) to provide oppor
tunities to credit co-operative members to 
increase their annual net incomes and their 
ability to save.

In terms of the size of the loans that 
COLAC makes, these have gradually in
creased as COLAC has been able to 
obtain greater amounts of financial resources. 
At the present moment COLAC is con
sidering co-operative financing projects up to 
S2 million. As COLAC’s financial resources increase, its ability to respond to loan pro
jects of greater magnitude will also increase.

Another important feature of COLAC’s 
lending policies is a measure to diversify the 
risks in its loan portfolio by limiting the 
amount of funds that can be invested in one 
particular country. At present it can make 
loans in one particular country up to 20 per 
cent of its loan portfolio.

With regard to currency devaluation risks, 
these risks are assumed by the borrowing 
organisations. COLAC provides guidance to 
borrowers in suggesting ways to protect against possible monetary devaluation, such 
as: (a) the establishing of a special charge on 
loans to member co-operatives for the 
creation of a monetary devaluation reserve 
fund; (b) the accelerated payment of hard 
currency loans when monetary devaluations 
are imminent; and (c) delay in disbursement 
of loan funds until actual monetary devalu
ations occur.
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Presented by 
Floreal GORINI
General M anager
Institute Movilizador de Fondos Cooperativos (Argentina)

THE LATIN-AMERICAN BACKGROUND
As expressed by the theme of this 5th 

Conference, widespread changes are taking 
place in the world today in the economic, 
social and political fields as a result of con
tinued scientific and technological advances.

Changes and progress on the economic 
level have given rise to an unprecedented 
increase in the amalgamation of large 
enterprises. Recent studies estimate that 
some 300 multinational and transnational 
corporations control one-third of trans
actions in the market-economy sector. One of the characteristics of this process of 
amalgamation has been the enforced creation 
of a new international division of labour, in 
which the multinationals in particular have tended to transfer pollutive and labour- 
intensive industries to peripheral zones.

This process has also given rise to common 
markets which, today, are losing their 
original significance as they too become part 
of a fresh international division of labour.

However the process has been overtaken 
by different crises which have occurred since 
the end of the sixties: the 1971 dollar incon- 
vertability declaration, the 1973 oil crisis and 
the 1974-5 business recession, brought to 
light not only a serious cyclic recession— 
which many thought had passed—but also 
demonstrated how closely this was linked 
with a monetary, raw materials and energy 
crisis.

As has been pointed out by the UN study 
on multinationals, the enormous corpor
ations also seek a division of labour within 
their own branches, in the structure of their 
enterprises, i.e. they seek their own internal 
rationalisation. But this process is seldom 
consistent with national interests, even the 
interests of the corporations’ own countries, 
because they prefer to invest where con
ditions are more profitable, causing sub
sequent social and economic problems such as unemployment and competition between 
the large developed countries which generate 
crises in whole branches of production.

Technical and scientific progress has undoubtedly brought great benefits to man
kind, but defects in the economic structure 
have generated serious problems such as

shortages in energy, raw materials and food, 
environmental pollution and the destruction 
of nature, unused production capacity in 
enterprises still technically efficient, unem
ployment, inflation, etc. Increasing auto
mation, with the use of robots, paradoxically 
threatens to aggravate the situation.
Latin America

If the above gives rise to serious problems 
in the advanced countries, it reaches the 
borders of irrationality in the case of the 
more backward countries such as in Latin 
America: governments ruled by privileged 
minority interests, accede to the demands of 
international organisations and multi
nationals, and contract for a division of 
labour with no reciprocal benefits from 
advanced countries which follow protec
tionist policies, leaving whole branches of 
production in ruins and regional economies 
paralysed.

The Executive Secretary of the Economic 
Commission for Latin America, M. Enrique 
V. Iglesias, has written a paper entitled Latin 
America on the Doorstep o f the Eighties 
(published in the ECLA Review, December
1979) in which he points out that the con
tinent has had considerable growth but has 
become more vulnerable with increasing 
interdependence. He says; “ . . . increasing 
interdependence among world nations—a 
characteristic sign of the present times— 
means that nobody can escape from the 
effects of these changes, and certainly our 
region has experienced their impact par
ticularly strongly. Following the period of 
extraordinary prosperity and security in face 
of the future which began some thirty years 
ago, we have now entered a dangerous period 
in which feelings of instability and anxiety 
about the future prevail generally.”Like other analysts, Iglesias sensibly rejects 
the idea that everything can be explained by 
the rise in oil prices in 1973. He recalls the 
financial/monetary disorders at the end of the 
sixties which came to light in 1971 with 
Nixon’s declaration. Even at that time it was 
possible to diagnose the embryonic symptoms 
of the present inflation, and a decrease in
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growth rates was expected. Therefore the 
“oil trauma” was only the detonator. (It must 
be remembered that several studies showed 
that, in real terms, oil prices had decreased by 
almost half between 1950 and 1973.) It was part of what we now call “historical short
sightedness” about raw materials and the 
deterioration in trading conditions.

There has certainly been growth in the 
Latin American economy, as expressed in the 
following figures: the gross continental
product was US SI49,I05 million in 1960, 
while in 1979 it was US S429,495 million; the 
per capita figures for the same period were 
US S739 million and US SI,270 million. 
That is to say that during the 20-year period, 
the regional collective product almost trebled, 
exports increased and diversified, and the 
economy was better managed.

Yet this material progress was unable to 
resolve the more serious and acute of Latin America’s problems; unemployment, housing 
shortages, inflation, and especially the unjust 
distribution of wealth.

A recent ECLA study which analysed the 
situation in six countries containing 70 per 
cent of Latin America’s population and the 
same percentage of the gross product, points 
out that although the per capita income 
increased by 26 per cent in those countries 
during the 1960-70 period, only 10 per cent 
of that increase benefited those who were 
below the poverty line in I960, while 60 per 
cent of the increase was absorbed by the 
wealthier 20 per cent of the population. Thus, 
in absolute terms, 40 per cent of the popul
ation classed as poor in 1960, had raised their 
per capita income by US $20 by 1970.

1 n 1970, about 40 per cent of the population 
of Latin America (or 110 million individuals) 
suffered extremes of poverty, and almost half 
that number could be regarded as indigent. 
Therefore it is evident that, in addition to 
accelerating the rhythm of development in 
order to narrow the gap with the developed 
countries, a better distribution of income 
becomes imperative. This means that, from 
the point of view of national interests, it is 
necessary to achieve well-balanced develop
ment to ensure the benefits of progress for all social groups and all regions in each country.

As ECLA states, it will be necessary to 
diversify production, develop new markets, 
encourage regional trade and common markets, and lay down a code of behaviour 
for transnational enterprises in accordance 
with the needs of the region. This will require 
a certain amount of state planning, often

involving the co-operative movement which 
will require supportive legislation to facilitate its development, as well as governmental 
financial support.

But joint action within the region is not enough: it will also need the collaboration of 
the industrial countries, which send 40 per 
cent of their exports to the Third World. 
This is why Latin Americans are interested 
in the future and in a new international 
economic order to examine the problems of 
basic products, external financing, protec
tionism by industrial centres, and relations 
with the transnational enterprises.

Attention should be paid to restructuring 
the means of production in relation to the 
world economy, but without damage to the 
small- and medium-sized sectors: these could 
attain optimum size, equipment and rational
isation through creating co-operatives and 
encouraging their integration, to enable them successfully to face the competition of the 
large corporations.

If we accept the idea that the basis of all 
development is education, this must be one of 
the first tasks, and it will need the joint 
participation of State and co-operatives.
The Future—the Role of Co-operatives

It seems to us that the main problem for 
the present and the near future is to combine 
rapid technical and scientific progress with 
well-balanced national development, to meet 
the interests of the majority of the population 
and not of narrow local groups linked to the 
international financial ambit.

It is evident that one of the methods of 
achieving this is through co-operative devel
opment. This is not just a utopian ideal, when 
we bear in mind how co-operative activities have grown in Latin America notwithstanding 
the restrictions and handicaps they face, often 
as a result of State action. For example, in 
Argentina in 1977 there were 432 credit co
operatives and eight co-operative banks with 
a total of 460 local banks attended by
460,000 members; total capital was US S38 
million, combined deposits US S320 million 
and outstanding loans US $325 million; this 
business represented 5.5 per cent of the total 
financial activity of the country.Three years later, in September 1980, after 
the transformation of most credit co
operatives into co-operative banks, Argentina 
has 81 co-operative banks, 97 credit co
operatives, operating with 825 local banks used by 520,000 members; with capital 
US $427 million, deposits of US $3,418 mil
lion, and outstanding loans of US $3,247 mil
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lion, representing 8 per cent of the country’s 
financial activity. This growth has been 
accompanied by the integration at national 
level of the different branches of the co
operative movement, forming a suitable basis 
for operations in order to become one of the 
pillars of the equitable, dynamic and self- determined development needed by our 
countries.

However, one of the obstacles to greater 
co-operative development is the difficulty of 
assembling sufficient capital to enable co
operatives to undertake wider activities. We 
believe that the way out of this difficulty is to 
obtain the help of co-operative movements 
in the developed countries, which could at 
their own level provide technical and financial 
assistance for projects by our countries’ co
operative movements.

We think that one of the goals of this con
ference, called to meet the challenge presented 
to the co-operative system by the changes taking place in the world, should be to find 
ways of developing integration at the inter
national level as found in some European co-operative organisations.

We believe that co-operators, as expressed 
by the recent ICA Congress, are interested in 
supporting a development strategy to create 
a new International Economic Order which 
will bring about greater social participation 
and a just distribution of the fruits of labour 
and of technological and scientific progress. 
Co-operative integration at international 
level and mutual assistance are one of the 
means of achieving this objective and the 
only way to ensure a just and peaceful world.

Europe
Presented by 
J. TEICHERT 
Secretary G eneral
Association of Co-operative Savings and Credit Institutions of the EEC

There is one aspect common to all 
Europe’s co-operative credit institutions, and 
that is that they were energised into being at 
a time when people lived in abject poverty 
and the majority are now one hundred years 
old. Basically, they could be said to have 
taken root in rural areas to help the farming 
communities while those originating in towns 
and cities aimed to support craftsmen and 
small business people. In both cases, how
ever, the central concern lay in cushioning 
members against malpractices and usury by 
providing loan capital on acceptable terms.

Meanwhile, economic realities underwent 
a transformation. Small and medium-sized 
companies grew up in most villages in 
Europe which now constitute a proportion 
of the customer base in co-operative banks. 
Agriculture’s share is on the decline. The distinction between the rural and urban 
world is becoming steadily more blurred, a 
convergence that can best be illustrated by the 
growing number of workers, wage-earners 
and civil servants who have applied for membership in our co-operatives.

Co-operative credit institutions are built 
up as two or three-tier structures depending

on the size of the country concerned. In big 
countries, the pattern consists of local banks 
at the grass-roots, followed by regional banks 
and capped by an apex institution that 
functions on a nationwide basis. On the other 
hand, those in small countries operate simply 
through local banks and an apex institution. 
In most of the bigger countries, co-operative 
banking federations have been set up whose role consists in counselling and monitoring 
the commercial activities of the banks and 
defending their interests with the Authorities 
and the Government. The federation also 
accepts responsibility for staff training and 
the provision of other services.

At the national federation level, all co
operative credit institutions have pooled 
their interests inside the European Economic 
Community by forming the “Association of Co-operative Savings and Credit Institutions 
of the EEC”. As far as its purpose is con
cerned, this organisation differs from any 
other internationally in that its terms of 
reference extend beyond the fostering of 
contacts and discussion. The European 
Community threads together ten countries 
in Europe wiih a view to gradually establish
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ing a common economic area. Evaluated as a 
long-term project, this implies harmonising 
banking and tax legislation, customs regulations, etc. This in turn will necessitate a co
ordinated set of regulations to cover national 
provisions in the field of banking. In this 
alignment process, the Association’s domi
nant function lies in defending co-operative 
banking interests with the department under 
whose jurisdiction harmonisation falls. In all 
of this, what must be safeguarded are the 
basic principles and distinguishing features 
that hallmark co-operative banking, such as 
members’ joint and several liability and their 
involvement in the banks’ management. The 
crucial issue is to preserve the identity of the 
banks as private financial institutions in 
which shareholder participation is voluntary 
and free from Government interference. Those are the conditions under which co- 
operative-type banking can play its role to the 
full in a pluralist society based on economic 
freedom.

Another of the organisations’ functions is 
briefing members on the progress being made 
by co-operatives in each country, sponsoring 
exchange schemes for executives and cross- 
fertilising information on various sectors.

At what stage of development do co
operative credit institutions in Europe find 
themselves today? Our banks in every 
country in Europe have been able to report 
consistently increasing growth over the past 
ten years. There are now over 58,000 co
operative banks in operation whose combined membership totals an estimated 31 
million. Moreover, they are the largest single 
providers of loan capital for agriculture, 
small and medium-sized industries and 
private individuals. Recognition must also 
be given to the fact that two-thirds of
Europe’s wage-earners are employed in
small- and medium-scale ventures. A pro
portion of the wage-earning population are 
members of co-operatives, a segment that is 
seen to be reflecting a steady rate of growth. 
In the case of this latter category, co
operative banks take their deposits and are 
the finance houses through which they 
acquire accommodation. A further feature 
of our banks is that lending facilities are 
granted for the purchase of furniture,
television sets, cars and other consumer 
durables.

The fact that European economies are 
seen to be moving towards greater integra
tion and strengthening their commercial ties 
w'ith countries outside Europe, has meant

that small- and medium-sized concerns are 
becoming steadily more involved in direct 
import and export deals and in so doing are 
bypassing the large corporations. As a consequence of this development, we were 
obliged to offer our customers the appro
priate range of services in order to retain 
them and not lose them to the big commercial 
banks. Indeed, this was the consideration 
that prompted a number of co-operative 
banks in Europe to set up representative 
offices and subsidiaries in several parts of 
the globe.

A significant number of Europe’s co
operative banks have pooled their interests 
and opened banks that operate worldwide 
in order to finance foreign trade, this form 
of collaborative effort being identified as the 
most satisfactory for co-operative type banking.

The first joint venture pioneered by co
operatives came in 1973 with the establish
ment of the London-based “ London and 
Continental Bankers Ltd.” whose net assets 
in 1980 totalled USSI.I billion, and who 
managed to raise USSI.I bn for LCB share
holders on the Eurodollar market. The 
“Bank Europaischer Genossenschafts- 
banken”, founded in 1975, is predominantly 
involved in international financing, monetary 
dealings and trading in securities, and at the 
end of 1980 was known to have produced a 
balance sheet total of SwF. 505 million.

In 1976, six co-operative banks coalesced 
to open the UNICO Banking Group head
quartered in Amsterdam which today can 
boast of subsidiaries in New York, Hong 
Kong, the Cayman Islands, Chicago, Rio de 
Janeiro and Curacao. As a group, its key 
function consists in offering a counselling 
service to its partners on sharetaking in 
consortiums. By the end of 1979, the Group 
collectively was understood to be managing 
some 14 loans. Turnover in bond and share 
trading totalled DSS71.4 million and the 
volume of documentary credit was valued at 
USSl .4 million.

European co-operative banks are con
vinced that effective co-operation is the only 
avenue that will be conducive to their 
attaining an adequate level of development 
in order to be able to compete with the other 
commercial banks and defend their members’ 
interests. The structure on which co-opera
tives are based is unique at the present time 
and therefore ought to enable them to play a 
more dynamic role both socially and politi
cally in the coming years.
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International
Presented by 
J. NICHOLSON
President
World Council of Credit Unions

Much has transpired in the World Council 
spectrum since the meetings in Rio de 
Janeiro three years ago. It is always a 
meaningful and enjoyable experience to be in 
a position to document significant progress 
in an organisation’s growth. Several important 
changes have transpired which are worth 
noting.
Involvement

In 1977, the World Council was granted 
consultative status in the United Nations. 
This afforded the World Council the oppor
tunity to present a statement, “The Role of 
Savings and Credit Institutions in a new 
International Development Strategy”, at a 
special session of the UN General Assembly 
addressing economic issues (see below). 
Without its official status, WOCCU would 
have been denied the chance to demonstrate 
the value and the necessity of credit co
operatives in any economic and social 
development strategy.

In addition, during the past three years, 
the World Council has been actively involved 
in various projects administered or sponsored 
by UNESCO, FAO, and the United Nations Development Programme. One of the most 
significant acts of the World Council, was the 
co-sponsorship of the interlending study 
conducted by the Committee for the Pro
motion of Aid to Co-operatives (COPAC). 
This latter involvement has only just begun 
to bear fruit and, while tentative and 
exploratory, will eventually lead to excep
tional investments and interlending pro
grammes being conducted on a regular basis. 
Without question, this will be of great 
benefit to credit union movements of Third 
World Nations seeking to strengthen central 
financial systems.

It will be of further interest that the World 
Council of Credit Unions has been involved 
in a planning process which will not only 
increase WOCCU’s ability to serve the needs 
of its affiliates but will serve to amplify 
WOCCU’s role as the international voice of 
the credit union movement and credit union 
philosophy. The planning exercise, which 
began at the WOCCU Triennial Meeting in

Sydney, Australia, in May, 1979 will continue 
until the meeting to be held in Toronto, 
Canada in 1982.

Statistically, the three-year period (1977-
1980) provides an insight into various forces 
working within the credit union movement 
and providing its direction.

While no more countries have been admit
ted to the various regional organisations, there 
are developments in several national move
ments which indicate that new memberships 
will be forthcoming. In Asia, there are moves towards organisation of national associations 
of credit unions in Singapore, Malaysia, Sri 
Lanka, and Bangladesh. In the South Pacific, 
several island nations and territories are 
presently developing a co-operative con
federacy. Several African states have started 
league development, including The Gambia, 
Chad and Rwanda. And in the Caribbean, 
progress is being made to assist several 
islands to organise and maintain credit union 
operations. It is anticipated that within the 
next three years, there will be as many as 10 
new WOCCU affiliates and two new con
federations.

In many nations, for the sake of either 
efliciency or salvation, many smaller credit 
unions are joining forces and creating com
mon bonds to continue to serve members. 
Thus a seeming stability in active units 
actually reflects an internal dynamics which 
is difficult if not impossible to document were 
it not for field reports. While WOCCU does 
not openly endorse blanket mergers, for fear 
of the loss of autonomy by credit unions 
integral to individual community develop
ment, there are occasions when the survival 
of credit union services makes such marriages 
of management and memberships essential.

Membership:
1977 50.5 million
1978 56.2 million
1979 60.1 million

This is generally regarded as the most 
significant figure relative to credit union 
development. It is a tangible reflection of 
growth patterns, unaffected by amalgam
ations or by inflation. The 20 per cent growth
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ratio in three years is valuable in its context 
of promotion of co-operative thrift and credit 
among WOCCU affiliates. Within those 67 nations and 44,000 credit unions, the word is 
reaching members of the communities and 
generating excellent responses.
Shares, Loans, Assets

Shares:
1977 US $64.3 billion
1978 US S73.3 „
1979 US $80.7 „

Loans:
1977 US .S54.4 „
1978 US S67.3 „
1979 US S73.5 „

Assets:
1977 US S72.7 „
1978 US S85.2 „
1979 US S92.7 „

Because of the inflationary spirals which 
have caught up every national economy, it is 
difficult to assess the actual worth or real 
increases of WOCCU affiliates’ assets, loans 
and shares. Shares may have grown 31 per 
cent, loans 37 per cent and assets 27 per cent 
while the currencies have been grossly 
devalued. However, each of the figures’ 
advancements can in no fashion indicate a 
static environment or a down-curve. WOCCU 
believes these figures represent a condition of 
worldwide credit union economic constancy.

Shares are still being saved, loans granted 
and collected, and assets assembled. Pro
ductive, providential and consumer loans are 
being granted with regular frequency, and 
member satisfaction and education continue.

The affiliates of the World Council have not 
slowed in their attempts to bring accessible 
credit and savings security to as many people 
who wish to study, to be committed to, and 
be willing to serve the credit union idea.
Recommendations contained in the WOCCU 
Statement to the UN

The World Council of Credit Unions, serving almost 50,000 savings and Credit 
Co-operatives, encourages the United Nations 
to increase its reliance upon the co-operative 
sector in its economic development strategies, 
especially in the developing regions of the 
world. Transformation of economies through 
co-operative development, which offers real 
hope for a more equitable order, is a slow, 
evolutionary process that simultaneously 
develops people and builds institutions.

The International Co-operative Alliance, 
of which the World Council of Credit Unions 
is a member, has put forward a number of 
recommendations for consideration by the 
Delegates to this Ilth  Special Session;

1. As part of the United Nations 
development strategy for the 1980s, 
the International Co-operative Alliance 
recommends that the United Nations 
sponsor a series o f meetings to familiarise 
governments and people with the 
benefits of co-operative enterprise; and 
that the United Nations regional economic 
commissions sponsor regional conferences 
on co-operative enterprise within the 
coming year.

2. Following the completion of these regional conferences, the International 
Co-operative Alliance recommends that 
a world conference on co-operative 
development he assembled, with a pro
gramme for action to stimulate further 
growth o f co-operative enterprise as part 
o f the New Internationa! Economic 
Order.

3. To implement the above, and to serve 
as a focal point for co-operative devel
opment within the United Nations and 
its specialised agencies, the International 
Co-operative Alliance recommends that 
the Secretary General o f the United 
Nations establish an Office o f Co
operative Development in an appropriate 
division of the Secretariat of the United 
Nations Capital Development Pro
gramme.

In addition to the above recommendations, 
the World Council of Credit Unions recom
mends that the UN Genera! Assembly, through 
the Economic and Social Council, acquire 
knowledge o f the experience and usage o f co
operative financial institutions in national 
development. This will assist the United 
Nations in identifying co-operative institu
tions and systems that can be an integral 
part of economic development action plans.

The World Council of Credit Unions, on 
behalf of sixty million credit union members 
in 69 countries, is pleased to be associated 
with the United Nations as a non- 
Governmental Organisation in consultative 
status with the Economic and Social Council 
and the Food and Agriculture Organisation. 
We stand ready to assist and support efforts 
of mutual concern.
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Presented by 
W. SCHIFFGEN 
General Secretary
International Raiffeisen Union (IRU)

“To show their respect and gratitude 
towards Friedrich Wilhelm Raiffeisen” , the 
International Raiffeisen Union was founded 
by the co-operative organisations of 10 
European countries on 30 March 1968, Ihe 
150th anniversary of his birth. In July of the 
same year, it was solemnly proclaimed on the 
occasion of the Raiffeisen World Congress, 
in the presence of more than 5,000 members 
of co-operative societies from 71 countries. 
During the past 13 years, other co-operative 
organisations practising Raiffeisen’s ideas all over the world, have joined the Inter
national Raiffeisen Union, which today has 
48 co-operative organisations as full members 
and 13 sponsoring members in a total of 32 
countries.

The International Raiffeisen Union is a 
voluntary association of national co-opera- 
tive organisations whose aim is to work for 
Raiffeisen’s co-operative ideas. Natural per
sons and legal entities in sympathy with these 
ideas can join the Union as sponsoring 
members. National co-operative organis
ations should see in the International 
Raiffeisen Union, a place of meeting and 
joint aspirations, an opportunity for the 
exchange of views and experiences, and a 
source of solidarity.

The International Raiffeisen Union con
siders that a constant exchange of views and 
experiences between its member organisations 
is an important means of achieving its 
objectives. To this end, the IRU Secretariat 
in Bonn (FRG) has created a documentation 
centre, where all necessary information can 
be found concerning the various organisa
tions, and the size and activities of the 
Raiffeisen movements in the various member- 
countries. RAIFFEISEN-INFORMATION, 
published twice a year, serves the same 
purpose of mutual exchange of experience 
between the member organisations.

The International Raiffeisen Union co
ordinates its activities with those of other 
international organisations and institutions. 
In this respect we have an agreement with the 
Food and Agriculture Organisation of the 
UN, which has assigned liaison status to the 
IRU.

Among its other activities, the Inter
national Raiffeisen Union contributes to

various forms of development assistance, 
such as the sponsoring of a seminar for 
Turkish co-operative cadres in Ankara, and a 
promotional seminar for the directors of 
credit co-operatives in Santander (Spain). 
The IRU also wishes to take an active part in 
international conferences, seminars and 
symposiums, to provide a channel for the 
recruitment of experts for co-operative 
promotion programmes, and to act in an 
advisory capacity on such projects.

The International Raiffeisen Union has 
considerable technical know-how at its disposal, but only limited financial means. 
Its members all over the world have the 
object of service, not of making profits, so 
also have limited financial means. The Inter
national Raiffeisen Union recognises these 
limitations and has drawn up its programme 
of activities within them, while still remaining 
true to its main objectives.
Some notes on the Raiffeisen Movement in 
the FRG

Germany was of course the birthplace of 
Friedrich Wilhelm Raiffeisen in 1838 and 
the place where he began his credit cooperatives.

Right from the beginning the activities 
of the Raiffeisen credit co-operatives were 
linked with those of the agricultural com
modity and marketing co-operatives. Thus a 
type of co-operative was born which has 
proved highly successful, and is still of the 
utmost importance for the Raiffeisen move
ment in promoting co-operative institutions 
in Third World countries, that is, a multi
purpose co-operative combining banking 
with marketing business.

A three-level structure—local, regional and 
national—was found essential for the devel
opment of the primary co-operatives; it means that local credit co-operatives can be 
financed by the regional level Central Co
operative Banks, and these in turn by the 
National Central Bank, the German Co
operative Bank in Frankfurt, which not only 
finances all co-operative operations in the Fed
eral Republic—consumers, housing, industry 
and agriculture—but is also active as an in
ternational commercial bank and represented 
in several places around the world.
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In the marketing section, which includes 
all agricultural products “from wine to 
swine”, a similar structure exists. On the 
whole, it is this link-up system which gave the rural and small-scale industrial co
operatives in Germany such a strong position 
in the economy.In 1972 the RailTeisen (rural) and the Schulze-Delitzsch (urban) co-operative or
ganisations merged, and they are now under 
a common roof, the German Co-operative 
and Raiffeisen Association, located in Bonn, 

Today there are 4,500 local credit co
operatives, 80% of which are still multi
purpose, with 19,500 branch offices, and 
having—together with the central banks—

a total balance of DM 350 billion. Long
term loans amount to DM 90 billion, and 
short-term credit to farmers, artisans and the 
rural and urban population amount to 
DM 70 billion.

So far as the marketing section is con
cerned 54% of the agricultural market is 
handled by 8,000 marketing co-operatives.Full autonomy of all co-operative units is 
regarded as of the utmost importance. 
Auditing is carried out by the co-operative 
unions.

Raiffeisen told us that we should help 
ourselves; we think that, today, he would 
have added: “and help others that they may 
also be abk to help themselves”.

2, Thrift and Credit Co-operatives confronted with the Needs of the Underprivileged
Presented by 
S. G. MADIMAN
Senior Officer, Agricultural Banicing & Credit G roup 
FAO

CREDIT CO-OPERATIVES FOR THE UNDERPRIVILEGED: POTENTIAL AND STRATEGIES*
1. Historical Time-Frame

Much of the loose talk in international 
fora about the so-called failure of co-opera
tives is often a result of either ignorance 
or deliberate ideological predilection. What
ever the cause, there is in many developing 
countries an unfortunate trend towards 
curtailing the role ascribed to co-operatives 
in development strategies. Co-operatives are 
on the defensive—if not on the retreat. The 
participants in this Conference should con
sider whether the time has not come for 
making this Conference a turning point and 
putting co-operatives on the front line and in 
the vanguard of economic development. Ignorance must be dispelled through the 
dissemination of facts. Ideological attacks must be repelled through concrete political 
and group action. It is for consideration

whether this should be the main task before 
the Conference.The FAO-sponsored World Conference on 
Agrarian Reform and Rural Development 
(Rome, July 1979) gave the prime place to 
co-operatives by its emphasis on popular 
participation in rural development. But 
popular participation will remain a meaning
less slogan unless co-operators shed their 
diffidence and adopt a more aggressive long
term strategy and seek the involvement of the 
rural poor in co-operative as well as economic 
development; otherwise the rural poor will 
be victims of the absolutist ideologies oriented towards chauvinism or quasi-religious 
bigotry.

This Conference could consider making a 
frank and honest appraisal of the limitations 
and inadequacies of co-operatives and should

*The views expressed in th is paper are  n o t necessarily those o f  F A O .
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Table 1
Rural Socio-Economic Structure in a Densely Populated Country with Inadequate Rate of

Industrialisation

Decile groups classified 
according to size o f annual Group

Extent o f difficulties 
experienced by co-operatives 

in servicing this group
Top decile (10%)
Highest three deciles (30%)

Next four deciles (40%)

Bottom three deciles (30%)
(a) 8th decile

(b) 9th decile

(c) 10th decile

Big
Large

Medium

10%'|h o ;

40%

Small (sub-marginal)
Presently sub
marginal, but 
potentially viable 
(10%)

Presently sub
marginal but can 
be made viable 
with additional 
employment 
opportunities in 
non-agricultural 
rural sector (10%)

N on-viable—sub
marginal (10%)

30%

Easy
Requires little effort; 
problems internal to the 
co-operative structure 
need solution

Requires reorientation of 
functioning, reformul
ation of policies, pro
cedures and working rules

Support from state and 
central bank essentialRequires structural re
organisation; strenuous 
efforts needed; some 
problems external to the 
co-operative system need 
solution

Very difficult—needs 
innovative efforts—■ 
external constraints 
require state measures

Virtually impossible with
out changes in production 
structure and supporting 
services structure

boldly come out to provide a broad con
ceptual frame to assist developing countries 
in evolving a long-term strategy for co
operative development. Some of the issues 
involved are listed in this paper.
2. Limitations

When co-operatives fail, one has to admit the failure and honestly find the reasons for 
it. In many developing countries, co
operatives have failed in the areas dominated 
by landlord-moneylenders; they have admir
ably succeeded in the peasant proprietorship 
areas. The failure in the earlier-mentioned

areas is a result of adverse tenure and pro
duction structures: there is no point in 
ascribing the failure of co-operatives to bad 
management or inadequate training facilities.

Co-operatives have failed in areas where 
the supporting services structure and the 
complementary rural institutional infra
structure (input supply, marketing, local 
government, extension machinery) are dom
inated by the rural rich—e.g. in many Latin 
American countries, where less than five per 
cent of the families own more than 70 per 
cent of the land. This has happened in spite 
of highly subsidised central bank redis
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counting facilities. It is not the subsidised 
interest rates but the entire rural institutional 
structure which is the cause of co-operative 
failure.

Vacillation in government policies regarding terms of trade for agriculture, abrupt 
changes in policies regarding subsidies and 
exports, and excessive domination over co
operatives by government bureaucrats, have also been important factors responsible for 
the inadequacies of co-operatives in many 
African and Near Eastern countries.

State financial policies and central bank 
credit policies have been in some countries 
more favourable to financial agencies which 
actually compete with the co-operatives. In 
many countries, these policies are often 
regressive on marketing and processing co
operatives, whose success is a pre-condition 
for the progress of credit co-operatives. Thus 
in some countries where credit co-operatives 
have made remarkable progress in deposit 
mobilisation, they are faced with the problem 
of profitable utilisation of deposit resources, 
and are forced to lend to low-priority urban 
sector enterprises rather than high-priority 
rural development activities.

Changes in government policies regarding 
the size, functioning, jurisdiction and nature 
of vertical and horizontal integration of co
operatives, particularly when introduced 
without prior and adequate consultation, 
often adversely affect the performance of co
operatives. Also, it is not rare for co
operatives suddenly to find themselves landed 
with tasks, responsibilities and functions that 
they are either unable to undertake or are not 
adequately prepared for undertaking, in 
terms of personnel, finance and organisational 
structure. Further, the method of uniform 
and inflexible national blueprints is often 
inappropriate for co-operative development 
which is only possible in the context of decentralisation and flexible implementation 
to suit local conditions.

Broadly speaking, co-operatives are poten
tially capable of serving the needs of the big 
and medium cultivators without radical 
changes in structure, organisation and 
functions. Such of the small cultivators as are 
viable can also be served in the normal way. 
But a great deal of innovation and adaptation becomes necessary if the co-operatives have 
to tackle the problem of sub-marginal farmers; sub-marginal farmers can be 
divided into three categories:

(a) Presently sub-marginal but potentially 
viable;

(b) Presently sub-marginal but can be made 
viable provided alternative employ
ment opportunities are provided in the rural sector;

(c) Sub-marginal and non-viable and can
not possibly be served by co-operatives 
except with radical transformation of 
the entire society.

A hypothetical example will serve to 
illustrate the broad dimensions of the prob
lem in a country without excessive concen
tration of land ownership (as in Latin 
America) and with a reasonable degree of 
monetisation and commercialisation of the 
economy (unlike some areas of Africa). (See 
Table I previous page).

In countries where after decades of co
operative eff'ort even the well-to-do farmers 
are outside the co-operative fold, there is a 
prima facie case for ascribing the reasons for 
the failure to the structure, organisation or 
functioning of the co-operatives themselves. 
In countries where co-operatives have already been able to meet to a substantial extent the 
credit needs of the large and medium farmers, 
the need is obviously for innovating new 
types of development strategies.

At international level, there is a general 
consensus that co-operative potential is 
much greater than the achievements of co
operatives so far, even within the pervasive 
influence of external limitations discussed 
before. To be able to formulate an effective 
long-term strategy for co-operative develop
ment, each country must, however, define 
these potentialities in concrete terms and in a 
manner suitable for local conditions. In this 
paper, which deals with global-level issues, it is only possible to outline the broad contours 
of the relevant aspects.
3. Strategy: Some Issues

In terms of potentialities, given the external 
limitations, co-operatives should be able to 
meet most of the production credit needs of 
large and medium farmers and a substantial 
portion of the needs of those sub-marginal 
farmers who are potentially viable. If proper 
structural and organisational changes are 
made in the co-operative structure, they 
should be able to meet even a part of the 
credit needs of those sub-marginal farmers who can become viable with additional 
employment facilities in the non-agricultural 
rural sector. If attempts at removing internal 
limitations are synchronised with those at 
removing external constraints, co-operatives 
should be able to provide a viable alternative

140



Schematic Description of Measures for Removing Constraints
Table 2

Dimension
Monetary

Banking

Management

Structural

Institutional

Types o f measures
Interest rates on deposits, loans 
and rediscounts

Central bank support and its 
commitment to promote co
operatives

Creation of a cadre of trained 
personnel

Vertical integration within the 
co-operative structure 

Horizontal integration within the 
co-operative structure 

Procedures and rules: reorientation
Relationship between the state and 
co-operatives

Relationship between co-operatives 
and individuals

Objectives
To attract savings and reduce 
dependence on the state exchequer

Financial assistance and financial 
discipline

For efficient management of banks 
and effective deployment of funds 
and proper supervision over 
utilisation of funds

To improve linkages between apex 
and primary level institutions 

To achieve balanced growth and 
economies of scale 

To ensure equity and efficiency

■To ensure popular participation

to the institution of a laissez-faire economy.
Removal of existing constraints involves 

simultaneous measures in five separate but 
inter-related dimensions. These are shown 
schematically in Table 2.
4. Undesirable Approaches

Co-operatives may need to consider 
rejecting those approaches which have proved 
to be not so fruitful in the past, before con
sidering innovations. An illustrative list of 
these approaches is attempted below.

(a) Trickle-down approach to co-operative 
development: the view that once co-operatives 
gather strength by serving big farmers they 
will eventually be able to serve the under
privileged has been found to be unrealistic.

(b) Meeting the basic needs o f the poor: the 
approach involving concentration of efl'orts 
in defined areas through a project approach at developing a credit delivery system to the 
rural poor, has also been found to be un
fruitful.

(c) Monetary school approach: policies 
narrowly aimed at increasing interest rate

levels to attract savings have not proved 
effective; neither a credit delivery system nor 
savings mobilisation per se can be goals for 
co-operative development.

(d) Banking approach: policies narrowly 
aimed at pumping in subsidised credit through 
concessionary rediscount facilities from the 
central bank or through the state exchequer 
or, for that matter, attempts at delivering 
credit through commercial bank offices and 
then through primary co-operative units at 
the village level, have also proved to be 
ineffective.

(e) Managetnent approach: programmes 
narrowly aimed at increasing the manage
ment efficiency of co-operatives or those 
implicitly based on handing over co-operative 
management to charismatic leaders, with 
excessive emphasis on training aspects, have 
also failed.

(f) Structural reorganisation: measures
narrowly aimed at reorganising the co
operative unit either at the superstructure- 
apex level or, conversely, at revitalising the 
primary societies by merely tinkering with the
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size, functions and jurisdiction of the primary 
units, have also not been successful.

(g) Bottoms-up approach, or programmes 
based on a simplistic concept of “popular 
participation”, with implied thrust against 
any sort of state support to co-operatives, have achieved very little results in many 
countries.

(h) Processing co-operatives as the leading 
edge: measures aimed at developing pro
cessing co-operatives through emphasis on 
marketing and processing have only benefited 
the big and the middle group; benefits to the 
rural poor have been minimal.

(i) Credit co-operatives as the leading edge 
for co-operative development: the uneven 
achievements of the “integrated schemes for 
rural credit” and their variations, clearly 
indicate that credit co-operatives by them
selves cannot achieve the objective of organ
ising the rural poor into a purposive system.

A critical review of efforts in different parts 
of the world reveals that none of these 
approaches singly have achieved the expected 
results.

5. Institutional Approach to Co-operative
Development

The main goal of the institutional approach, 
if adopted, would have to be to;

(a) facilitate organisation of the under
privileged into a purposive system;

(b) increase the bargaining power of the 
poor in their (market) transactions with other 
sections of the economy;

(c) provide “security of expectation” for 
the underprivileged so as to encourage them 
to invest their abundant labour and limited 
financial resources in more productive 
enterprises;

(d) ensure that co-operatives are “going 
concerns”—i.e. financially viable—through 
a judicious interplay of institutional checks 
and balances;

(e) accelerate the transformation of the 
social structure into a more just institutional 
pattern in which: (i) the emphasis is on re
distribution of opportunities rather than on 
redistribution of product or income; (ii) there 
is “willing participation” of individuals in 
collective action; (iii) the working rules are honoured by the individual participants; (iv) 
the strategic rules are enforced by the state 
in an impartial but just manner, with mini
mum use of “coercive power” but wider 
recourse to directive or regulatory authority, 
specifically aimed at widening the field of 
discretionary action for the individual within 
the framework of public purpose.

The institutional approach, as defined 
above and as evolved in practice by eminent 
thinkers and social innovators (e.g. Professor 
J. R. Commons of USA and Professor D. R. 
Gadgil of India), does provide an alternative 
to the equilibrium or laissez-faire approach on the one hand and dialectical materialism 
on the other. How far, and to what extent, 
the institutional approach is relevant to a 
given situation in a specific country is a 
matter for the co-operatives of that country 
to decide. Such an approach would definitely 
imply a careful and detailed review of legal, 
judicial and executive institutions connected 
with co-operatives. Furthermore, the dicho
tomy between the funds made available by 
the central bank, and the technical services 
provided by semi-autonomous state units, 
would have to be effectively removed so as 
to present a single flexible package of facilities 
and services for ensuring the organisation of 
the rural poor.

In developing countries, with pluralistic 
types of political structure and a mixed type 
of economy, the time is fast approaching 
when a decision regarding the type of ap
proach is a precondition for preventing the 
country from going beyond the point of 
no return. Procrastination, drift, vacillation 
or preoccupation with peripheral details on 
the part of the co-operative leaders is hardly 
rational in such a situation.
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Presented by 
D. S. R A J 
Regional D irector,
IL O , New Delhi
THE ROLE AND ACTIVITIES OF THRIFT AND CREDIT CO-OPERATIVES IN PROVIDING EMPLOYMENT*

If we go back to the origins of thrift and 
credit co-operatives which were founded in 
general to help the underprivileged sectors, 
we will find that their main objective was not 
the direct or indirect creation of employment 
for their members. Their promoters’ initial aim 
was to combat usury. The first association 
organised by Raiffeisen in 1854 was for the 
purpose of lending money to peasants to 
enable them to buy cattle on credit at a time 
when, in a country ravaged by famine, they 
were obliged to pay exorbitant rates of interest. 
Likewise it was the suffering caused by usurers 
in Quebec which, in 1900, gave Desjardins the 
idea of founding the first co-operative thrift 
and credit organisation in North America, the 
famous Caisse Populaire de Levis. Identical 
reasons led the British authorities to make an 
initial attempt in India in 1884, under the 
government of Lord Ripon, to organise a so- 
called co-operative credit system. This project 
failed but was taken up again in 1895.

In many countries thrift and credit co-opera
tives* have been in existence for more than a 
century. This period is sufficiently long to 
enable us to judge whether, in addition to their 
original objectives, they have proved effective 
in the direct or indirect creation of employment, in particular for the most under
privileged sectors which need it.
Direct Contribution to Employment

It is not possible really to answer this 
<]uestion in the affirmative. As with many 
other aspects of co-operative activity, there 
is a frustrating lack of statistics on the subject. 
But the data available give a general idea of the 
role of thrift and credit co-operatives in the 
direct creation of employment.

For example, in June 1978 the total staff of 
the 143,624 Indian co-operative credit estab
lishments at all levels for which data were 
available, amounted to 201,931; in France in 
the same year, the group formed by the 37

people’s banks employed in their 1,740 
agencies, their Syndicate Chamber and their 
Central Bank, a total of 23,600 persons; 
the French Credit Mutue! (3,071 local banks, 
20 regional federations and federal banks, a 
national confederation and a central bank) 
employed 13,300; the CrMit Agricole em
ployed 64,000 persons, but this figure also 
included other than thrift and credit functions; 
the 45 thrift and credit co-operatives in the 
State of Rio Grande do Sul in Brazil employed 
97 persons in 1979; and in Curacao 27 piersons 
served 13 of the 32 credit unions existing in
1980, but all but one worked in the same union.

These figures are significant. Although their 
implications are limited, the general averages 
illustrate that any one thrift and credit 
co-operative considered as a “business under
taking" provides only a very small number of 
jobs, except for the higher level organisations. 
This fact is not peculiar to co-operative 
establishments^; until the 1960s it also applied 
elsewhere, but there has since been an evolut
ionary change. Thus it is estimated that, in 
France, the total number of employees in the 
financial sector (banks, insurance, stock 
exchanges, and financial advisory institutions 
of all kinds) has doubled in 20 years as a result of the very considerable increase in the 
total number of cheques and policies in 
circulation. In other countries, developing and 
developed, this increase has been still greater. 
But if this trend continues, the number of 
jobs provided by this sector will not necessarily 
also increase, since it occurs precisely in those 
countries which are increasingly turning to 
electronic data-processing: such for instance 
is the case with the Curacao credit unions 
already mentioned. In any event it is obvious 
that, with few exceptions, such employment 
as may be offered by thrift and credit co-opera
tives which develop and multiply their activi
ties will not be available to the most under
privileged sector.

•P a p e r  p repared  by R . Louis, IL O , G eneva.
1 We are ta lk ing  here o f  th rift and  credit co-operatives as such; m any m ulti-purpose co-operatives have a th rift and  

cred it section, which represent a different case.
2 The cu rren t practice o f  en trusting  the m anagem ent o f  small th rift and  credit co-operatives to  a voluntary  adm inis

tra to r  -  in true co-operative sp irit -  naturally  limits the jobs available, even part-tim e, b u t to  use paid staff w ould in
crease the cost o f  the ir services to  the ir m em bers.
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Indirect Contribution to Employment
We also lack data regarding the role played 

by thrift and credit co-operatives in the in
direct creation of jobs through credit granted 
to other undertakings, whether co-operative 
or not. This is a subject on which financial 
establishments in general have little to say, 
but it is to be hoped that co-operatives, with their special nature and different objectives, 
will lift the “veil of secrecy" and take the 
measures necessary to inform themselves and 
others on this specific contribution they make 
to the economy. Be that as it may, the situation 
varies considerably, depending on the stage 
reached by a country's economy, the level of 
education of its people and the development 
plans of its government, as well as other 
factors.

Omitting the case of thrift and credit co
operatives which act mainly as channels for 
governmental or other types of credit, they can be divided into two types as far as indirect 
provision of employment is concerned.

I. The first is illustrated by the Desjardins 
Co-operative movement of Quebec, one of 
the few in recent years to give precise details 
from which it is possible to form some idea 
of the role played by its affiliated banks in the 
indirect creation of employment. Thus we 
know from a special issue of Ensemble 
(published by the Quebec Co-operative 
Council) which appeared on 3rd October 1980, 
that as at 31st December 1979 the firms as
sociated with its investment company had 
created 8,737 full-time jobs, of which 7,689 were within the 48 municipalities of Quebec 
Province. An earlier issue of the same publication (dated 25th April 1980)also indicated that 
the 1.060,000 loans outstanding at 31st 
December 1979, amounting to a total of 7.5 
billion Canadian dollars, were distributed as 
follows;

—housing credit (purchase or restoration) 
...........4.4. billion 58%

—advances to individuals or families for 
family expenses: education, funding of 
debts, savings and purchase of cars or 
other consumer goods 
...........2.0 billion 26.6%

-assistance to agricultural, commercial, 
industrial or co-operative undertakings...........0.966 billion 13 % app.

Total deposits received were 8.9 billion, repre

senting 88% of the Balance Sheet liabilities, 
and total capital amounted to 545 million 
(5.3 % of the Balance Sheet).

While these figures do not occur in the same 
proportions in other thrift and credit movements belonging to this first type, this distribut
ion of support funds in favour of building and 
and consumption’, because it corresponds to 
requests from members, cannot lead even 
indirectly to the creation of many jobs for the 
underprivileged sectors even though it may 
induce a few, often outside the co-operative 
movement. The authorities of the Desjardins 
Movement make every effort to increase the 
percentage of credit granted by their banks to 
business concerns (especially in agriculture).

This model can also be found in developing 
countries. Thus in COLOMBIA the loans 
granted by all co-operatives to their members 
totalled close on 2,682 million pesos in 1977 ,̂ 
of which thrift and credit co-operatives had 
granted 1,747 million pesos (65.15% of the 
total), mainly to meet consumption and hous
ing expenses. The same source also stresses 
that to these figures should be added loans 
made by housing co-operatives which, al
though classified separately, are in reality 
thrift and credit co-operatives, although their 
activities cover a smaller field (8 million pesos 
lent in 1977). In LIBERIA in 1979 there were 
26 credit unions, of which 3 were in liquidation 
and 7 inactive. The activities of the others -  
not confined solely to towns and industrial 
centres -  comprised essentially the financing 
of purchases (mainly in bulk) of food products 
(rice, dairy products, etc.) and building mater
ials.

2. On the other hand, in RWANDA at the 
end of December 1976, half the number of 
loans granted by the 11 people's banks then 
operating concerned the private housing 
sector, but these only represented 23 % of the 
total amount of loans, the rest being divided 
as follows: finance for the acquisition of 
vehicles and fitting out of business premises, 
mainly for shopkeepers (32%); storing and 
marketing of agricultural products (30% of 
which 17% for coffee); improvement of 
agricultural production (9%); and promotion 
of handicrafts (6 %). There are other examples 
of thrift and credit co-operatives which 
distribute their loans differently from the 
first model, although here also the “fallout” 
in the form of net creation of jobs remains

^T hc -sliare o f  the C P D  Banks was 25%  o f  consum ption  loans and  28%  o f  housing loans granted  fo r the whole o f  
Quebec.

•^.Survey o f  C o-operation  and  o ther socio-econom ic and social-interest undertak ings in C olom bia, Bogota, 1979.
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slight. It becomes greater when the co
operative is created for the purpose of investing 
the savings of members in the creation of 
enterprises to provide them with jobs, as was 
the case with the Roma Valley credit union in 
LESOTHO, which would however have been unlikely to succeed without the technical and 
financial assistance provided by OXFAM.

The second model is still much less wide
spread than the first. It moreover presupposes 
the removal of certain constraints and the 
fulfilment of various conditions. In the less 
developed countries, the known examples 
have almost all had outside assistance.

Is this to say that thrift and credit co-opera
tives are limited to these two types? Should 
they not attempt to find other models, without 
nevertheless lessening their efforts to provide 
more loans for small undertakings which 
could be created with their assistance, not only 
financial but also in the form of education and 
training, for management in particular 
(simplified in the early stages), while being 
fully aware that the creation of new enter
prises, and consequently of jobs, can only be 
the result of a long drawn-out process?
What can Thrift and Credit Co-operatives do ?

We should first of all stress that the em
ployment problems of the under-privileged 
differ considerably, depending on whether 
they live in rural areas or in urban concentra
tions, slum encampments, etc.

In the first case, it is becoming clear that 
credit has been one of the most important 
factors in reducing the number of jobs in 
agriculture, as well as in several other branches 
of the primary sector also represented in rural 
areas (quarrying, for example). The fact is that 
the cost of acquiring and utilising the new 
equipment and other inputs invented and 
distributed during the past few decades, is 
such that producers ~ either as individuals or 
groups -  cannot procure them without having 
recourse to credit. The modernisation/entry- 
on-the-market/productivity sequence which, 
particularly in agriculture, results in a decrease 
in jobs and consequent acceleration of the 
rural exodus, is well known. Numerous studies 
reveal that in many developing countries the utilisation of advanced technology, parti
cularly in agriculture, not only brings little 
advantage to the lower sectors of the popula
tion but may even increase their indebtedness 
to such an extent that their real income is 
reduced -  which may partially explain the 
■continued increase in unpaid debts.

Perhaps the basic problem is to find out

whether, and how, thrift and credit could 
assist the most underprivileged to avoid 
further loss of jobs, however inadequate or 
unsatisfying, and a continued decrease in real 
incomes. Returning to the earliest years of thrift and credit co-operatives, the peasants 
helped by the Raiffeisen association had jobs; 
the purchase of cattle did not create jobs for 
them but could prevent them from leaving or 
losing their jobs. Henry W. Wolff who, around 
1895, was engaged in introducing thrift and 
credit co-operatives into Ireland and England 
and who, in June 1900, presented Lord George 
Hamilton, British Secretary of State at the 
time, with the first petition leading to the 
promulgation of co-operative legislation for 
India, stressed some years latter that one of its 
essential effects had been to “loosen the grip of 
the vice” on co-operative members, at least 
half of whom had been saved from dis
possession by usurers of their land, and hence 
of their jobs.

To aim at reducing the loss of jobs in rural 
zones may appear less spectacular than creat
ing new jobs (which does not mean that this 
aspect should be ignored), but it would be 
another method by which thrift and credit 
co-operatives could satisfy the needs of the 
underprivileged. But the “how” is not easy to 
define. Greater support by thrift and credit 
co-operatives in the financing of food crops, 
of the activities of labour co-operatives, or of 
small rural councils or other structures with 
limited budgets, could provide an initial answer. The systematic co-ordination of such 
operations with those of other institutions and 
organisations, and with programmes such as 
the World Food Programme, would be 
another. Also helpful would doubtless be the 
working out of means for the more efficient 
collection of the hidden savings of the poorest 
populations, which have been shown by certain 
field studies to be considerably larger than is 
generally believed by those “at the top”, and 
certainly larger than the amounts handed in to 
existing organisations with more or less 
complex modes of operation. For example, in 
one Central African region so severely affected 
by drought that it became necessary to call 
upon outside aid for the purchase of food, a 
micro-project succeeded in getting widows 
with families, considered to be the poorest in 
their community and who were practically 
living on the charity of their neighbours, to 
save between them in one year a sum equal to US S12; the following year they each saved up 
to US S20. There is no point here in discussing 
what interest rates should be offered as an
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inducement to increase savings, since this 
is completely irrelevant in such cases.

The “classic economic formulae” will no more provide solutions for the underprivi
leged in the urban zones than for the rural 
underprivileged. At the beginning of this year, Mr. A. Roux, then Deputy Minister for 
Co-operatives in Quebec, stressed this fact, 
wondering how to proceed so that “men and 
women may free themselves from attitudes 
based on consumption models” .

There is no doubt that in order to face up to 
the employment problem in urban zones, the 
members of thrift and credit co-operatives in 
the more highly developed countries will have 
to effectively change their habits and certain 
of their acquired attitudes. They are very 
unlikely to be able to contribute to this enor
mous task, unless they can apply the principle

of solidarity. As Roy F. Bergengren, then 
Executive Secretary, Credit Union National 
Extension Bureau (Boston, Mass., USA) wrote 
in an article on “Credit Co-operation as. 
Adapted to the Needs of the Worker” , which 
appeared in the May 1927 issue of the Inter- 
tiationa! Labour Review: “Success is in every case the result of hard work. In the Credit 
Union most of this work is done unselfishly. 
It is necessary to find some substitute for the 
compelling motive which brings as a reward 
to the private lender a high return on his 
money. The successful Credit Unionist must 
be touched with the passion for service; h& 
must realise that his organisation has in it 
something of the principle of the brotherhood 
of man -  that it is a ‘co-operative’ organisation 
built on a foundation of the strength of unity 
for a common purpose.”

Presented byBruno CATALANO (Italy)
SecretaryInternational Committee of Workers’ Productive and Artisanal Societies (ICA)

THE FINANCING OF INDUSTRIAL CO-OPERATIVES
1. Introduction

“Co-operatives of production workers and 
craftsmen are the best instrument for trans
forming relationships between workers and their place of employment and opening the 
way to a new industrial revolution.” With 
these words the sadly missed Professor 
Laidlaw underlined the importance of cooperation in production and work in his 
report on Co-operatives in the Year 2000 
presented at the recent 27th Congress of the 
ICA in Moscow. They must be seen as one 
of the main elements in the establishment of 
a new pattern of co-operation in the next 
20 years.

This statement may seem utopian, but it 
is firmly based in reality, and it is a view 
shared by many economists and scholars all 
over the world. The World Conference on Development and Industrial Co-operatives 
organised by the ICA in Rome in 1978 
stated in its official report that the general 
crisis at international level and the sub
sequent search for a New Economic Order 
would need to make use of the principle of 
participation and greater responsibility on 
the part of workers—in other words, indus

trial co-operation—in order to improve 
standards of living and create an awarenes.s 
among the common people of economic 
matters of national interest.At the same Conference it was stressed 
again and again that one of the principal 
elements of weakness in any organic develop
ment of artisanal and industrial co-operatives was in the matter of financial support. If this 
is true for countries with strong economies, it is even more so for the weaker economies, 
the so-called developing countries.

The international co-operative movement 
can contribute to the attainment of a New 
Economic Order only if it is able to under
stand the great potential resources—not only 
ideological—which it posse.sses, and to use 
them to best effect in a different fashion 
from the one that has prevailed up to now. 
The financial means, the very extensive ramifi
cations and unique character of co-operative ideology and its large-scale presence in the 
agricultural world, if put together and co
ordinated, would place the Co-operative 
Movement in the position of the world’s 
greatest generator of ‘fresh energy’ and the 
material economy. At the recent ICA
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Congress, I insisted on the need, which cannot be postponed, for our international 
co-operative organisation to undergo a 
radical change of direction. It needs to play an increasingly dynamic organisational role— 
understood also in the economic sense: for it 
to take up a static position and rest on its history will not only mummify the Alliance 
but condemn the whole co-operative move
ment to a perpetually marginal and subordinate role, incapable of making any 
incisive impact on the evolution which is 
going on, and involving a genuine risk of 
degeneration which will separate us from the 
pure co-operative ideal and move us towards 
either capitalism or state collectivism.

Co-operation in savings and credit, and 
co-operation by productive workers, including 
artisans and industry, are two genuine co
operative elements which could contribute to 
making the necessary change.
2. The Evolution of the Economic Pattern

It is beyond dispute that the state of great 
difficulty in which the world economy finds 
itself at present—and this includes both capitalist and socialist economies—means 
that there must be radical changes in the 
present economic pattern. Among the various 
propositions put forward, we must pay 
particular attention to the one recently 
propounded by J. K. Galbraith. In the world 
there are two different forms of stimulus for 
productive energy; one is the market and the 
other is organisation. Galbraith maintains 
that the present difficulties are caused by a 
massive and rapid movement from a market 
economy to an organised economy, in co
ordinating the forces of economic life. And 
this has happened to a great extent in the 
socialist as well as in the capitalist area.

Galbraith produces innumerable examples, 
and these support a hypothesis which is 
distinctly plausible (one has only to think of 
the way in which OPEC, as an organisation, 
has replaced the market in one of the vital 
areas of the world’s economy). Co-operation 
as a whole has always found difficulty in 
taking a leading role in a market economy, 
while the multiplicity of its forms and struc
tures could give it a vital role in an economy which sees organisation as its focal point. 
The market and organisation, understood as 
guiding forces in economic life, are not 
mutually exclusive, but inter-relate to some 
extent. The first stimulates firms purely in 
terms of economic turnover (i.e. profit) 
while the second obliges firms to submit to

other institutional rules and to seek advan
tages which are more political and less 
directly economic. This is also better suited 
to our own co-operative pattern, which is 
theoretically more inclined to seek the general 
advantage rather than mere economic profit.

This is why we must prepare ourselves 
adequately to give co-operation a chance to play a leading role in the New World 
Economic Order; without going any further 
into the study of economics, we should 
recognise the value of the theory which has 
been expounded.
3. Thrift and Credit Co-operation: its role

in perspective
Whether or not it is possible to conceive of 

a New Economic Order, it is in any case 
certain that co-operation has ample means 
available to meet the challenge which are at 
the moment unused. The combined resources 
of the co-operative banking, insurance and friendly societies of the world are incom
parably higher than those of any capitalist 
multinational concern. But today they are 
used according to the rules and standards of 
traditional finance, following ‘cautious’ 
patterns which often display a lack of imagination.

Some modification of this pattern, which 
leads thrift and credit co-operation to isolate 
itself from the rest of the co-operative move
ment and adapt itself to market economic 
patterns, could represent that qualitative 
leap ahead which would provide the impetus 
for a renewal of the co-operative movement 
at world level. The original ideology of thrift 
and credit co-operation also makes it possible 
—as long as it is adhered to—to come close 
to the individual, to the worker, and to be 
understood and grasped easily by him, unlike 
the traditional banking systems which are 
often abstruse and have complex mechanisms 
difficult for ordinary, simple folk to under
stand.

A link and a common policy between 
credit co-operation, insurance, and agri
cultural production and labour could be the 
basis for making our movement into an 
organisation which could gain a great deal, 
according to Galbraith’s thinking.
4. Financial Support and Industrial

Co-operation
Production co-operatives and work co

operatives in general, around which individual 
craftsmanship and industry both develop, 
often lack sufficient financial support even in
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the industrialised countries. Both handicraft 
and industrial co-operatives demand invest
ment, at different levels of intensity; they 
both need working capital, which can seldom 
be adequately supplied by members through independent self-financing, above all in the 
opening stages of the undertaking. This is 
because the members of these co-operatives— 
artisans or industrial workers—do not 
possess enough capital to finance modern 
industrial technology.

The search for external funds arises partly 
from an ideal which seeks to place capital at 
the service of production rather than the 
reverse. The possible sources of such funds 
(apart from normal banking channels) are:

— exclusively State-controlled;
— co-operative;
— mixed—in which the State has only a 

partial share, for example by granting 
assistance for reduced rates of interest.

The first case restricts the independence of 
the co-operative, with the risk of rejection by existing and potential members due to the 
image of a co-operative which is being used 
as an accessory instrument by the official 
administration, and in any case as an 
‘assisted’ co-operative under the tutelage of 
the State.

The second case has increasingly wide
spread application, both through finance 
companies forming part of the co-operative 
movement and through co-operative banking 
systems. In Italy the development of the small 
craftsman is supported by an internal system 
of financial aid which lends money at specially 
favourable rates, against limited guarantees, 
for the development of investment in small 
crafts. In 1979 this system, called 
‘Artigiancassa’ financed 54,095 operations 
in favour of artisans to a total of 
US 3735,616,460; during the first six months 
of 1980 similar operations were financed to a 
total of US S394,796,546—the whole at an 
average rate of interest of 6.5 per cent which 
is much less than the market rate (presently 25 per cent).

There is also a system of co-operative Rural and Artisanal Credit Funds which is now playing an ever growing role, both 
through its own Central Institute (ICCREA) 
and directly, in supplying the financial needs 
—especially at the outset—of the many 
industrial co-operatives arising out of the 
transformation of private industries in crisis, 
which is happening very frequently now in 
Italy. Up to the present it does not seem that

these interventions have adversely affected 
our co-operative system, and this has 
encouraged an increase in this form of par
ticipation. The loans granted by the Rural 
and Artisanal Credit Funds in 1979 were 4,508 for a total of US 361,707,346 and during the first six months of 1980 they were 2,332 
for a total of US $34,861,689. The average 
rates of interest are normally 8 to 10 points 
below those found on the market. ICCREA 
in 1980 itself carried out operations of nearly 
US S4 million; it does not overlap the 
activities of the individual Rural Funds but 
intervenes on request of the individual bank 
which remains the main operator.

Generally speaking the Rural Funds and 
other co-operative credit institutions cover 
nearly 30 per cent of the volume of credit 
operations to the ‘artisanal’ movement in 
Italy. This probably goes for other industrialised countries such as France, Holland, 
Canada, Belgium, Germany, where co-oper- 
ative credit is more developed.

The third case has the advantage of 
involving the State on a partial basis only, and hence not imposing limitations on the 
independence of the co-operatives which 
make use of it. The Special Credit Section for 
Co-operatives in the Banca Nazionale del 
Lavoro in Italy acts on this principle, and 
provides funds for co-operatives at rates 
between 8 and 9 points lower than the market 
rates—the difference being paid by the State.

The connection between industrial co
operatives and credit co-operatives in the industrialised countries still too often has a 
sporadic character, without any definite plan 
of action. In our opinion this is due to three 
factors:

(a) lack of any convincing vision of inter
cooperative strength, and of the con
sequent advantages which would come 
to the parties concerned from action in 
terms of an overall organisation;

(b) the practical impossibility on the part 
of artisanal and industrial co-operatives 
of providing the traditional type of 
guarantees for the banking system;

(c) ‘caution’ on the part of credit cooperatives which aim more at invest
ment in the private sector than in the 
co-operative system, following a ‘lesser 
risk’ philosophy which the private 
sector guarantees.

It seems clear that these reservations become 
greater if we transfer the problem to the case 
of the developing countries.
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5. Prospects in the Developing Countries
All the studies and analyses of recent years 

have confirmed that the industrial develop
ment of the emergent countries must pass 
through the development of co-operative 
forms of production and work. If these assumptions are accepted, we can add that a 
pattern of co-operation can best develop in 
the improvement of small crafts, in minor 
manufacturing industries with low tech
nological content, and in the development of 
agro-industrial patterns in the rural areas. 
But this type of co-operation needs financial 
support, and surely it is preferable that the 
co-operative movement itself, through its 
own credit sector, should examine the pos
sibilities of involvement.

The advantages of such measures cannot 
be counted in terms of time, nor in terms of 
normal surplus value according to capitalist 
standards. They must be seen in the general 
context of the co-operative movement as a 
whole and here the return can be considerable, 
above all in a new economic order which will 
see the gradual substitution of the market by 
a planned economy in the determining of 
economic variables.

The advantage which could be derived by 
the co-operative credit system from a greater 
share in co-operative activities at world level 
can be imagined; the opportunity to play a 
leading role would increase, international 
financial systems would have to take account 
of the presence of an organisation which 
could make a very significant contribution. 
Even with such possibilities, however, credit 
co-operation would need some sort of 
guarantees to deal effectively with this type 
of role. And one indispensible guarantee is 
the existence of a genuine co-operative movement, organised and healthy, in the 
developing countries.

The possibility of giving a real value to 
small crafts in countries which have a rich 
heritage in this sphere, and the encourage
ment of co-operative forms of industrial 
development, in a first low-technology stage, 
is an economic advantage not to be despised; 
and connected with the obvious opportunity 
for commercial assistance in the sale of these products both in the country and abroad, it has its own importance.

The industrialisation of agriculture, which 
is a primary resource in many of these 
countries, can be achieved through agro
industrial co-operatives, and a widespread 
network of rural funds can give it the 
indispensible financial support needed, which

finds its return in the generally improved 
standard of living in the whole area con
cerned, to which an increase in credit and savings always corresponds.

In summing up, we can say:
— it will never be possible to talk about development in the emergent countries 

without progress being made in agri
cultural and industrial structures;

— we will never be able to speak of real 
development of such economic struc
tures without keeping co-operative 
patterns in mind, as they are indispen
sable instruments of progress both in 
agriculture and in small crafts and industry;

— it will not be possible to achieve a 
concrete co-operative project in these 
countries without effective assistance and without sufficient financial encour
agement, particularly in the initial stages.

In order to give the co-operative organ
isation real strength and enable it to make its 
mark on the economies under the existing 
system, this support will perhaps have to be sought at least partially from governments 
and private organisations, and channelled to 
the co-operative itself through its own 
specialist sector.
6. Some Proposals

If these assumptions are correct, co
operation must pass through a stage, first of 
study and analysis, then of application. This conference could set up a restricted study 
commission, with the participation of those 
responsible for the sectors concerned, and 
this commission could examine projects by 
which credit and savings co-operatives would 
support small craft and industrial co
operatives, above all in the developing 
countries, and make suggestions for patterns 
of intervention based on economic, not 
charitable, principles. The co-operative bank
ing system could make allocations to a 
special fund from part of the profit from the 
year’s trading. This fund, managed by a 
committee of five or six members chosen 
from among the best known presidents of 
the banking and insurance co-operative system of the countries in which credit co
operatives are most highly developed, would 
be committed to four or five typical projects, 
designated by the commission in developing countries giving real possibilities for under 
takings in craft or industrial co-operative 
sectors to succeed. These last conditions would
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depend on technical and administrative 
assistance and a political determination on 
the part of the governments concerned to support the co-operatives even if the govern
ment itself were left out of the projects. This 
is not because of any preconceived rejection of the power of the state, but merely because 
of the already well-established conviction 
that the co-operative formula is like quick
silver—only let the official powers lay a finger 
on it, and it vanishes.

The operation and evaluation of these 
projects may lead to varying results:

(a) that there are not sufficient guarantees 
for the co-operative banking and 
insurance system to carry on with such 
action—in which case the project must 
be deemed a failure;

(b) that the economic and political return 
on these and similar undertakings is of little interest to the co-operative system 
in general and the credit and savings 
movement in particular, even if the 
results have been partly positive;

(c) that the undertakings have produced 
positive results and that hence an 
extension of these activities can be 
planned, which will lead to a closely 
integrated system, with links between 
credit co-operatives and industrial and 
credit co-operatives.

Accordingly, after a suitable period of time, 
appropriate decisions can be made on the 
basis of direct experience in the light of these 
results.

7. Conclusions
The massive development of workers’ co

operatives in the next 20 years may well represent the most significant factor in a 
new industrial revolution. This belief is con
firmed by all the debates and studies of recent years.

This development must take place in large 
measure in the emergent countries, and in 
favour of the least privileged social classes.

Artisanal, service and industrial co
operatives are the most democratic means of 
solving at one and the same time the problem 
of employment and the problem of social 
efficiency, in favour of a new social order.

When the extreme poverty of the people 
who will be involved in these forms of co
operatives is taken into account, it is clear 
that they will not be able to take effect with
out external financial support which is 
adequate to enable them to start up.

The Co-operative Movement has always stated that its aims are to sustain the poorest 
classes, and to fight against all forms of 
poverty. If what we say really corresponds to 
the truth, we must make a strong effort to 
seek to use that totality of financial means, 
productive capacity and extensive ramifi
cations which co-operatives possess, and 
incorporate them in an integrated organ
isation. This is one of the last opportunities 
available to the international co-operative 
movement to give itself a new image, and 
above all to exercise a different contractual 
power. And many of the men who must make 
that effort are here, in this room.

Presented by
R. P. B. Davies, Deputy D irector, ICA, and 
Secretary, ICA Housing Committee
THE ROLE OF THRIFT AND CREDIT CO-OPERATIVES IN URBAN DEVELOPMENT*

Every day, more alarming figures appear on 
the housing problem, which is above all a 
problem in the countries of the Third World. Meanwhile, the figures have reached a dimen
sion which, being beyond comprehension, is 
of mere statistical value: the world-wide 
shortage of 250 million housing units is a fact that is registered rather than realised.

According to other figures, in Asia alone an 
estimated 300 million housing units are lack
ing or need restoration to make them 
habitable.What can be done? Do we need new 
strategies? Do we need new ideas and new 
approaches? Do we need more means of a 
financial or material nature? Do we need a

P aper prepared fo r the ICA H ousing C om m ittee by D r. D. Baldeaux, G erm an  D evelopm ent A ssistance A ssociation 
f  o r  Social H ousing (D ESW O S), F R G . T he views expressed are the au th o r’s and  n o t necessarily those o f  D ESW OS 
o r he ICA  H ousing Com m ittee.
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new scale of priorities, the housing problem 
at its top ?

With a positive response to all these ques
tions, surely more houses would be built. How
ever, it is doubtful whether building more 
houses would essentially contribute towards solving the housing problem. Every new strat
egy runs the risk of petering out as long as 
housing is not seen in a different context, i.e. 
in the overall context of development.
THE DEVELOPMENT APPROACH— 
NOT THE SECTORAL APPROACH

The first step is to get away from sectoral, 
i.e. quantitative, approaches to the housing deficit, which are supposed to solve the 
problems merely by making available more 
houses through public and private supporting 
agencies. It is a common opinion that 
housing is a basic need. However, it is felt 
more important to satisfy other basic needs 
such as nutrition. Of course, to the hungry a 
slice of bread is more important than is a 
home, but the following should be noted: a slice of bread given away to a hungry person 
does not bring him development; he is 
dependent on being given another slice of 
bread the next day. Any more than a home 
given to him as an alternative or in addition 
to the slice of bread can bring him develop
ment or the ability of self-development.

From this the second step can be deduced: 
get away from charity which is supposed to 
solve the problem by making available even more goods essential for satisfying basic 
needs. This approach contains a hand-out 
conception that hinders rather than promotes 
development because it establishes depend
ence on the part of the taker.

In contrast, a strategy set up in order to 
satisfy basic needs must enable the target 
groups themselves to satisfy their basic needs. 
In relation to slum dwellers and squatters and 
the most underprivileged populations, any 
factor preventing them from satisfying their 
basic needs through their own resources 
must be eliminated. Therefore it is essential 
that for these groups a framework be set up 
giving them access to land, water, infra
structure, health services, housing units, land 
titles etc. In other words, these groups must 
have at hand the instruments they require in 
order to satisfy their basic needs through their 
own resources, their own initiative and in 
accordance with their own conception and 
their own ability.

This step implies that a priori there is no

room left for a sectoral approach, i.e. an 
approach directed towards satisfying one 
basic need only. A sectoral development is 
more likely to run the risk of falling back to 
its starting point. If a purely housing programme is implemented without taking into 
consideration other basic needs, before long 
the newly erected houses will be back to the 
standard of slum and squatter dwellings. 
While it is quite feasible that, through decreas- 
ings costs and a suitable financial model, 
housing construction is within the reach of 
low income groups, it is doubtful whether the 
people involved will be prepared to carry out 
the necessary maintenance work or, in the 
case of core houses, to expand their homes, 
where land titles are not clarified, there are 
no prospects of permanent employment in 
the region, the health services remain catas
trophic, technical infrastructure is lacking, 
etc. Although the housing situation of the 
poor would be improved, no contribution 
would be made towards a development con
ceived as the possibility to satisfy basic needs 
through one’s own resources.

The objection to a sectoral approach does 
not mean that satisfaction of all basic needs 
must be attempted simultaneously. Such 
action prohibits itself, since it would over
strain both parties, the underprivileged as 
well as the public and private supporting 
agencies; materially, financially and organ
isationally.

Priorities must be set. However, the 
sequence does not depend on commonly 
accepted priorities or decisions made on high 
principles, but rather on the slum and 
squatter dwellers. The dehumanising living 
conditions of group X in the squatter Y may 
be the result of legal insecurity due to the 
unclarified situation of the land tenure: under 
these circumstances it may be sufficient to 
allocate a plot of land with a legal title to the 
inhabitants in order to mobilise the man
power and savings of the poor for self-help 
housing construction. In a different squatter, 
or with a different group in the same squatter, 
the reasons for the dehumanising living con
ditions may be found in the fact that the 
group lacks income of any kind: here the 
priority will surely be to create employment— 
probably in connection with housing con
struction. In another case the inhabitants 
may have an income, but since this income is 
derived from the informal sector and irregular, 
they cannot participate in credit programmes 
granting customary rates of interests and 
security; here a suitable measure would be a
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financing model accepting the ways and 
means of the group’s earnings.

The examples given may leave the impres
sion that development is simple: once a 
priority problem has been identified, all that 
follows is the appropriate measure. In reality, the situation in a slum or squatter 
area is very complex, the problems and needs 
are manifold and closely associated.

The slums do have their positive side. The 
ideal concept of social integration is seen in 
the slums and shanties where physical distance 
is at a minimum. If the housing unit is very 
small, without windows for ventilation, doors 
at the entrance are kept open. Psychologically 
such a practice assists people in the com
munity to enter a house without hesitation, 
and neighbours are therefore in and out of the houses or meet frequently at the 
entrances to housing units.

Privacy is at a minimum and social inter
action is at its height in such conditions. One 
can see the ideal concept of community 
integration in slums which cut across ethnic, 
age and regional differences. Close group 
interaction would also mean frequent con
flicts. However these conflicts do not create 
disunity but revive group bonds. Co
operative and community housing schemes 
should have as their aim the consolidation 
and strengthening of the existing cohesion and social integration instead of creating the 
type of housing design which promotes uranb 
middle-class attitudes.
INVOLVING THRIFT AND CREDIT 
CO-OPERATIVES

An understanding of the above is a vital 
prerequisite if thrift and credit co-operatives 
are to engage themselves in activities for the 
most under-privileged populations: we avoid 
saying, in the field o f low cost housing, 
because this would amount to a sectoral 
approach. Provided thrift and credit co
operatives are prepared to follow a strategy 
which is directed towards the articulated 
needs of the target group, they will certainly be a suitable development instrument, even 
though much more is required than a technical 
apparatus for accepting savings and granting 
loans. What is expected is a comprehensive offer to the target group: an intensive 
response to their needs and conceptions as 
well as a full assistance and consultancy 
service for the implementation of those 
needs and conceptions.

A report prepared for a DESWOS tVork-

shop on integrated co-operatives for satisfying 
a basic need o f shelter in slum and squatter 
areas, concerned with the aims, initial stages 
and operation of a credit co-operative in a squat, shows the way thrift and credit co-op
eratives must go in their activities for the most 
underprivileged populations.
A Squatter Project

In order to obtain an exact knowledge of 
the target group a socio-economic survey was 
made, first of all to establish basic terms of 
reference and secondly, on the basis of such 
terms of reference, to determine the points of 
entry for the development strategy.

The questionnaire sought the following 
information:

— Personal data;
— Length of stay in the area;
— Educational attainments;
— Respondent’s contribution to family income;
— Source of income;
— Reasons for lack of income;
— Work experience;
— Attitude towards business;
— Inventory of skills;
— Attitude to training;
— Knowledge of the nature of co

operatives;
— Interest/willingness to join a co

operative.
Another important aspect of the survey was 

the identification of respondents engaged in self-employed activities which did not require 
much capital. They were as follows: laundry 
services; ironing services; vending; sales 
agents; embroidery; sewing; crocheting; 
masonry; construction; painting; plumbing; 
tinsmiths; driving; handicrafts.

As regards self-employed activities requir
ing capital, the following types of occupation 
were looked into as regards nature and employment potential:

(a) trading enterprises: storekeeping and 
vending food products;

(b) service enterprises: dress shops, tailor
ing shops and beauty shops.

The findings of the survey cannot be 
stated in detail here but are given in con
densed form:

(1) The residents, in general, were a pos
itive target group for the enterprise develop- 
m e n t and  em p lo y m en t g e n e ra tio n
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programmes and the credit and financing 
component.

(2) The residents were interested in setting 
up businesses, whether in the income or nonincome earning groups.

(3) Few had ever finished formal courses, 
and those who had, had mostly done 
vocational courses, except for a few res
pondents who had managed to finish 
academic/college courses.

(4) Most residents had meagre earnings 
due to failure to find jobs.

(5) The common skills of the residents 
were very limited.

(6) A credit mechanism was greatly needed 
by these residents.

(7) The lack of capital was the residents’ 
primary constraint in setting up their own 
businesses.

(8) Other forms of co-operative, apart from 
a credit union, were also highly acceptable to the people but the latter was the one most 
needed.

(9) There was need for the development of 
new skills.

A more detailed study of the credit needs 
was conducted and brought out the following 
significant findings:

(1) The residents were all agreed that a 
credit union was the most appropriate 
channel of funds to finance their needs.

(2) The positive consensus was under
standable in the light of the findings that 
credit was required in the area to ensure 
financial viability of projects.

(3) Management resources were available 
in the squatter dwelling for the operations of 
the credit union.

(4) Funding support was available.
(5) The credit union could serve as the 

source of financing for existing enterprises, 
as well as other enterprises to be set up.

(6) A credit union could also be the best 
financial mechanism to provide loans to 
meet the basic needs of the residents, such as 
those related to housing, education, emergencies, etc.
Strategies

Based on the above findings, the Project 
Team formulated the following strategies;

(a) development of courses in subjects that 
would satisfy the perceived needs of the 
residents, such as: entrepreneurial training; 
basic supervisory training; achievement 
motivation.

(b) evolving operational activities in which the residents could improve their living con
ditions in terms of: (i) enterprise develop
ment; (ii) employment; and (iii) credit extension facilities.

(c) introduction of selected trainees to 
other basic skills while at the same time up
grading the level of proficiency in the 
existing skills.

(d) preparation and development of a 
project feasibility study on the establishment 
of a credit union.

Some of the important features as well as 
the rationale of the strategies were as 
follows:

A credit union was decided upon as the most appropriate mechanism for serving the 
credit and financing needs of the target 
group. Not only did the survey results cor
roborate this but experience also suggested 
it. Many, if not most, credit programmes for 
low income groups had resulted in a high rate of arrears and defaults. One reason for 
this was the tendency of borrowers to view 
the loans as dole-outs and, therefore, not 
necessary to be paid back. A community- 
based credit union would discourage this 
tendency since the money loaned out would 
come from the credit union and the com
munity and not the government. At the same 
time there would be community pressure to 
be good members and borrowers.

On the other hand, it was also recognised 
that organising a viable credit union in a low 
income community would be intensive and 
risky and would require innovation. The 
credit union was also viewed as the mechan
ism that would continue to achieve the objectives of the project even after the 
project terminated. With these considerations, 
it was evident that efforts would concentrate 
on the development of the credit union and 
related activities, especially the development 
of its key officers.

The study of credit needs also indicated 
that loans should cater for productive and 
providential purposes.
Organisation o f the Credit Union

Vital to the establishment of any co
operative venture is understanding the con
cept of co-operatives, and the campaign for 
membership. In organising the community 
credit union, the first move was to arrange 
meetings to explain the concept of the credit 
union. A manual was issued as a basic 
document. At least four meetings were held, 
but attendance was meagre with an average
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audience of 20, in spite of being held on 
Sunday afternoons and preceded by two- 
weelcs’ notice through the squat bulletin 
boards, councilmen and contacts; an officer 
from the Bureau of Co-operative Development was present at the meetings to reinforce 
the campaign.

Because of the numerous meetings being 
called by the various agencies responsible for 
the other components, the residents simply 
could not tell which meetings were more 
important than others. Trickling attendance 
at meetings would not support a co-operative 
so a core group was selected from among 
those who showed concern and interest. As a 
strategy, the squat captains’ co-operation 
was sought by involving them in the selection of the core group. Although the elderly 
Project Team gave preference to the younger 
residents due to their enthusiasm, idealism, 
energy and timetable, the core group repres
ented proportionally four-fifths of the 
squatters and were given a three-day 
residential co-operative leadership training. 
The key element in the realisation of the 
credit union was the popular participation of 
the community through the core group who 
served as the liaison between the community 
and the Project Team.

The core group was tasked with the mem
bership campaign. Its first act was to recruit 
interested residents to undertake the first 
pre-membership education programme 
(PMEP). After three batches of pre
membership education participants had 
graduated, a general assembly was organised 
to elect the officers of the credit union. It was 
not surprising that most of the core group 
members were elected as officers of the credit 
co-operative. A total of III members 
attended out of 159 residents who had 
qualified by attending the PMEP.

During the assembly, the members were 
again informed of the goals and objectives 
which should be observed in the operations 
of the co-operative. The officers’ roles were 
explained. The concepts of Co-operation and 
credit union operation were discussed with 
the officers to lend the project sustained enthusiasm and interest.

The Credit Union structure provided for 
rigid internal controls. For the first two years, 
external consultancy services were provided 
for the Committees and the Board of 
Directors. The Board of Directors provided 
management support and policy direction; 
the credit committee attended to the proces
sing and applications for loans and the

keeping of records; the Education Committee 
was responsible for the PMEP training and 
keeping members up to date on co-operative 
rulings and policies—it also had respon
sibility for planning and implementing promotion and activities of the Credit 
Union. The Supervisory Committee served 
as the auditor of the co-operative: it was 
responsible for internal control and the 
installation of an adequate and effective 
accounting system.
Co-operative aclivity

Tt was assumed that a change in the atti
tudes of the beneficiaries would be a pre
requisite for attaining the dual objectives of 
the project, i.e. enterprise and employment 
generation, and the credit and financing 
component. The attitudes to be inculcated were self-reliance, a desire to improve one’s 
status and the need for co-operation.

The first objective was to devise a credit 
and financing structure comprehensive 
enough to allow optimum development of the marginal area concerned by providing 
the residents with financial arrangements 
without depriving them of the responsibility 
of participating actively in their own develop
ment. Thus, despite the arrangements for 
extending financial aid, all measures w'ere 
taken to prevent developing among the 
residents the spirit of unproductive depen
dency and parasitism.
The credit institution

The survey had aimed at determining the 
appropriate form of credit and financial 
structure that could be created in the squat, 
and results confirmed the need to create a 
credit union as the channel for funds and aid 
to the residents. Survey results had also 
shown that one of the basic sources of credit 
was relatives, other sources were usurers, 
neighbours, profiteers, money shops, in spite 
of the presence of 50 banks within a five 
kilometre radius of the area, i.e. 38 com
mercial banks, two thrift banks, nine savings 
and mortgage banks and one rural bank. A 
basic finding, however, was that banking 
institutions and other formal sources of 
loans generally would not grant consumption 
loans and it was too cumbersome for both 
parties to negotiate business loans which 
were relatively small in amount.

Controls were instituted to ensure that 
funds were disbursed in accordance with the 
purposes of the project. The Supervisory 
Committee came up with specific measures
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for the evaluation and monitoring of the 
activities and operations of the credit scheme. 
The account boolcs of the credit union were open to regular checking by each member.

Policies were outlined in the loan manual 
prepared by the project team. In observing such policies; flexibility was encouraged, 
especially in the interpretation of policy, 
depending upon decisions made in specific 
situations. The officers of the credit union 
served as the focal point as far as imple
mentation of policies was concerned.
Initial operations o f the credit co-operative

An initial three-month period was used to 
test the practicality of the procedures and the 
feasibility of policies. Officers and committee 
members were asked to comment on flaws in 
the loan manual. Likewise, members were 
asked to see if procedures were realistic.

In March 1979, the fifth pre-membership 
seminar concluded with 143 graduates, thus 
qualifying a total of 372 members. One of the 
basic requirements of a co-operative under 
current law was to have a minimum member
ship of 250.

At the fourth month, the loan manual was 
revised to incorporate reasonable changes 
based on the experience of the trial period. 
At this time the registration requirements of 
the credit union were fully completed. Thus, 
in April 1979 a general assembly was called 
to ratify the policies and procedures of the 
co-operative.

Under the current law of the country con
cerned, a co-operative venture may operate 
while still in the pre-coop stage as long as it 
is supervised by the Bureau of Co-operative 
Development for a minimum of two years. 
In May 1979 a certification of pre-cooperative 
status was issued authorising operation for 
two years, after which fully-fledged co
operative status would be awarded. There 
was a minimum equity requirement, and 
minimum membership of 250.

The co-operative officers were advised to 
open a bank account for the safekeeping of 
funds. In the first year of operation, the 
signatories were the President, the Treasurer 
and a designated Project Officer; when 
transactions were found ready for direct 
administration by the officers themselves, the 
signatories were only the President and the 
Treasurer. This took effect at the start of the 
second year of operations. During this period, 
the ofiicers checked their records at random, 
counterchecked through interviews with 
members on how policies were implemented.

Monitoring organisational operations
Close monitoring of the credit union 

operations, particularly the lending activities, required more on-the-job training for the 
officers. They were encouraged to repeatedly 
re-read the loan manual. Those on the Credit 
Committee were asked to observe and pay 
closer attention to the purposes of loans and 
commitments of members.

The mounting interest of the residents in 
participation and membership of the credit 
union encouraged the organisers to resume 
pre-membership education programmes. This 
time the officers were the resource persons, 
with minimum support from the Project 
Team. Five more seminars were then con
ducted from which 474 graduated. As of 
March 1980, there was a total of 846 qualified 
residents who had completed basic co
operative training.
Sources o f funds

Originally a seed capital of SI50,000 was 
proposed to fund the credit union, specifically 
allocated for housing improvement and pro
ductive ventures. But the eventual operations 
were supported from external funds which 
were incorporated in the respective budgets 
of the components for loan purposes. 
External funding then was;

Housing loan —■ 439,500
Productive loans —■ 11,000

Like any financing institution’s financial 
stability, the credit union generated the 
steady build-up of equity through membership contributions. Sources of internal funds 
were:

(a) Fixed capital—each member was 
expected to contribute by purchasing shares at 10 per cent but not exceeding 20 per cent 
of the credit union equity. This amount was 
non-refundable and formed part of the equity 
of the organisation.

(b) Membership Fees were collected from 
those who wished to apply for membership. 
These could be withdrawn or refunded in 
case the member resigned or retired.

(c) Desposits in the form of savings and 
term deposits from members were encouraged. 
The member benefited from the interest the 
money earned at prevailing Central Bank 
rates.

(d) Income was derived from interest on 
loans, service charges, fees, fines and income 
from investments. The co-operative pro
grammed retention of a minimum cash 
balance at a specific level to ensure smooth
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Breakdown of Loan Categories

Productive
Commercial 
Industrial Agri-business 
Service . .

No. o f Borrowers

115
17

Amount
Granted

189,857.00
17,980.00
7.820.00
3.500.00

86.6
8.2
3.6
1.6

145 219,157.00 100.0
Providential

Housing Construction . 
Housing Improvements 
Educational Loan 
Appliance EmergencyO t h e r s ........................

91
37
4615
11
23

424,500.00
42.170.00
37.460.00
8.930.00
8.930.00

13.750.00

79.2
7.9
7.0
1.7
1.71.7

223 535,805.00 100.0

Total 368 754,962.00

operations. Distribution of dividends to 
members was allowed provided this did not 
impair the credit union’s financial stability.

Officers and members of the Credit Union 
were advised against seeking further external 
financial assistance to start with; the Credit 
Union must establish its own financial 
strength and avoid the “hand-out” mentality 
resulting from excessive assistance.
The Credit Union—cm institution in a marginal 
settlement

In January 1980, the second general 
assembly was held to elect a set of officers. 
The usual political undercurrents existed, 
but in spite of this, membership swelled to 
843 and elections were conducted without 
untoward incidents. Most of the officers were 
re-elected.

There are at present 896 members with a 
total share capital of 137,030.* The following tables were presented to reflect financial 
status.
Challenges o f organising a co-operative

The challenges of this project proved that 
community participation can be harnessed 
for long-term beneficial effects.

Some squatter officials wanted to influence 
the choice of the type of co-operative, to the 
extent of withholding announcements during

the membership campaign. A consensus 
among the applicants decided for organisation 
of a credit union.

Among the significant problems encoun
tered were undercurrents that seemed to 
corrode the trustworthiness of the officials. 
There were complaints of inefficiency, par
ticularly when disbursements could not be 
made on demand. The Board of the credit 
union then resolved that loans would be 
issued regularly twice a week to allow for 
proper processing and to avoid frustrations 
when cheques could not be obtained. The 
current problem with some officers was 
improper record keeping and management.

A final judgement would certainly be 
premature. What can be said—and this is 
already a success—is that with the right 
concept there is a possibility of motivating the 
most underprivileged populations to advance their own development. The constantly 
increasing membership not only proves the 
need for loans. It likewise proves the people’s 
desire for development, for the improvement 
of their situation—including the field of 
housing.

Providing the prerequisites for the fulfil
ment of this desire is a task that may well be 
tackled by thrift and credit co-operatives.

*N o m onetary  unit is m entioned , in  o rder to  avoid identifying the coun try  and  to  keep the exam ple general.
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Presented by
Werner SCHIFFGEN
International Raiffeisen Union
THE PROMOTION OF CO-OPERATIVE INSTITUTIONS IN THE THIRD WORLD—TRAINING PROGRAMMES

In the early 1960s, the Raiffeisen Associ
ation (Fed. Rep. of Germany) was asked by 
various international and national organ
isations to look into the possibility of giving 
medium-level co-operative officials in de
veloping countries the opportunity of short
term attachments in different kinds of co
operative units.

We located co-operatives willing to provide such training experience, but our first trainees 
pinpointed various difficulties, the main one 
being the language since they came from 
English- and French-speaking countries. Wc 
provided them with interpreters, but this proved very expensive and we then thought it 
might be better to bring over a larger group at 
one time, who could first be taught sufficient 
German to make interpreters unnecessary. 
Therefore we decided on a 9-months pro
gramme, to be divided as follows:

4 months—language training;
I month—theoretical course on the struc

ture and activities of rural co-operatives 
in the Federal Republic of Germany;

3 months—practical training in a local co
operative or a regional centre;

1 month—evaluation seminar, to reinforce 
the practical training and give trainees 
the opportunity to discuss with German 
experts its relevance to their own 
countries.

We also learnt several essentials from our 
first course, to be incorporated in future pro
grammes. Some of these were:

—the group should not exceed 15 in 
number;

—a homogeneous level of practical experi
ence was advisable;

—participants in any one seminar should 
all come from the same country.

In the years following, we ran many seminars 
based on thfe above for young co-operative 
personnel from developing countries.

With two countries—Turkey for 12 years 
and Iran for 5 years—we have had intensive 
collaboration. The total number of personnel 
trained from these two countries so far

amounts to some 5,000. In addition to our 
ordinary promotion seminars, we started 
special marketing seminars in Turkey and 
Iran, covering the marketing of fruit and vege
tables, dairy products, livestock, fish, and 
wine; we also ran seminars on the shared use 
of agricultural machinery.

We also started to train co-operative audi
tors. The operation of this programme has 
been very difficult, as the preconditions for 
effective and successful training in this subject 
are obviously that the trainee must already 
have a good working knowledge of account
ing. Here again there were language difficul
ties: while participants in the promotion 
seminars only needed a good working know
ledge of German, the language needed for 
auditing was more specialised.

For all our training programmes we have 
tried to select recruits who will act as ‘multi
pliers’ on their return to their own countries.
The Multi-purpose Co-operative

We have tried to concentrate all our training 
efforts on one co-operative type—the multi
purpose co-operative—because its structure, 
in our opinion, provides all relevant services 
to members, especially the poor ones. Banking 
business, the commodity and marketing sec
tion, are under one roof, and the co-operative 
can fill the critical gap between sowing and 
harvest by providing member families not only 
with agricultural inputs but also with essential 
consumer goods, the accounts for which can 
be cleared when the harvest has been marketed 
by the co-operative. Failing such co-operative 
facilities, the very poor can fall deeply in debt 
to private traders, to whom they have to 
pledge the next harvest at a very low price.

We studied such a multi-purpose cooperative structure in Madagascar in 1962, 
and the experience proved vital in the prepa
ration later on of training seminars for 
personnel from many developing countries.
Other Aspects

When we look back to the beginning of co
operative activity in Germany, we find a situ
ation in the rural areas similar to those in

157



developing countries, and this is the reason 
we feel that our own early experience, with its 
ups and downs, can be useful to our co
operative colleagues and save them from wast ing money and t ime i n unnecessary experi
mentation. When we have co-operative guests 
from developing countries, we stress the early 
stages of co-operative development; then when we accompany them to visit a large 
modern credit co-operative, this demonstrates 
what can be achieved within a time span of 
more than 100 years.

Finally, we have also operated two training 
programmes for German co-operative experts, 
for promotional services in developing coun

tries. We have been very satisfied with the 
results, and some of these experts are still 
working successfully abroad.

With regard to the financing of our training 
activities, the costs have been covered by the Government of the Federal Republic of 
Germany, while personnel and technical 
“know how" were provided by our own 
organisation.

It has been said that the “Raiffeisen model" 
does not easily adapt to the specific conditions 
in developing countries. Flowever this usually 
refers to the single-purpose credit co
operative: the true Raiffeisen type is the 
multi-purpose co-operative.

Presented by 
Yvon DANEAU
Caisses Populaires et d’Economie Desjardins du Quebec, Canada

TOWARDS AN INTERNATIONAL PLAN FOR THE CO-ORDINATED PROMOTION OF THRIFT AND CREDIT CO-OPERATIVES IN DEVELOPING COUNTRIES
1. INVOLVEMENT OF THE CAISSES 

PO PULAIRES ET D’ECONOM IE  
D E SJA R D IN S IN DEVELOPING  
COUNTRIESDuring the 1960s the Movement began to take part as an institution in co-operative 

projects in developing countries. However, 
long before then the Caisses populaires, as 
conceived by their founder Alphonse Des- 
ardins, had spread to several other countries. 
The involvement of the Desjardins Movement 
in international co-operative development can 
be divided into three phases: ( I) Spontaneous 
initiatives (prior to I960): (2) The commence
ment of organisation (1960-1970): and (3) The deployment of activities and resources 
(1970-1980).
1. Spontaneous Initiatives (prior to 1960)

During this initial stage, a large number of 
Canadian missionaries and technical advisers in Africa, Asia and Latin America, acting 
independently, spread the idea of people's 
banks and here and there presided over the 
setting up of such institutions. The Des
jardins Movement was not officially concerned 
in these various initiatives but sometimes 
supported them, in particular by providing 
information and documentation and some
times even with modest financial contribut

ions. This type of indirect influence has not 
totally disappeared even today.
2. The Commencement of Organisation 
(1960-1970)

In 1963 the Desjardins Movement set up a residential education centre for adults, the 
Desjardins Co-operative Institute, to provide 
training services not only for the various 
Desjardins institutions but also for other 
public and private bodies engaged in socio- 
communal development activities. The Des
jardins Co-operative Institute also operates an 
international department providing the fol
lowing main services: reception of manage
ment level staff from developing countries who 
are concerned with co-operative development, 
for medium or long period instruction courses; 
and participation in the selection and training 
of co-operators for the Canadian Overseas 
University Service, and of Quebec educators to work in Africa.

In 1968 an assessment of its international 
activities showed that the Desjardins Cooperative Institute had made contact with 
five French-speaking education centres in 
Africa: the fnstitiil Africain pour !e Developpe- 
ment economique et social (INADES, Ivory 
Coast), the Institut Panafricain pour le 
Developpement (IPD, Cameroon), the Centre
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d'Etudes Economiques et Sociales d'Afn’qiie 
Occidentale (CESAO, Upper Volta), the 
Ecole Nationaled'Economie AppUquee (ENEA, 
Senegal), and the Ecole Naliomde de la 
Cooperation (ENC, Tunisia). The Desjardins 
Institute then determined to worl< for the strengthening of such national training 
institutions rather than developing its own 
programmes on Canadian soil where its 
co-operative promotion and training activities 
might yield less lasting results.
3. Deployment of Activities and Resources 
(1970-1980)

As a result of the Institute’s activities and 
following upon requests from developing 
countries as well as from the Compagnie 
Internationale de Devehppenient Rural (Cl DR, 
Erance), the Desjardins Movement in 1970 set 
up a specialised institution, the Compagnie 
Internationale de Developpenient Regionale 
(ClDR, Canada) -  which later became the 
Societe de Devehppenient International Des
jardins (SDID). This organisation has been 
involved in the creation of thrift and credit 
co-operatives in Upper Volta, Cameroon and 
Zaire, as well as in a programme of collaborat
ion with the Latin-American Confederation of 
Thrift and Credit Co-operatives (COLAC), 
especially in connection with the training and 
technical assistance services offered by 
COLAC to its seventeen affiliated national 
federations.

The SDID has also participated in rural 
development projects, notably in Upper 
Volta, Zaire and Ruanda, and has carried out 
research and evaluation work of all sorts in 
Africa and Latin America.

These various activities received considerable financial support from the Canadian 
International Development Agency (CIDA), 
which recently set up a Department for 
co-operative development projects within its 
NGO Division.
II. CONCLUSIONS DRAWN FROM 

THESE ACTIVITIES
Many lessons can be learned from these two 

decades of growing involvement in the 
developing countries. Two of the most im
portant, which are bound to influence future activities, are the need to develop human 
resources and the need for co-ordination at 
international level.
1. The Need to Develop Human Resources

The Desjardins Co-operative Institute and 
the Desjardins Society for International 
Development (SDID) have both given pre

ference to an approach which attempts to 
make the organisations in developing countries 
with which we deal, autonomous and res
ponsible for their own development. Thus we 
are concerned with transferring technology and technical training, rather than human, 
financial and material resources. During the 
next few years, while further developing our 
technical and development expertise, strong 
emphasis will be placed on strengthening 
educational processes and supporting the 
development of human resources.
2. The Need for Co-ordination at International 
Level

Many co-operative projects are now being 
organised by the “Northern countries” in the 
developing countries. It is thus becoming 
increasingly important to develop collaboration mechanisms between the large thrift and 
credit co-operative movements of the USA 
and Europe now engaged in development 
projects in Africa, Asia and Latin America.
111. THE MAIN AREAS OF INTER

NATIONAL COLLABORATION
Without claiming to be exhaustive, the 

following sections propose certain areas in 
which concerted action could be fruitful. We 
consider particularly important: greater soli
darity in the defence of co-operative principles; 
improved collaboration in devising strategies 
and mechanisms; and the advantage of 
agreements concerning the services we offer to 
various international organisations.
1. Affirmation of Co-operative Specificity

The particular context of developing 
countries and the emergence of a New Inter
national Economic Order make it necessary 
for us to review the co-operative position and 
to concretise in appropriate form the essential 
principles underlying the co-operative char
acter of the institutions we are helping to set 
up in developing countries. Will we be capable
-  between us -  of transmitting a coherent and 
unified message on this subject?

Furthermore the defence of co-operative 
specificity involves representation with public 
authorities in order to safeguard the autonomy 
of these newborn institutions, to protect their 
democratic character and instigate the revision 
and/or setting up of appropriate legislation. 
In this respect, should we not pool our 
expertise and co-ordinate our approaches?
2. A Joint Strategy for the Development of 
Human Resources

There appears to be an increasingly large
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consensus for supporting indigenous institut
ions and training programmes rather than 
sending large numbers of high level co-opera
tors to developing countries for long periods. 
Moreover, sending co-operators to developing 
countries raises serious problems of selection, preparation, supervision and re-deployment 
on their return to their own countries. Why 
not co-ordinate our efforts to optimise the 
management of all available human resources 
engaged in co-operative development?
3. Pooling of Operational Instruments

Our activities in developing countries have 
led us to export, adapt and/or create a number 
of tools for facilitating day-to-day operations: accounting systems, educational equipment, 
etc. Would not pooling of these instruments 
prove more economical, not forgetting the 
advantages of such a pooling system for our own institutions?

4. Requests for Services
We are being increasingly approached by 

international organisations (UNDP, World 
Bank, ICA, etc.) to provide services in develop
ment projects. It may happen that we are un
able to satisfy such requests due to lack of available resources, or on the other hand we may 
not be informed about projects for which we 
could have provided adequate support. Could 
we not pool these various requests, as well as our respective banks of human resources?

It may appear ambitious to want to initiate 
or intensify exchanges in all the above areas 
simultaneously. It may however be realistic 
and expedient to agree on one or two areas in 
which we would be prepared to co-ordinate our efforts on a short-term basis.

3, The International Inter-Cooperative 
Loan Programme

Presented by 
Robert H E W LETT
Executive Secretary 
CO PAC

AN INTRODUCTION
Perhaps the first thing that needs to be said 

is that the international inter-cooperative loan 
programme is not a programme, or at least 
is not yet a programme. It is rather a set of 
practical proposals* designed to overcome 
the obvious difficulties in the way of setting 
up such a programme, ft has certainly contri
buted to a fuller understanding of the main 
issues, and has stimulated discussion in co
operative circles. We hope that something 
that can be called a programme will eventually 
emerge, but only the parties directly con
cerned in the lending-borrowing process— 
and in particular the co-operative credit 
institutions of the developed countries—can bring that about.

The strengthening of agricultural co
operative financing arrangements inter
nationally has been a recurrent theme for 
many years or even decades. ICA submitted 
a proposal in this sense to the FAO Con
ference in 1961, and the ILO General 
Conference in 1966 called on member states

to consider promoting an international co
operative banking system. This idea was also 
contained in a report by the Secretary- 
General of the United Nations endorsed by 
ECOSOC in 1974. Unfortunately none of 
these ideas came to fruition.

The inter-cooperative loan programme—as 
w'e may continue to call it, for convenience’s 
sake—is somewhat less ambitious than the 
establishment of an international co-operative 
banking system but still, as experience has 
shown, by no means easy to achieve. COPAC 
became involved in this matter in 1974 when 
the World Council of Credit Unions (a 
member of COPAC) suggested that a 
thorough study should be made of the problems likely to be met with and of 
practical measures to overcome or minimise 
them. The content of the study and practical arrangements for having it carried out were
■^Proposals fo r  a  C o-operative J nterlending P rogram m e, 
a R ep o rt by G eorge St. Siegens and  Per S teina, CO PA C, 
R om e, Ju ly  1979. A vailable in English and French,
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discussed with the International Liaison 
Committee on Co-operative Thrift and 
Credit, and grants were obtained from CIDA 
and MISEREOR to cover the cost of employing high-level specialists in the area 
of co-operatives, credit and international 
banking. 1 would like here to recognise the active collaboration of the International 
Liaison Committee in this important phase 
of the work, while pointing out that the 
report as published represents the views of 
its authors and is not necessarily endorsed 
in every particular by either COPAC or 
ILC.

The report starts from the proposition that 
there can be no substantial and lasting 
improvement in the food situation of the 
developing countries as a whole without 
increased productivity of small farmers, most 
of whom are able to do little more than meet 
their own minimum food requirements. Tt discusses the role of credit in enabling small 
farmers to increase their output and con
cludes that credit, in combination with com
plementary services such as agricultural 
extension, reliable supply of inputs, adequate 
land tenure regulations, and several others, 
is usually essential. The consultants do not 
however confine themselves to a consideration 
of short-term or seasonal credit. In para. 2.11 
they state; “We understand that the origin
ators of the interlending proposals had this 
type of credit (short-term or seasonal) in 
mind as being likely to have the most 
immediate impact on food production. We 
believe, however, that other types of credit 
should not be excluded. Apart from the fact 
that in many countries there is no real 
shortage of funds for short-term credit, a 
loan to a co-operative of mainly small farmers for the construction of a storehouse, 
a cattle dip or a simple processing plant may 
do just as much to stimulate increased output 
as individual credits. Moreover this type of 
loan is cheaper to administer, easier to 
supervise and more likely to be reimbursed 
than a series of individual loans for the same 
total amount. It might therefore be more 
attractive to the potential sources of funds in 
the developed countries.” The report also 
explains why credit or multi-purpose cooperatives are often the best vehicle for 
bringing credit in appropriate forms to the 
small farmer.

The other starting point of the study is 
ideological in character. It is the conviction 
of many co-operators in the richer countries 
that the considerable financial resources of

their co-operative movements—and par
ticularly of the co-operative banks, mutual 
credit societies and credit unions—should be 
deployed more actively in support of small farmers' co-operatives engaged in food 
production in the developing world.

These two premises—the importance of stepping up food production by the small 
farmers and the obligations of inter
cooperative solidarity—are widely accepted. 
A third assumption made at the time the 
study was launched appears now, in the light 
of experience, rather more debatable. It was 
claimed that a growing number of small- 
farmer co-operatives in the developing world 
had reached, or would quickly reach, a level of economic stability which would permit 
them to seek foreign loans on commercial 
terms and, having obtained them, to use them 
productively and repay them on schedule. In 
the introduction to their study the authors have the following to say; “The interlending 
proposals have been defined by their sponsors 
as a basically normal banking operation 
which may contain, in specific cases, a small 
concessional or grant component, and it 
addresses itself therefore to those who, with 
limited technical assistance, can present 
themselves as valid partners vis-a-vis the 
lending institutions. It has always been clear 
that, of the countless millions of small 
farmers and their co-operatives, only a 
minority can at present meet this condition. 
The inter-lending programme cannot there
fore be in any way a mass programme; its merit is rather as an innovative scheme 
benefiting farmers who have already shown 
initiative and determination in helping them
selves through co-operatives and similar 
associations. It aims at a partnership between 
equals rather than the ambiguous donor- 
recipient relationship, because it is by 
accepting well-defined responsibilities that 
the farmers of developing countries will best 
realise their full potential as co-operators and 
within the wider community. Outright 
assistance meanwhile continues to be a 
necessity for those whose efforts, for many 
different reasons, have not yet achieved the 
desired results” (para. 1.04). Elsewhere it is 
stated that “ the inter-lending programme is 
intended to develop in the borderland between technical aid/development assistance 
and a commercially based credit system” 
(para. 4.08).

This reference to “ the borderland between 
technical aid/development assistance and a 
commercially based credit system” deserves
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a moment’s reflection. It seems to indicate a 
certain hesitation between a normal com
mercial relationship between lender and 
borrower and the kind of relationship summed up in the words “donor" and "recipient” . 
Strictly speaking, a loan programme must be 
based on contractual obligations binding on 
both parties; otherwise it is a grant pro
gramme in disguise. And it is evident that 
bankers, whether co-operative or private, are not concerned with grants. The fact that the 
inter-cooperative loan programme is a kind 
of hybrid, neither hard-headed business nor 
disinterested assistance, does not necessarily 
disqualify it but perhaps accounts for the 
reticence so far shown by co-operative 
lending institutions generally.

The difficulties that would have to be over
come in order to set up an inter-cooperative 
loan programme, as distinct from a few 
isolated loans, are so well known in co
operative and banking circles as to need no 
detailed analysis here. The risk that the 
borrowing co-operative may not be pros
perous enough to repay the loan is only one 
aspect of the problem, though an important 
one. There are also the risks inherent in 
political and monetary instability of the 
country of which the borrowing co-operative 
is a part. On the borrower’s side the main 
obstacle is the interest rate, particularly in the 
current state of money markets. This is an 
obstacle both at the level of the first borrower
-  normally a government agency or a central 
bank—and at the level of the end borrower, 
the farmer or his co-operative.

Over the past few years, concurrently with 
the study and since its publication, COPAC’s 
members and secretariat have been on the 
alert to find co-operative projects suitable for 
consideration within the terms of the proposed inter-cooperative loan programme, and 
having some chance of being acceptable to 
potential lenders. The fact that the results of 
these efforts are meagre does not authorise 
us to say that such projects do not exist, but 
it does indicate that they are fewer than was 
originally thought. And in order to find them 
it would be necessary to dispose of far larger 
resources, human and financial, than are available to COPAC. In particular, a con
tinuous presence in a number of developing 
countries would be required.

COPAC has been instrumental in bringing 
to the attention of co-operative banks in 
Europe opportunities for loans to co-operative 
projects in India, Honduras and Malaysia. 
These opportunities are currently under study

by the banks concerned. For India and Malaysia, government guarantees would be 
forthcoming and perhaps also in Honduras.

In preparation for this Conference we have 
tried to find out what may be going on out
side COPAC’s immediate purview. One piece 
of information, which 1 cannot personally document but which comes from a qualified 
and reliable source, is to the effect that “non- 
cooperative lending institutions, national as 
well as international, government and non
governmental, are doing a great deal of 
business with third world co-operatives” . It 
is probable that this business is concentrated 
in a limited number of politically and 
economically more stable countries, and 
perhaps does not directly benefit the smaller 
farmers in those countries. Nevertheless it 
may indicate that co-operative sources of 
finance in the developed countries are missing some opportunities for making relatively 
risk-free loans to third world co-operatives.

There are, of course, technical assistance 
activities carried out by co-operative banks and mutual credit societies, sometimes involv
ing small loans or grants. There is the COLAC scheme for small farmer credit in a number 
of Latin American countries, financed by 
loans from IDB, for which part of the funds 
have been contributed by Credit Union 
National Association (USA). This is in fact 
the only existing inter-cooperative loan pro
gramme that we know of. Welcome though 
it is, one could wish that the co-operative 
element in the loan were substantially larger. Finally—and this is encouraging as far as it 
goes—there is an uncomfortable awareness 
among the co-operative financial institutions 
of the richer countries that they have not yet 
found a way to bring their full strength to 
bear on the problems of their counterparts in 
the third world, and various approaches are 
being examined that might help to improve 
the situation.

One approach which was studied in detail 
by the consultants was the establishment of a 
guarantee fund. Various formulae are dis
cussed in paras. 4.17 to 4.38 of their report, 
and the consultants express the view that the 
“ formalisation of a guarantee mechanism is 
important to the growth of the inter-lending 
programme” . While there is no reason to 
disagree with this judgement it must also be 
said that a guarantee fund does not eliminate 
risk but merely ensures that any losses are distributed among a number of participating 
institutions. Since these would presumably be, 
with few exceptions, the same institutions as
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grant the loans, the setting up of a guarantee 
fund might have most significance as a 
tangible sign of real commitment on the part 
of a group of co-operative financial insti
tutions.

So far there has been no indication of 
willingness to undertake a commitment of this kind. Instead the reaction has been to 
suggest a cautious start with two or three 
carefully chosen pilot projects, involving 
relatively small loans and offering if possible 
some solid guarantee. If COPAC’s exper
ience of the difficulty of finding such projects 
is shared by others, then the caution is 
obviously justified.

The presentations which follow, and the 
general discussion, should make it possible to 
draw some conclusions from the various 
studies and practical experiences in the area 
of co-operative inter-lending. Without anticipating those conclusions I may perhaps be 
allowed to indicate briefly some of the major questions which the discussion might seek to 
clarify;

— Is there a moral obligation on estab
lished co-operatives in developed
countries to aid the growth of those in 
developing countries?

— If so, how can such aid be given most 
effectively by thrift and credit co
operatives ?

If the general feeling is that the proposed 
inter-cooperative loan programme, as out
lined in the Siegens/Steina report, deserves 
active support, it would be useful to focus on 
practical measures for achieving the desired

result. The following questions, among others, need an answer:
—■ How can opportunities for loans or 

technical assistance to third world co
operatives be brought to the notice of 
co-operative financial institutions in 
developed countries?

— Are co-operative financial institutions prepared to go out in search of business 
in developing countries, rather than 
waiting for it to come to them?

— Do lending procedures need to be 
simplified and perhaps standardised to 
make them less deterrent to potential 
borrowers ?

— Could co-operative lending be usefully 
linked with efforts to increase inter
cooperative trade, particularly through 
ICA’s Economic Sub-Committee and 
its trade promotion bureau in Paris?

— Can some form of guarantee fund be set up to facilitate loans?
— What possibilities exist for obtaining 

loan guarantees from governments in 
developed countries?

— What can be learned from the COLAC 
inter-cooperative loan programme, 
which has been functioning satisfac
torily for several years?

It would be too much to expect that these 
questions can be adequately discussed and 
answered in the short time available this 
afternoon but we may at least make some 
progress towards a clearer understanding of 
what we can realistically hope to achieve and how best to achieve it.

Presented by 
A. A. BAILEY
World Council of Credit Unions (WOCCU)

FINANCING AGRICULTURE AND SMALL-SCALE ENTERPRISES IN THE RURAL AREAS OF DEVELOPING COUNTRIES*
Twenty-five years ago CUN A International, the forerunner of the World Council of Credit 

Unions, launched a technical assistance pro
gramme to assist the organisation and de
velopment of credit unions; initially concentrating on the Caribbean and Latin American 
areas, it eventually expanded to other coun
tries and regions throughout the world re
questing such technical assistance. With the

co-operation of many institutions and agencies 
interested in economic development of the 
developing countries, this programme has now reached over 70 countries.

The programme in Latin America, in par
*Full details o f  W O C C U ’s In te rnationa l Jnterlending 
P rogram m e were given in the paper presented a t the 3rci 
In tern a tio n a l C onference  on C o-opera tive  T h rift and  
C redit (L ondon , 1974) by M . R obertson , IC U S (U SA ).
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ticular, achieved significant success by having 
accumulated savings among credit union 
members in both urban and rural areas. 
Savings in Latin American credit unions now 
amount to USS373 million in approximately 2,100 credit unions, with a total membership 
of two million. Most importantly, however, 
the rural credit unions differed significantly 
from consumer credit-oriented credit unions 
of the United States. In Latin America, the 
need of members in credit unions in the rural 
areas was for production-related activities.

In 1961, the United States Agency for 
International Development (AID) made the 
important decision to support technical 
assistance efforts for the organisation and 
development of co-operatives, savings and 
loan associations, and credit unions to those countries requesting it. With the assistance of 
CUNA/AID and other agencies, 18 countries 
in Latin America have developed their own 
indigenous, autonomous, national credit 
union networks and national federations. In 
1970, national credit union federations 
throughout Latin America formed the Latin 
American Confederation of Credit Unions— 
COLAC. This confederation has set out, as its 
first priority, to make production credit 
available to rural areas of Latin America.

The amount of external financing from 
international sources that has been made to 
Latin American federations primarily for 
production credit programmes, through the 
efforts of COLAC, has been approximately 
US825 million which has been distributed as 
shown in the following tables.

In addition to programmes of interlending 
between developed and developing countries, 
the World Council is also pursuing interlending between developed countries for members 
of credit union confederations. Already in the 
credit union international programme there has also been interlending between credit 
union organisations in the USA and Canada. 
We are confident that if we unite the co-op
erative thrift and credit organisations around 
the world into one cohesive membership force 
and work with the international agencies cur
rently engaged in international interlending 
transactions, we will eventually be able to de
velop international interlending instruments 
and credit facilities to serve the co-operative movement on a broader base than at present.

The preparation of all national organisa
tions for full and unfettered participation in 
such an international programme, in some 
instances will take a few years and in others 
more than a decade.

But as the membership of co-operative 
credit unions expands and as technical assis
tance increases the effective use of external 
credit, they will begin the process of providing 
for themselves and kindred organisations, the 
facilities and negotiable instruments needed to 
provide a safe, sound, economic and conveni
ent means for members to obtain credit around 
the world.

1, FINANCIAL RESOURCES
In order to comply with the demand for credit COLAC increased its obligations in eight 

million dollars during 1979-1980, registering an increase in availability of 31 % in comparison 
with the year before.

NET INCREASE OF COLAC’s FINANCIAL RESOURCES 1977-1980
(in US dollars)

1976/1977 1977/1978 1978/1979 1979/1980
Balance
6/30/80

TOTAL 2,520,941 2,242,753 6,172,430 8 071,623 20,710,598
Loans received for credit 
Shares
Capitalisation paid for 

loans granted 
Donations

2,228,624

151,333
140,984

2,026,113
50,000

149,854
16,786

5,782,206
32,500

357,724
0

7,556,489
39,953

475,181
0

18,317,321
122,453

1,270 824 
1,000,000
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2. CREDIT OPERATIONS
Table 2 shows the change in the portfolio since May 13, 1972, date on which COLAC started its credit operations, with the first USS280,000 loan to the Honduran Federation of Credit Unions 
(FACACH).
Eight years later, June 30, 1980, it had already approved seventy-five loans in the total amount of 27.7 million dollars, from which 19.4 were disbursed to the different Federations that benefited 
from this service.

AMOUNT OF LOANS GRANTED BY COLAC TO ITS MEMBERS 1971/72 TO 1979/80 
(in U.S. Dollars)

Approved Disbursed
TOTAL ............................................................. 27,713,786 19,940,809
1971/72 ............................................................. 280,000 280,0001972/73 ............................................................. 55,200 55,2001973/74 ............................................................. 250,000 250,0001974/75 ............................................................. 1,017,177 1,017,1771975/76 ............................................................. 350,000 350,0001976/77 ............................................................. 5,076,667 5,076,6671977/78 ............................................................. 3,170,387 3,170,3871978/79 ............................................................. 3,621,000 2,566.0001979/80 ............................................................. 13,893,355 6.644,378

3. LOAN AMOUNTS APPROVED AND DISBURSED BY COLAC 
TO ITS MEMBERS MAY 1972 TO JUNE 30, 1980 

(in U.S. Dollars)
AMOUNT Balance 

to collect
6/30/80Approved Disbursed

TOTAL ..................................... 27,713,786 19,409,809 15,955,325
FENACRE—Bolivia 4,317,142 3,629,165 2,955,730UCONAL—Colombia . . 1,000,000 1,000,000 873,713FEDECREDITO—Costa Rica .. 1,028,541 1,028,541 796,241FECRECOOP—Chile 100,000 0 0FECOAC—Ecuador 5,660,840 2,563,840 2,256,967
FEDECACES—El Salvador 1,616,000 1,116,000 847,455
FENACOAC—Guatemala 1,500,000 1,500,000 1,000,000FACACH—Honduras . . 2,718,636 1,718,636 844,151C.M.C.P.—Mexico 800,000 0 0FECACNIC—Nicaragua 1,110,000 1,110,000 1,108,750
FEDPA—Panama 1,000.000 1,000,000 1,000,000
CREDICOOP—Paraguay 366,667 366,667 0C.C.C.—Peru .......................... 1,500,000 1,550,000 1,550,000FEDOCOOP—Rep. Dominicana 3,595,960 2,476,960 2.372,318
FUCAC—Uruguay 1,350,000 350,000 350,000
Figures include re-utilisation o f  paym ents

Table 3 shows that 51 % of the credits disbursed by COLAC were placed in Central America 
and the Caribbean and 49 % in South America.
From the beginning of its operations twelve federations and one associated member have re
ceived the benefits of these credits.
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4. LOANS GUARANTEED BY COLAC TO THE FEDERATIONS AND ASSOCIATED MEMBERS MAY 1972 TO JUNE 30, 1980 
(in U.S. Dollars)

Purpose
Number

ofLoans
AMOUNT

Balance
6/30/80Approved Disbursed

TOTAL ..................................... 75 27,713,786 19,409,809 15,955,325
Activities on agriculture and

cattle production .. 50 20,588,765 14,001,788 12,904,635
Marketing of same .. 3 566,667 566,667 0
Purchase of farm supplies .. 3 633,741 633,741 0
Fishing 1 800,000 800,000 590,826
Purchase of vehicles 4 2,137,000 920,000 920,000
Others ..................................... 14 2,987,613 2,487,613 1,539.864
Figures include re-u tilisa tion  o f  paym ents

In order to accomplish one of the Confederation’s objectives, to provide economic assistance 
with loans for the development and expansion of the credit union movement, Table 4 shows 
that on June 30, 1980 fifty loans have been disbursed in the amount of 14 million dollars. 72% 
of such payments were used to foment agriculture and cattle industries.

5. AMOUNT OF LOANS GUARANTEED BY COLAC TO ITS MEMBERS 
THROUGH FINANCING MAY, 1972 TO JUNE 30, 1980 

(in U.S. Dollars)

FINANCIAL RESOURCES Approved Disbursed
TOTAL ............................................................. 27,713,786 19,409,809
ID B ......................................................................... 16,172,530 10,939,552AID ............................................................. 3,397,600 2,443,600lA F ......................................................................... 1,055,193 1,055,193
CUNA M u t u a l ................................................. 892,634 892,634
U.S. Central ................................................. 1,728,667 1,728,667
OPIC/U.S. Central ...................................... 2,137,000 920,000
Own resources 2,330,162 1,430,163
Figures include re-utilisation o f  paym ents

Table 5 shows COLAC’s present situation on financial resources, indicating that most of the 
funds originated from the Inter-American Development Bank. These funds have served to provide loans in the different currencies of the member organisations for the equivalent amount 
of 16 million dollars, or 58% of the total amount approved.
The rest of the portfolio is in hard-currency, with most of the funds originating from the Agency 
for International Development (AID) in an amount of 3.4 million dollars.
The balance of 8.3 million dollars are, in order, funds originating from OPIC and US Central 
with one loan to the credit unions affiliated to the National Federation of Credit Unions of 
Ecuador for the purchase of vehicles for passengers. Also donations of the Inter-American 
Foundation, CUNA Mutual and funds that the Confederation has allocated for credit services 
through capitalisation made by its members.
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Presented by 
D. GRETHE
International Co-operative Bank (INGEBA)

THE NEED FOR NATIONAL CO-OPERATIVE DEVELOPMENT BANKS
There are large sums of money and capital 

available on the international finance market 
seeking investment, while on the other hand 
capital is needed, especially in developing 
countries, for the financing of new projects, 
including co-operative projects. However, 
still lacking in many Third World countries, 
from the point of view of potential lenders, are 
adequate preparation of projects, credit 
channels, and project control.1 believe therefore that, alongside the exist
ing governmental national development 
banks, it is time to found co-operative na
tional development banks which would also be 
recognised as international partners, and 
should—in my view—handle the following 
tasks:
1. They should identify suitable projects 
which promote the economic and social de
velopment of co-operatives and individuals, 
within the economic planning framework of 
their countries.
2. They should then join in the preparation of 
the project, as follows;
(a) In industrial projects, verifying whether e.g. the necessary raw materials are avail

able locally in the required quantities; or 
in agricultural projects, whether e.g. the 
soil is su itable for the proposed cultivation;

(b) Verifying the existence of the necessary 
infrastructure;

(c) Ensuring that only necessary and suitable 
investments will be made at a reasonable 
price;

(d) Drawing up an investment plan, con
taining exact costs and how they are to be 
financed;

(e) Ascertaining whether the goods to be pro
duced can find a market at a reasonable price;

(f) Drawing up a budget showing future ex
penditure and probable returns, for at 
least the next five years;

(g) Ensuring that all legal requirements for 
the project have been met;

(h) Setting out to what extent the project will 
aflfect the economic and social develop
ment of the people.

3. Only after the Consultancy Department of 
the Co-operative Development Bank has look
ed into these questions and given positive 
answers, should the Credit Department exam
ine the borrower’s standing, balance sheets, 
income accounts and possible securities, be
fore handling the refinancing of the project. 
When refinancing abroad, attention should be 
paid to any foreign exchange permits required.4. Later on, the Co-operative Development 
Bank should share in the supervision of the 
project preparation, and also be available in 
an advisory capacity for a certain period of time.

Such an institute must of course have ade
quate capital funds of its own at its disposal in 
order to be internationally recognised as a 
partner. Its success would also depend to a 
great extent on the high degree of training, and 
commitment of its management and employ
ees. In the interests of current and further 
development, young employees would need 
continuous first-rate training and the oppor
tunity of a period abroad.

A Co-operative Development Bank must, 
in my opinion, work closely with the government, and promote contacts with home and 
foreign credit institutions.
Collaboration with the Central Co-operative 
Bank

To raise the necessary funds from outside 
sources, local savings and credit banks should, 
if possible, be joined together in a national 
Central Co-operative Bank, which would then 
undertake the necessary financial adjustment. 
Co-operatives and their members should of 
course be urged to leave the income they do 
not immediately require with the co-operative 
savings and credit banks. Furthermore, it 
should be ensured that agricultural and pro
duction co-operatives undertake payment 
transactions with suppliers through co
operative savings and credit banks, insofar as 
is usual in the country concerned. In this way 
larger amounts can successfully be retained within the sector.

The Central Co-operative Bank could then 
give the Co-operative Development Bank 
credit to finance costs within the country.
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Collaboration with Government and other 
Organisations

The governments of many countries make 
low-interest funds available for the develop
ment of certain projects. It is surely also the 
task of a Co-operative Development Bank to 
press its government for an appropriate share 
of such low-interest credit for financing co
operative projects. Larger institutions are 
more likely than smaller regional co
operatives to be recognised as partners by 
governments.

Furthermore, collaboration with other 
banks within the country should be promoted. 
If they are large enough, the Central Co
operative Bank and the Co-operative i:)evel- 
opment Bank will be acknowledged by the 
big banks in the country concerned as equal 
partners.

A national Co-operative Development 
Bank must also establish contact with foreign 
banks and, in co-operation with its govern
ment, with foreign government offices and 
the World Bank.
The Raising of Foreign Capital

I would first like to make some critical com
ments on this subject:
1. I am basically of the opinion that costs 
within the country should not be financed by 
taking up credit in foreign currencies. Jf a 
country must use more than 30% of its profits 
from exports for its debt services (capital re
payment and interest), it will certainly not be considered a viable borrower according to 
international criteria. Therefore from an 
economic point of view, care must be exer
cised, when taking up foreign monies, to re
tain the required credit margin abroad to 
cover necessary imports.
2. Taking up credit in a foreign currency is 
often connected with a considerable exchange

rate risk. Especially with long-term credit, 
the risk can hardly be predictable, and is 
often very difficult or impossible to cover.
3. The possibilities for taking up credit abroad 
are moreover limited by the fact that the 
business banks in industrialised countries already have considerable foreign assets. 
Owing to the recent increase in political and 
economic risks, they will not wish to extend 
their international involvement.

Nevertheless it would still be possible, even 
today, for important Co-operative Develop
ment Banks to receive credit in foreign 
currency.

However we should not overestimate the 
possibilities of co-operatives in industrialised 
countries. Measured against the credit re
quirements of co-operatives in developing 
countries, their possibilities are relatively 
limited.

On the other hand, I believe it possible that 
important Co-operative Development Banks 
could receive credit from the World Bank and 
its member organisations. Governmental sup
port for such application for credit would 
certainly be a point in its favour with the 
World Bank.

I also believe that some national institutions 
in industrialised countries, mostly govern
ment-owned, would if necessary place further 
credit at the disposal of the larger Co-operative 
Development Banks. Some time ago I had talks with the Bank for Reconstruction and 
Development in Frankfurt on this matter, and gained the impression that this German 
governmental institution was positively dis
posed towards co-operatives, but since large 
co-operative projects have rarely been pre
sented for financing in a suitable form, the 
funds available were mostly directed to de
velopment hanks in the developing countries.

The ICA Banking Committee decided at its last meeting to place further funds, limited at 
first, at the disposal of developing countries for the promotion of agricultural co-operatives. The 
bank which I represent, the International Co-operative Bank Ltd.,(INGEBA) has been entrusted 
with the examination of applications.

The INGEBA’s capital in Basle, in the sum of 140 million Swiss francs, is held by 55 co
operative and commonweal enterprises from twenty different countries. Today the Bank has a 
balance sheet total of SFr. 1,600 millions. INGEBA refinances itself mainly on the Euromarkets. 
It manages all types of international banking transactions for its shareholders as well as for 
other co-operatives, and also serves private clients and societies.

We shall do our best, in collaboration with the ICA Banking Committee, to employ the 
available funds to the best advantage in various agricultural projects.
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4* Co-operatives as Banking Institutions
Argentina

Presented by 
Jacobo LAKS
Institute Movilizador de Fondos Cooperatives (IMFC), Argentina

THE NEW CO-OPERATIVE BANKS IN THE ARGENTINE REPUBLIC
I. THE INTEGRATION OF THE

CO-OPERATIVE BANKS
By a legal disposition promulgated after a considerable, and successful, fight by co- 

operators with support from important sec
tors of national life, seventy-seven new Co
operative Banks commenced operation in 
1977, the result of the amalgamation of almost 
300 of the earlier co-operative credit unions. 
This massive beginning took place in an 
economic situation characterised by acute 
inflation within a framework of recession, a 
falling gross national product, considerable 
transfer of resources from production to 
speculation, and the indiscriminate opening 
wide of the economy to the world market: all 
this in a complex and competitive financial 
market with no control over interest rates, 
and with a defined policy liable to favour 
banking concentration.
1. Democratic Organisation of Institutional

and Operational AspectsThe process of amalgamation was hastened 
by the high level of minimum capital required 
to be held by financial bodies in accordance 
with oflBcial regulations (110 million for the 
area of greatest demand and at decreasing 
levels for the less developed areas). The cli
mate of involvement of thousands of co- 
operators—we should not forget that the 
initial scheme, later modified, for reorgan
isation of the banking system had included a 
specific ruling prohibiting any form of cooperative banking organisation—continued 
then in the form of a widespread debate to 
set up an integration model which, while 
continuing the democratic and participative 
character of the old credit unions, would 
permit the centralisation necessary for an 
efficient level of operation. The co-operative 
credit unions, historically antonomous and

with local characteristics, voluntarily grouped 
themselves into larger bodies, thus becoming 
subsidiaries of the integrating Banks, accor
ding to their special affinities, geographical 
location, the integrating organisation’s total 
capital, etc.

The 1 MFC submitted a model statute which 
was adopted by the majority of the Banks, 
and whose characteristics can be summarised 
as follows;
(a) The district members’ assemblies elect a 

representative body, which in turn elects 
the Administrative Board of the Bank. 
Ordinarily each district corresponds to 
the area of jurisdiction of the original 
credit union.

(b) The members of the Administrative 
Board carry out the general management 
of the Bank, but also carry specific re
sponsibility for the management of the subsidiary or district which elected them. 
To fulfil this latter function they designate 
a members’ committee (which generally 
coincides with the list of delegates elected in their respective districts) to assist them 
in their work.

(c) Concerning the operational aspect, the 
collection of deposits and the placing of 
loans can only take place through the 
subsidiaries.
The resources collected by a subsidiary 
can only be diverted to other areas after 
the needs of the subsidiary itself have 
been met.
The Bank’s Head Office does not per
form collection or credit operations, but 
deals only with the co-ordination of 
accountancy, administrative and inform
ation procedures, and with technical sup
port for the operations of the branches 
and for those operations which by their
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nature must be carried out centrally, such 
as external trade, agencies, inter-banking 
loans, etc.

While a satisfactory equilibrium can be 
established so far as distribution of power is 
concerned, the greatest problems derive from 
a certain risk of creating a complex centralised 
administration, which will remove the directors, and still more the members, from effective 
control over the management. Hence the 
efforts to increase the directors’ knowledge of 
banking techniques, and to create adequate 
information and participation structures, 
while making every effort to convince the 
paid officials that effective member partici
pation in the direction of the Bank is not only 
fundamental to co-operative doctrine but is at 
the same time an important element in the 
growth and competitiveness of the Bank.
2. Administration

The administration of the old credit unions, 
essentially simple, experienced a substantial 
change when they became banks.

This was due in the first place to their taking 
on all the traditional banking operations, and 
secondly to their larger coverage, with the 
management of branches (in some cases more 
than 60) which made more demands on the 
administrative organisation. In addition the 
change had to be made quickly, with very 
little time for preparation, and bearing in 
mind all the defects and virtues of their previous structure. Furthermore, the officials had 
been accustomed to administering totally 
autonomous bodies, with personal powers of 
decision, with direct and almost familiar deal
ings with members and directors, with the 
non-delegated management of a small staff, 
simple forms of internal accounting, lack of 
personnel at intermediate level, etc., so they 
had necessarily to change in the new situation.

The challenge to the movement was to re
tain the positive aspects—direct communi
cation with members, simple procedures, 
regular information to directors, the appreci
ation of the personal and moral character
istics of members, the co-operative spirit of 
personnel at all levels—with the necessarily 
centralised management of the considerably 
larger staff needed to provide different services 
of great technical complexity, in a financial 
and economic situation far more serious than 
any in the previous history of the country.
(a) The administrative organisation model 

adopted by the majority of the new co
operative banks, at least the larger ones, 
aspired to attain the highest technical

level possible under existing circum
stances, while maintaining and even in
creasing the special characteristics of Co
operation—to be good banks and good 
co-operatives at the same time. They 
adopted organisational models of non- 
cooperative banks which they considered 
efficient, raised the technical level of the 
previous ofiScials, replacing them when this was not possible, and also employed 
the best experts on the market if the 
necessary skills were not available within 
the institutions.

(b) The officials and specialists of the Co-op- 
erative Banks regularly consulted spec
ialist national and foreign literature, and 
made serious efforts to combine all the 
various elements in order to systematise their own experience and that of others 
in the matter of administration. At this 
point of the process, when the first stage 
can be said to have been completed, it 
would be extremely valuable to receive 
suitable technical assistance from the cooperative banks of other countries, to 
enable a better evaluation to be made of 
the present position as a step to further 
progress.

II. THE ROLE OF THE IMFC IN THE 
DEVELOPMENT OF THE 
CO-OPERATIVE BANKS

A distinctive characteristic of the Argentine co-operative financial system is the function of 
its secondary body (a co-operative whose 
members are co-operatives). It should be 
borne in mind that the IMFC, which has been 
in existence for more than 20 years, was re
sponsible for promoting the formation ot the 
greater part of the credit unions which have 
served as the basis for the present co-operative 
banks, and led and directed the successful 
fight which culminated in the constitution of 
the new Banks.

This fact has determined the important role 
assigned by the Co-operative Banks to the 
IMFC in carrying out the task of institutional 
representation, development of new and better services, diffusion and protection of the 
co-operative principles, promotion of co
operative education, etc.

1. Some of the Centralised Services available 
to the Co-operative Banks through the IMFC

(1) A national computer service (software 
and hardware); installation of subsidiary 
centres throughout the country with
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plans for an operational network to 
cover the whole national territory.

(2) Although the banking legislation pro
vides for a form of assistance to organ
isations in difficulties, the conditions involved have resulted in the IMFC 
co-ordinating specifically co-operative 
inter-banking financial assistance to 
those eligible to receive it.

(3) The banks dispose of a communications 
network—telex and teleprinters—inter
connected and administered by the 
IMFC.

(4) A credit card has recently been put on the 
market, centrally administered, which as 
a first stage is operated by more than a 
third of the Co-operative Bank members.

(5) On request, specialised auditing and 
technical advice is provided (direct, 
through circulars, publications etc.) to 
affiliated Banks.

(6) Through a specialist body (Idekoop 
Fundacion Educacional), technical and co-operative training courses are pro
vided, and a wide range of training

facilities is available for members and 
the general public.

(7) Material is published on co-operative and 
general subjects. A fortnightly periodical 
ACCION has a circulation of 100,000 
copies, which is sent direct by post to the homes of Co-operative Bank members.

(8) Travel and leisure activities are en
couraged for Co-operative Bank members, with the construction of hostels and 
holiday camps.

2. Representation of the Co-operative Banks
The Co-operative Banks maintain relations 

with the public authorities which regulate and 
control the activities of co-operative societies. 
The IMFC has the task of protecting the 
interests of the co-operative movement.

In the same way, the IMFC participates in 
local and national co-operative organisations.

It has been the concern of the Banks and of 
the directors of the IMFC to actively develop 
democracy in the conduct of the Institute and 
to ensure the direct participation of the Banks concerned, in the administration of those 
services which they use.

Our Institute is responsible for representation of its member organisations internationally, 
with other co-operative organisations, in the search for integration at world level in order to 
carry out successfully the development of co-operative activity in our country, through the 
interchange of experience and the provision of financial technical assistance. It was in pursuance 
of this objective that we joined the International Liaison Committee and participated in the 4th 
and 5th International Conferences on Co-operative Thrift and Credit.

Canada
Presented by
George MAY
Chief Executive Officer
Canadian Co-operative Credit Society (CCCS)

‘ ‘ What we migh t hope for, is a structure that will provide a suitable home for the 
complex, partly competitive, partly co-operative enormously diverse animal 
that is man.”

That statement might well paraphrase the 
view of Dr G. Fauquet, former head of the 
Co-operative Department of the International 
Labour Organisation, who was one of the 
first to articulate for us within the co
operative movement, the distinguishing 
factors which emerged between the public 
sector, the capitalist sector and the co
operative sector.

When he attempted to do this, he took on 
a very complex and difficult task. We—as 
participants in this 5th International Con
ference on Co-operative Thrift and Credit— 
also have a complex and difficult task in 
defining various types of co-operatives as 
banking institutions. The organisations that 
are represented here are themselves enor
mously complex and different in structure,
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organisation and services provided. Yet, 
these organisational differences are accom
panied by great similarities in philosophic 
orientation and a common historical foun
dation. Each of the organisations making 
presentations during this Session is unique and the Canadian Co-operative Credit 
Society, as part of the Co-operative Thrift 
and Credit movement in Canada, has its 
uniqueness, as well.
Canadian Thrift and Credit Organisations

To begin with, it would be fair to state that 
we do not have a single Thrift and Credit 
entity as such, but rather a Thrift and Credit 
Co-operative System that is part of a broader 
co-operative sector. In Canada, a network of 
some 2,000 credit unions and caisses popul- 
aires as well as their provincial centrals are integrated into a national system which blends local autonomy with joint planning 
and co-operative action. In Quebec—one of 
the larger and more populous provinces of 
Canada—the Desjardins Caisses Populaires movement described in Mr Yvon Daneau’s 
presentation is the major consumer financial 
institution. In total, the credit unions and 
caisses populaires throughout Canada repres
ented by our respective organisations account 
for some 3,700 outlets which provide financial 
services to more than nine and one-half million 
Canadians. This system is characterised by:

— Local credit unions and caisses popul
aires which provide financial services to 
individual members from whom their 
Boards of Directors are elected;

— Provincial centrals which provide serv
ices to local credit unions and caisses 
populaires and consolidate financial 
services;

■— A national organisation, the Canadian 
Co-operative Credit Society, which 
pools liquidity and provides integrated 
financial services to both the financial 
co-operative sector and the general co
operative sector.

Local Credit Unions and Caisses Populaires
Credit unions/caisses populaires are owned 

and controlled by their customers who are 
also their members. They exist primarily for 
the purpose of meeting the financial needs of 
these members. Membership in a credit union/ 
caisse populaire is based on a common bond 
of association such as residence in a particular 
community or parish, employment in a certain 
business, occupation or industry, or partici
pation in other groupings.

Credit unions vary greatly in size from 
small community facilities to large multi
branch organisations. On a system-wide basis, 
the combined total assets of Canadian credit unions and caisses populaires were 
more than S30 billion (Canadian) at year-end 1980. At pressent exchange rates, this is 
equivalent to approximately 50 billion 
Deutsche Marks or 25 billion US Dollars.

Credit unions and caisses populaires are 
financial institutions which exist for one 
essential purpose—to provide savings, loans 
and other financial services to their member 
owners. They accept various forms of deposits 
and issue personal loans, residential mort
gages, small business loans and commercial 
credit. In recent years many local credit 
unions have extended their services beyond 
savings and loans to include such services as 
personal chequing, money orders, travellers 
cheques, special savings plans. Insurance and 
trust co-operatives also have extended 
complementary financial services to credit 
union members.

Separate provincial deposit insurance cor
porations guarantee or insure the savings 
held in the local credit unions and caisses 
populaires to a similar and, in many prov
inces, greater extent than the coverage 
extended to other financial institutions in 
Canada by the Canada Deposit Insurance 
Corporation. In addition to deposit protec
tion, bonding and other forms of insurance 
provide coverage on an organisational basis.
Provincial Organisations

Local credit unions/caisses populaires must 
meet statutory reserve requirements estab
lished by their provincial governments. In 
general, reserves are deposited with the 
provincial credit union centrals.

Provincial centrals, in addition, accept 
surplus funds on deposit from credit unions 
and caisses populaires and use them to effect 
loans to other credit unions and member co
operatives within their province. Also, the 
second-level provincial central provides the 
local credit union/caisse populaire with 
support services including education/training 
programmes, data processing services, advice 
on operations and research.
National Organisation

At the third, national level of the Canadian 
thrift and credit system is the Canadian Co
operative Credit Society which provides 
financial services not only to the credit 
union system but also to other types of
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producer, consumer and marketing co
operatives. CCCS is owned and directed by 
its shareholder members. Membership is open 
to credit union centrals and major regional co-operative organisations.

At year-end 1980, CCCS had ten central credit union shareholders; and ten additional 
Canadian financial co-operative shareholders, 
including our co-operative insurance com
panies, leasing companies and trust company. 
In addition, 20 consumer, marketing and 
producer co-operatives operating in Canada, 
are shareholders. Its membership includes 
five international financial co-operatives as 
shareholders, namely Deutsche Genossen- 
schaftsbank, Confederacion Latino- 
americana de Cooperativas de Ahorro y 
Credito, United States Central Credit Union, 
the Co-operative Bank of Manchester, and 
Genossenschaftliche Zentralbank AG.

CCCS has four main areas of respon
sibility to both credit union and co-operative 
organisations:

— Providing liquidity for the credit union 
system. As of year end 1980, CCCS has total equity, reserves and deposits of 
more than $500 million (Canadian.) 
These pooled movement funds helped 
the Society to provide a total of $350 
million in guaranteed lines of credit to 
its member provincial centrals;

— Providing loans to member organis
ations;

— Providing access to external capital in support of both credit union and co
operative development. As of year end 
1980, $300 million had been raised by 
the sale of unsecured notes and syndi
cated credits in both the domestic 
market and the Euro-market;

— Providing other responsive financial 
services according to the expressed 
needs of shareholder/'members, for 
example, leasing programmes.

CCCS developmental activities on behalf 
of the credit union system include:

—-National co-ordination of new products 
and financial services for the local credit 
unions/caisses populaires;

— Liaison with the Federal Government 
concerning legislation affecting credit 
unions;

— National co-ordination and integration of the credit union movement into our 
present paper-based and future elec
tronic payment systems;

— Provision of co-ordinated support

services in the area of public relations, 
marketing, education and research;

—■ Participation in the evolution of Inter
national Co-operative Financial systems.

The relatively new financial role of CCCS 
within the co-operative sector provides mutual benefits for thrift and credit co
operatives and producer, consumer and 
marketing organisations in the overall 
Canadian co-operative sector. This helps to meet the financial needs of co-operatives, 
helps ensure the effective use of surplus 
credit union funds and supports the emerg
ence of our sector as a viable alternative to 
private and public sectors.
Training

Most local credit unions/caisses populaires 
engage in member educational programmes, 
since effective use of services and the development of leadership abilities is dependent on 
the acquisition of appropriate knowledge. 
Education at the second and third levels of 
our thrift and credit co-operative movement is important and, in fact, is gaining in depth 
as the movement matures. This is demon
strated by the increasing use of audio-visual, 
electronic and other modern educational 
tools.
Philosophical Orientation

The credit union/co-operative movement 
in Canada, as well as the general co-operative 
movement, abides in general terms with the 
six basic co-operative principles adopted by 
the International Co-operative Alliance.

The one member/one vote principle applies 
at the local credit union/caisse populaire 
level. At the second level, there is propor
tional voting by the local credit union/caisse 
populaire to the provincial central credit 
union which is related to its membership 
base. The latter applies to the provincial or 
second level as well as to the national level 
and our organisation, the Canadian Co
operative Credit Society. The principle of 
member control, among others, therefore 
applies at all levels.

In the broadest sense, the credit union/ 
caisse populaire movement—-as well as the 
general Canadian co-operative sector—is 
evolving within the framework of the ‘co
operative sector’ concept which assumes that 
co-operatives are basically different from 
both capitalist and public enterprise and 
aff'ord a ‘middle ground’ between them. The 
difference lies in the fact that ownership, 
control and use of the particular enterprise
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involves the same group of people, which 
represents the unique feature of co-operative 
enterprise. I believe it would be accurate to 
state that most Canadian co-operative leaders 
would agree that the ideal economy embraces 
efforts by public, co-operative and private 
sectors in varying proportions. In such a 
mixed economy, co-operatives operate in coexistence with other forms of business 
enterprise, compete with them and sometimes 
even engage in joint ventures with them in 
order to achieve stated objectives.

For Canadian co-operative decision makers, 
one might reasonably identify that they have 
a system of beliefs and meanings about co
operatives that does not primarily revolve around profit maximisation or optimisation 
but provides services to their prime beneficiaries, the members, although this belief is 
held by some more so than others. To the 
extent that earnings generated are returned 
to the members in the form of patronage refunds, profits in the investor-owned cor
poration sense do not exist.

We, in the Canadian co-operative move
ment, believe that money generated within 
the co-operative should be returned to the 
members or put into a reserve for future 
benefit to those members. Other groups in 
the economy should be helped, but only 
helped to get started. Once started, they 
should maintain their own capital require
ments and establish their autonomous organ
isations. This belief system reduces the 
expansionist views of management and 
produces an economy with less growth drive 
but a greater drive to serve members’ needs. 
The same belief system also guides our inter
national development. We believe that the 
Government’s role is to create an environ
ment in which groups can form co-operatives, 
and to provide an infrastructure for the 
functioning of the economy. Our provincial 
and federal governments have come to realise 
the present and potential contribution of co
operatives to Canadian society. As a result, 
our sector has benefited from favourable 
legislative developments in the financial 
service area as well as from minimal intrusion 
by government.

The general environment and philosophic 
orientation of the Thrift and Credit movement 
in Canada includes a recognition of the fact 
that we are part of a ‘mixed economy’. In 
the Canadian environment, the term ‘mixed 
economy’ has achieved general acceptance 
as differentiating the private sector from the 
state sector, and actually represents a ‘dual

economy’. It is a term that has achieved 
acceptance also as a description of the 
institutional conditions that now prevail, 
without exception, among the developed 
economic systems of the West, and suggests 
merely that Free Market Economic Systems 
now co-exist with large planned Government 
sectors.

However we are now learning that, today, 
this mixture is by no means benign and stable. 
The changed composition of the GNP 
between private and public demand, now 
appears to be the surface manifestation of a 
profound social tide driven by a powerful 
dynamism that is reshaping Canadian 
economic history. The mixed or dual 
economy is not inert but is instead a witches’ 
brew of intensely interactive principles of social organisation. It seems to me, what is 
at work in the public and private sectors of 
the Canadian environment is a genuine 
collision between ethics and economics, or 
between ethical principles and market 
principles.

This is not the first collision in our history. 
Long ago, the victory of a religious ethic over 
the mechanics of self-interest, produced an 
‘age of faith’ in which a religious ethic 
dominated much of the economic activity. 
The industrial revolution unseated the 
religious ethic and provided for the rise of 
capitalism. Out of the victory of self-interest 
came Adam Smith, an economic man. Today, 
a new ethic, born in democracy and nurtured 
by an uncertain and equivocal revolution in 
the social and life sciences, is now taking on 
Adam Smith. This has significant impli
cations for the Canadian co-operative credit 
sector and perhaps others.

What Canadian co-operatives must recog
nise is that democracy and the free market no 
longer have the simple collaborative relation
ship that prevailed in the earlier days when 
they represented mutually supportive 
reactions against the power of religion, 
monarchy and historically entrenched classes; 
they are now very uncomfortable bedfellows and the marriage is, and doubtless will 
continue to be, a stormy one.

The democratic ethic includes principles of 
equality in distribution as well as orientation 
to consumption, is unimpressed with 
incentives and is concerned with the ‘average 
man’ and his perfectability. The free market, 
on the other hand, is basically accumulative, 
organised on dominance and leadership and 
is a machine driven by incentive and reward. 
It is the antithesis of equality.

174



Democracy seeks a more equal distribution 
of income for the well-being of the majority, 
while capitalism depends on an unequal 
distribution for saving, investment and 
growth or, if we borrow from Charles 
Darwin, the survival of the fittest (and 
richest).

The rather obvious collision of ethics— which might be described as a conflict 
between democracy and economics within a 
free market—provides a unique opportunity 
for the co-operative sector to develop 
institutions that will preserve a vigorous 
competitive arena while accommodating 
technology and seeking social justice. It also 
provides an opportunity to develop a structure 
that will provide a suitable home for the com
plex, partly competitive, partly co-operative and enormously diverse animal that is man. 
Its strengthened participation in the dual 
economy can result in a truly mixed economy.

The Co-operative movement can be a 
creditable alternative to the private and state 
sectors. We, as Canadians, are gaining new 
insights into the real value of an integrated 
co-operative movement, perhaps brought 
together around one thrift and credit system 
for the entire co-operative sector.

From the figures I quoted earlier, I think 
you would agree that over the past 20 years. 
Co-operatives, Caisses Populaires, Credit 
Unions in Canada have been successful. For 
the first time, co-operatives in Canada are 
beginning to attract the attention of people 
in Government, business and finance, in a 
serious way, without a patronising air. In a 
sense, we can say that the Thrift and Credit 
Co-operative movement in Canada has 
arrived and that the movement is beginning 
to constitute a new and equal alternative to 
investor-owned and government enterprises.

But all of this could be very misleading 
since, in relation to the whole economy, co
operatives in Canada are not so important 
as some of us may think, and in some vital 
areas their significance is questioned. One of 
our leaders described the Canadian co
operative movement as somewhat like an old 
quilt or patchwork blanket: thick and well- padded here and there, but thin and even 
threadbare in other spots. This description 
should not discourage the Canadian co
operative movement, but rather challenge it.
Interdependence of the Co-operative Sector

While we have, in the Canadian co
operative movement, various systems for the 
different co-operative sectors—including

thrift and credit, consumer, marketing and 
producer co-operatives—they are becoming 
more integrated by support services and 
structure. The thrift and credit system of 
Canada is clearly becoming a stronger and, 
we might say, more ‘muscular’ financial arm 
of the general co-operative sector.

Within the thrift and credit category, 
organisational integration is being directed to increasing security for the individual 
member-depositors and to providing of more 
efficient financial services to the user- 
members.

The thrift and credit sector of Canada is 
affiliated at the international level to the 
World Council of Credit Unions, and to the 
International Co-operative Alliance, through 
the Co-operative Union of Canada. It is also a shareholder of the International Co
operative Bank. It has bilateral relations of a 
commercial nature with various other 
national thrift and credit co-operatives. It 
does not look at overseas markets from a colonial perspective. Rather, it views primary 
contacts for the foreseeable future as being 
accomplished through other national thrift 
and credit co-operatives, to assist them in 
raising capital for those young and emerging 
economies which it attempts to serve.

Through our thrift and credit system, we 
are a strong, viable and expanding banking 
institution. While our chartered banking 
system controls a large proportion of our 
economy, we have assumed and continue to assume an increasing role. This increased 
role is occurring not only in the area of con
venient thrift and credit services, but also in 
co-ordinated activity in various areas of our 
economy, such as energy resource develop
ment, the establishment of international links 
with other co-operative financial institutions 
and generally in a greater contact with the 
co-operative sector.

If I might return to my earlier analogy, the 
leaders of Canadian credit union and other 
co-operative organisations today, more than 
ever before, are working together to ensure 
that the ‘bare spots’ in our ‘quilt’ are rewoven and that together we can ‘blanket’ 
Canadian society more effectively, to retain 
our ‘warmth’ as both human-oriented and 
business enterprises. We hold a great affec
tion for our thrift and credit movement as a 
co-operative banking institution—not for 
what it was, though it has always been great— 
not for what it is, though of this we are deeply 
proud—but for what it can, and through the 
efforts of all co-operators, someday will be.
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Prepared by
Confederarion des Caisses Populaires et d’Economie Desjardins du Quebec*
THE NEW DESJARDINS CENTRAL BANK OF QUEBEC
The New Banking Law

The Quebec Caisse Centrale Desjardins (Desjardins Central Bank) was created by a 
law ratified by the Quebec National Assembly 
on 22nd June 1979. The project had been 
discussed for several years, but took on a 
further dimension following the Canadian 
Government’s decision to set up a Canadian 
Payments Association.

In August 1976, the Canadian Finance 
Minister filed a White Paper on banking 
legislation, in which were set out the main 
lines along which it was proposed to amend the Law on Banks. This same document also 
announced the setting up of a public organ
isation which was to rule on systems of pay
ments and compensations to Canada, with 
the proposed title of “Canadian Payments Association”. The plan proposed that all 
institutions accepting transferable deposits 
by cheque or orders to pay would under cer
tain conditions be able to become members of 
this association. The Canadian system of pay
ments and compensations had previously 
operated under the exclusive jurisdiction of the 
Association of Canadian Bankers.

After this White Paper was deposited, the Confederation of Desjardins People’s and 
Savings Banks submitted a memorandum in 
October 1976, indicating to the government 
that the Desjardins People’s and Savings 
Banks movement was in favour of the creation 
of the Canadian Payments Association and 
that the people’s and economy banks wished 
to participate therein; they would not however 
consent to being subject to the obligation of 
maintaining statutory reserves with the Bank 
of Canada, as is the case for chartered banks. 
Furthermore, the memorandum pointed out 
that the thrift and credit banks were, in Quebec 
as in each of the other Canadian provinces, 
under the rule of the provincial legislations 
and it was their intention to remain so, thus 
refusing to be subject to a twofold jurisdiction.

Subsequently, the proposals of the draft 
law were amended in the sense indicated by us 
and, in September 1978, we submitted a 
second memorandum which, like the first, 
was submitted to and discussed with the 
Canadian Senate Committee on Banks and 
Trade, as well as with the Committee on
*This paper was d istribu ted  b u t n o t presented  ow ing to  
lack o f  tim e.

Finances, Trade and Economic Questions of 
the House of Commons. Our second memorandum recorded our agreement with the 
main lines of the new draft law, but contained 
an objection to the effect that a Canadian 
government legislative text considered all the 
thrift and credit banks of Canada as being 
associated, whereas they are not.

Therefore taking into consideration the 
functional character of the draft law on the 
Canadian Payments Association and our in
tention to become a full participant therein, 
it appeared to us that it would be necessary to create a specific organisation which would 
secure our relations with this Association and, 
with the o ther partic ipating  financial 
institutions.
The Desjardins Central Bank of Quebec

To attain this objective, steps were taken 
with the Quebec Government with a view to 
obtaining a special law creating this body 
which should enable us not only to have 
access to the Canadian Payments Associa
tion but also to receive deposits from the 
Quebec and Canadian governments and to 
have access to the monetary and financial 
markets.In practice, this new institution, the 
Desjardins Central Bank of Quebec will be
come responsible for the payment of com
pensation with respect to other financial insti
tutions. For more than 20 years now, this 
operation has been carried out in our name by 
the Provincial Bank of Canada which has 
become the National Bank of Canada, with 
which we have an agreement, the terms and 
conditions of which have evolved with time 
and in accordance with needs. The basic 
principle has always remained the same, so 
that it was the National Bank which repre
sented the Desjardins People’s Banks with the 
Association of Canadian Bankers, as also 
with the Bank of Canada, insofar as cash 
supplies were concerned.

It is intended that, in order to carry out this 
role, the new institution will maintain an 
account direct with the Bank of Canada for 
the payment of compensation and provision
ing in cash of the federations, for the purpose 
of supplying the local people’s banks.
Governmental Accounts

A second important objective is that of
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being able to receive governmental accounts with a view to achieving a better balanced 
management in the movement of our funds, 
for example, the payment of family allow
ances or social security old age pension 
cheques, a large volume of which are cashed 
by the banks every year.In 1978, the People's Banks paid nearly 
15,000,000 of these drafts, to an overall value 
of $3,000,000,000. The campaign for the sale 
of Canadian savings certificates produces still 
more marked effects, to be seen in a net exit of 
funds of several tens of millions of dollars 
over a very short period. The obtaining of 
compensatory deposits by the Canadian 
government appears to us to be a reasonable 
gesture on the part of this latter with regard to the people's banks, for services rendered.

The same reasoning can be applied towards 
the government of Quebec province.
Monetary and Financial Markets

Concerning direct operations on the monetary and financial markets, it seems to us that 
this new instrument will likewise be able to 
avoid the use of intermediaries and will permit 
full participation in the issues of bonds or 
debentures offered by certain Quebec co
operative organisations, such as the Cooper
ative Federee, Pechews Unis, the Federation 
des Magasins Co-op, etc. . .
Organisation

According to its constitutive law, the 
Desjardins Central Bank of Quebec can be 
defined as the financial instrument of the 
Desjardins People's and Savings Banks Move
ment as a whole. It is indeed directly con
trolled by the Board of Directors of the Con
federation, the members of which constitute 
the general assembly. Its Board of Manage
ment, consisting of 15 persons, is consequently 
selected from among the directors of the 
Confederation.

At the financial level, since the Quebec 
Central Bank has been entrusted with admin
istering the portfolio of primary liquidity of 
the totality of the people's and economy 
banks affiliated to the various federations 
making up the Confederation, it will, within 
the coming months, assemble a copious port
folio in the form of company capital sub
scribed and paid up by the federations in the 
name of their affiliated banks. The decisions 
taken up to the present indicate that this 
basic portfolio will amount to around 400 
million dollars by the middle of the year 1982.

To this basic capital will be added, in funds 
finally available, the operational accounts of

the federations and institutions of the movement, and the accounts of other members as 
well as the accounts of government or other 
bodies.
Participation in the Canadian Payments 
AssociationAs the new banking law has now been in 
force since 1st December, 1980, the Canadian 
Payments Association is legally in existence 
as from that date. Provisions have been 
made for the structuring of this association 
and for the exercising of the jurisdiction it 
will have during the year 1981.

The Quebec Caisse Centrale Desjardins v/\\\ 
become a member of this association in its 
capacity of financial agent, with the responsibility of guaranteeing to the other partici
pants of the Canadian payments system the 
transactions drawn on the People's and 
Savings Banks, and of carrying out with them the daily compensation payments.

As to the transactions on monetary and financial markets outside Canada, these 
should normally be started up in the course 
of the year, and there are grounds for pre
suming that they can be carried out in a privi
leged way through the banks and other 
central co-operative organisations of the 
various countries with which it will be pos
sible to establish relations.
Conclusion

Summing up, in pursuance of the objectives 
assigned to the Quebec Desjardins Central Bank, i.e.:
1. the creation and management of a liquid

ity fund for the settlement of payment 
instruments and for other purposes con
nected with compensation and with our 
participation in the Canadian Payments 
Association;

2. the constitution of a reservoir of capital, 
mainly for the purpose of providing for 
concerted action by its members in the 
loan and investment fields;

3. to represent its members with financial, 
administrative and business organisations when any financial question or operation 
is to be dealt with; and

4. to take part in financial syndicates for 
the acquisition or sale of public or private 
loan certificates,

the Central Bank will constitute an important 
element for the support and continuity in 
development of the Desjardins People’s and 
Economy banks and for the quality of the 
services these latter will provide for their 
local communities and for the Quebec com
munity in general.
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France
Presented by 
Louis OGER 
President
Federation du Credit Mutuel, France

First a few figures: in 1981 the Credit Mutuel 
in France has:

—over 64 billion francs in deposits, as 
against 7.95 billion in 1970;

—over 38 billion francs in loans, as against 
5.4 billion in 1970;

—3,082 local branches, organised in 31 
regional federations;

—40,000 elected voluntary officials;
—15,000 salaried personnel, as against 2,440 in 1967.

The Credit Mutuel is today the sixth largest 
French bank.

This growth, which has propelled us sharply 
from the shadows into the bright sunlight—as our national chairman Mr Theo Braun poeti
cally expresses it—probably accounts for the 
internal and external problems which we are 
currently experiencing.
Relations with the Government

Although Credit Mutuel began in France 
around 1880, its legal existence was recog
nised only some twenty years ago. On 16th 
October 1958 our banks became full members of the French banking system, through a 
government order which granted them status 
as co-operative societies with variable capital 
(under the Law of 10th September 1947) 
as well as special legal status as banks (under 
the Law of 13-14 January 1941, concerning 
the regulation and organisation of the banking 
profession).

This legal recognition was the work of the 
then newly created Confederation Nationale du 
Credit Mutuel, which gave our banks a na
tional voice and a recognised representative 
body.

According to the 1958 Order, the National 
Confederation was granted the status of a public utility undertaking: it holds its power 
from the government and is responsible for 
enforcing current regulations. It acts as co
ordinator of our 21 regional federations.

The Order specified that;
(1) The Minister of Finance should appoint 

a government representative to the Na
tional Confederation.

(2) The banks should be subject to audit by

the Department of the Inspector-General 
of Finance (but this power was delegated 
by the Department to the Confederation, 
which in turn delegated it to the regional 
federations).

(3) The Minister of Finance may extend to 
the banks the rulings, duly adapted if 
necessary, of the National Credit Council, 
the body which controls the French 
banking system. It should be remembered 
that since 1967 a representative of the National Confederation (which is cur
rently its Chairman, Mr Theo Braun) has 
held a seat on the National Credit 
Council.

So officially we can claim to be independent 
of the government, which does not interfere directly with our organisation. Neither is it a 
case of tutelage, but rather of a delegation of 
authority. But although we may today assert 
our freedom vis-a-vis the State, we must face 
the fact that, with current financial policies, 
this freedom may be not only relative but 
precarious. The 1947 law governing co
operative status contains no specific provision 
for thrift and credit co-operatives, and close 
examination shows that we have no legal basis within the banking world. This is a very 
precarious situation which means that our 
distinctive position, as a mutualist banking 
institution, is dependent on the goodwill, to 
say the least, of government authority.

To simplify, the attitude of the State appears 
to oscillate between two extremes:

—the recognition of our function, under the 
pressure of facts and of public opinion; 

—a more or less overt restriction of our 
development (through administrative and 
economic regulations) under the pressure 
of unfavourable economic factors.

We believe that the banking field can be seen as divided into three sectors: public and 
nationalised, capitalist, and co-operative. We 
must now get this idea accepted: the Credit 
Mutuel aspires to play a key role within a 
pluralist economy. But that assumes the ef
fective recognition of its specific function as a 
social bank.

We also know that the constraints under 
which we work—direct constraints deter
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mined by the public authorities for so-called economic reasons, and indirect constraints 
due to a very competitive banking sector—are 
in fact a challenge to our independence: all 
our senior executives are aware of this chal
lenge, or even threat. They all know that in 
order to surmount the current difficulties, they must remain strong and united to pre
serve the independence of the co-operative 
mutualist institution; otherwise public auth
ority, under the pretext of providing support, 
will impose its own rule. This is a choice that 
the organisation has already faced earlier in 
its history: in 1899 it refused assistance from 
the State, with its counterpart tutelage.
Deposit Guarantee

Overall, the Credit Mutuel, as a socio
economic organisation, intends to remain 
true to its vocation of human development:

—by developing its activities as a Bank to 
serve individuals and families;

—by financing investments of local and 
regional authorities;

—by providing a complete service for household budget accounts;
—by extending its consultancy activities. 
We have reached a stage of development and 

power at which we might consider intervening 
in the areas of industry and commerce. Con
sidering today’s troubled economic situation, 
we must proceed very prudently, and first 
provide our staff with any necessary training.

A number of additional points are receiving 
our consideration, particularly management 
and our deposits structure.

The expansion of Credit Mutuel is largely 
due to one specific item, a savings account 
book which we call the “Blue Book”. Today 
it vvould be rash to follow such a one-product 
policy—impossible, in any case, owing to 
external strains, which would render us very 
vulnerable.

There is another priority for Credit Mutuel, 
our “own funds” policy, since our financial 
safety and independence depend mainly upon 
the level of our own funds, which are them
selves determined by our profit margin.

We have discussed another possibility of 
increasing our own funds, which would pro
duce not inconsiderable amounts; share sub
scriptions by our members. This is a very 
debateable subject. Several of our federations 
already follow a systematic subscription 
policy and the results are proving satisfactory, 
but a number of questions remain to be 
solved—the amount of the share, the number 
to be owned by any one shareholder, etc.

Actually the question of co-operative shares (parts sociahs) is closely linked with our 
movement’s ethics: the building up of own 
funds by increasing reserves would free us from the necessity of having a larger registered 
capital. The organisation should belong to its 
members, not to the banking enterprise.

The organisation is also concerned with 
protecting the buying power of deposits. The 
poor and the weak have always needed some
one to protect them. Our organisation intends 
to be the spokesman of the small savers, who 
are always the first victims of soaring inflation. 
In our banks, a member is not a mere borrower 
or a mere saver: he/she is a partner, a co- 
operator, and the one must not become the victim of the other.
The Effects of Computerisation

The development of our organisation will depend, as a whole, on rationalisation. New technologies, such as data processing and 
teleprocessing, will play a vital role.

Data processing looks frightening indeed, 
in an organisation such as ours where human 
relations are of high importance, but the banking sector has used computers for more 
than 20 years. This trend will grow during the 
coming decade. Some people believe that with
out increased computerisation, banks could 
not remain operational.

What are the factors which favour increased 
computerisation of our activities ? First,tech- 
nology itself, which will make a number of 
devices available, either for transmission of 
data (networks) or to automate various office 
activities (desk-machines); secondly, the in
creased needs of the banks’ clients (their 
numbers are unlikely to increase, having reached saturation point).

When we reach that stage, there will be a demand for more information, more direct 
management of accounts, wider access to 
credit, more rapid services; customers will 
want to compare the services offered by 
various banks.

And lastly, a factor closely linked with the 
structure and internal operation of the bank— 
the need to increase the productivity of certain 
activities without increasing operating costs 
(i.e. staff). The pyramid which at present 
depicts the stalT structure within the bank 
would thus tend to be inverted: in the long 
run there would be more executives than 
employees.

Technological evolution will lead to various 
changes within the banking organisation itself: 
traditional banks will survive, but will only
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deal with delicate and complex transactions 
and act as consultants; banking flow will be 
modified as automatic bank-counters appear 
in public places (railway stations, public 
buildings) and even in the home where ordi
nary transactions will be carried out using a television screen. This could lead eventually 
to a regrouping of branches as customer 
proximity will lose its previous importance. 
Since our main interest is the private client, 
great care will have to be taken in this field.

Relations between banks will also be 
affected. This can already be seen in the current 
research on new payment methods such as 
magnetic cards, and the possibility of elec
tronic credit cards with built-in microproces
sors; use of the latter will necessitate agree
ment within the banking sector.Finally, concerning staffing, the new tech
nologies will free a large number of employees. Certain categories of staff may be re-oriented 
towards more “commercial” duties, but we 
must be aware that such transfers may not 
always be possible.In addition, technological evolution will 
totally alter our relations with the member
ship, which is not its least important aspect.

Computerisation in our banks must be an 
instrument of freedom, for getting rid of 
tedious tasks, improving management, infor
mation and the quality of services. But the 
computer must not become our gaoler. 

Bearing in mind the above, we shall need: 
—to control costs, knowing the large sums 

involved;
—to instal a homogeneous system, with the 

necessary controls, instead of tinkering 
with the existing system;

—not to remain isolated insofar as pro
cedure research and implementation is 
concerned;

—to guard against political risks—the new 
technologies, if misused, could reinforce 
certain centralist tendencies.

However, I believe that, faced with this 
irreversible revolution, co-operatives have 
their own specific assets:
(1) an ability to adapt, greater than that of 

other sectors;
(2) the care we have traditionally devoted to training our staff, which has provided us 

with methods and experience which

should enable us to master this new tool 
faster and more efficiently;

(3) our philosophy and ethics, which should make us less technocratic in our ap
proach—it would be dangerous to use 
computerisation purely for its economic 
benefits and neglect its social and cul
tural impact.

We still have enough time ahead of us, to adopt an intelligent and clearcut approach.
Preserving the Co-operative Spirit

Today our organisation, like many other 
co-operatives, is facing what Dr. Laidlaw, in 
his paper on “Co-operatives in the year 2000”, 
called an ideological crisis.

The size of our business enterprise with its 
increasingly complex banking techniques on the one hand, and the growing membership on 
the other, is causing our organisation to lose 
some of its specific features. However I per
sonally do not believe that this modification 
of our ideology is so complete and permanent as has been asserted, and as some people fear. 

However we must be careful.
—We must strive that the centrifugal force 

of the business enterprise does not take 
everything else with it.

The power must remain with the elected 
representatives, enforced or reinforced if 
necessary by new structures. Our enter
prises must not become diluted forms of 
capitalism, self-managed by their executives, 
but must belong to their members through 
their representatives. This not only respects the original motives for our very existence, 
but is also the only way of safeguarding our 
independence from the State, since it is not 
so easy to take over wealth that belongs to 
people.

—We must strive to motivate our employ
ees with our specificity, since it is through 
them that it will reach our members. Such 
motivation is not easy.

—We must strive to involve our members 
more deeply, to extend their participation 
in our democracy.

And what is true today will be even truer to
morrow when new technologies are imple
mented which may again raise the question of 
proximity.

I am now through with this long speech. India awaits us, the land of wisdom and mystery. 
My aim has not been to present the Credit Mutuel as a perfect model, but rather for purposes 

of comparison, to clarify our views on problems that we shall all have to face some day, and 
which I am sure we shall solve with determination. We have an obligation to History, to those 
who have entrusted us with the leadership of our organisations, and to those to whom we shall 
bequeath them.
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Presented by 
Andre CHOMEL 
Credit Cooperatif, France

The International Liaison Committee on Co-operative Thrift and Credit submitted to its members several subjects for consideration:
— data processing and deposit guarantees;
— preserving the co-operative spirit through member education;— relations with the State;
— bilateral relations between Thrift and Credit Co-operatives in different continents;
— collaboration between co-operatives to increase solidarity and guarantee deposits.
Two of these subjects would seem to be essential concerns of Credit Cooperatif ioi they touch 

closely at one and the same time upon its status and its vocation: they are Relations with the 
State and Collaboration between Co-operatives. These questions are also the concern in France 
of the Credit Agricole, the Credit Mutuel and the Banques Populaires as was shown by their last 
Congress, and find echoes in the discussions of many co-operative movements outside France.

1. THRIFT AND CREDIT CO-OPERATIVES AND THE STATE
Therp is a paradox between the nature of 

co-operatives -  which is to act out of spon
taneity -  and the strong links established in 
both advanced and Third World countries 
between Thrift and Credit Co-operatives and 
the State.

Credit Co-operatives came into being on the 
initiative of groups of individuals in France, 
Germany and Italy who, in the 19th century 
gathered together locally to lend each other 
money. The local co-operative banks sprang 
spontaneously into being, separate from the regular banking system which dealt only with 
a privileged minority, to put up a struggle 
against the usury practised in both rural and 
urban settings. Born of “need and solidarity”, 
credit co-operatives originally held a position 
of i ndependence with respect to the State which 
at that time affected to be liberal. But modern 
society has evolved in such a way as to prevent 
them from continuing to exist in such splendid 
isolation

Credit co-operatives have taken on increas
ing economic importance in most indus
trialised countries: the French Credit Agricole 
is today the largest bank in the world.

State intervention in economic and social life has increased. In several Third World 
countries the State has stimulated or strongly 
encouraged the creation of co-operative 
financial bodies, as part and parcel of its 
development policy. The desire of co-opera
tives to remain independent vis-a-vis the State 
must take into account the relations which 
have inevitably grown up between the two 
forces.

The Nature of the Relations between Credit 
Co-operatives and the State

These relations reflect the fact that credit 
activities are bound by strict rules, and that 
they are a public service. The activities of 
thrift and credit co-operatives fit into a 
twofold legal framework that relates at one and 
the same time to their status as both bank and 
co-operative.

In all advanced countries the State exercises 
dose control over banks. The banking system’s 
creation of credit is a basic tool of economic policy. Thus governments have progressively 
set up a whole network of controls and regu
lations to control the monetary system, and 
closely watch the distribution of credit because 
of the size of the institutions and the repercus
sions their failure would have on economic 
activity. It is of course essential to preserve 
and protect customers’ deposits which could 
be endangered by high-risk investment. These 
rules apply to co-operative banks as well as to 
other banks.

But co-operatives constitute a type of 
institution which is different from the classic 
private institution. Credit co-operatives inter
vene in sectors which ordinary banks had given up, and the legislation affecting them 
relates to their particular mission to further 
the development of co-operative agriculture, 
small industry etc.Because of the very specificity of the sectors 
with which credit co-operatives deal, the State 
often relies on them for certain public services. 
They constitute a tool of the State’s economic 
and social policy concerning private in
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dividuals or small and medium-size enter
prises, or may be used to facilitate the creation 
of agricultural or production co-operatives.

As a counterpart to arrangements favouring the collection of its resources, the French 
Credit Mutuel has incurred the specific 
obligation of financing local authorities. 
Concerning small and medium enterprises and 
handicrafts, the Banques Populaires distribute 
a certain amount of social credit on behalf of 
the State; they also control mutual guarantee 
companies, the State assuming trusteeship of 
the Professional Association of the Banks. 
(Cf. Papers presented by the CreV//> Mutuel 
and the Biwques Pophiaires.)

State aid to co-operatives has not always 
been channelled through co-operative banks. 
In some cases the State originally entrusted 
the management of its assistance projects to public bodies, among which the co-operatives 
were eventually included due to force of 
circumstances. The French Law of 5th August 
] 920 ended direct management by the State of 
aid to agricultural co-operatives, turning them 
over to a public body, the Caisse Nalionale de 
Credit Agricole (National Bank for Agri
cultural Credit), which is supported by a 
co-operative network of local and regional 
branches of Credit Agricole. It acts as a 
medium for the distribution of interest bonuses 
to farmers through the regional banks.

In the United States the National Consumers 
Co-operative Bank set up in 1978 is a public 
institution to support co-operative develop
ment. The government endowed it with a 
capital of 100 million dollars, which sum 
should reach 300 million dollars in the near 
future. The Bank will gradually transform it
self into a credit co-operative; the co-opera- 
tives will eventually designate all the members 
of its Board of Directors, when they have 
bought up the whole of the capital.

In Quebec the State has set up a financial 
body to promote co-operation, the Societe de 
Developpement Cooperatif (SDC), composed 
of representatives of the co-operative move
ment (which has a majority vote on its 
governing bodies) and of government representatives. Its function is to distribute State 
aid to non-agricultural co-operatives.

In France the Caisse Centrale de Credit 
Cooperatif (net up by legal decree of 17th June 
1938) is a semi-public body with a special legal 
status, constituted as a co-operative union 
whose capital is held by its users who are 
represented in all its proceedings. The public 
authorities were concerned to “co-operativise”

the Caisse while retaining the State as trustee 
of its operations; the State would also 
appoint its Directors. The aim of Credit 
Cooperatif is to contribute to the financing in particular of non-agricultural co-operatives 
(workers’ productive, consumer, retail, low- 
cost housing, artisanal, etc.) for which it 
receives resources from public funds (from 
the Fund for Economic and Social Develop
ment -  FDES), from private funds (bond 
issues with state-guaranteed premiums) and 
from the savings of its clients.

In the same way the French public autho
rities have, since the beginning of the century, 
supported the setting up of similar bodies, the 
Regional Banks for Maritime Credit, to 
further the development of artisanal maritime 
co-operatives. The governing bodies of the 
banks consist of representatives of artisanal 
fisheries. Representatives of these Banks take 
part in the work of the International Liaison 
Committee as members of the Credit Co
operative Union.

In Great Britain the executive members of the Co-operative Development Agency are 
appointed by the government as the Agency is 
entirely State funded.
Development of Thrift and Credit Co-operatives

Co-operative banks have gradually become 
important in most countries for two reasons; 
first, many of them have developed their 
activities to such an extent that they now 
occupy an important place in the banking system; their share of the market In the 
collection of resources as well as the distribu
tion of credit in the economy is of the order of 
30% in France; the Rabobank is the most 
important bank 'U the Netherlands. Also, 
since the older methods of controlling the 
economy have been abandoned in most 
countries, the co-operative banks have reached 
a po-jition where State assistance represents 
only a minor factor in their development. 
Certainly, historically speaking. State assis
tance (in the form of allowances, fiscal 
advantages) contributed to the widespread 
development of credit co-operation, but this 
assistance had its counterpart in specific 
obligations imposed on credit co-operatives.

Endowment of Credit Cooperatif irom pub
lic funds has diminished considerably in the 
past few years, and its resources now derive 
essentially from bond issues and the savings 
of its members. In addition its field of activity 
has extended to cover the whole social 
economy (associations and mutuals as well as 
co-operatives).
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In reality, the effectiveness of the co-opera
tive banks today lies essentially in the princi
ples which guide them -  pooling of users’ 
credit and guarantees, democratic management, non-profit making goal -  and not on the 
assistance (often considerably reduced) which 
they distribute on behalf of the State.

Thus Mr. Costabel stated at the General 
Assembly of the National Federation of 
Agricultural Credit held in October 1980, that the Federation’s surplus of 900 million francs 
was due, not to State assistance but to its 
efficiency and that of its local and regional 
banks.

The same is happening in some of the 
developing countries. While in most Third 
World countries thrift and credit co-operatives 
do receive State assistance and are subject to 
strict controls in furthering a development 
policy, in certain countries co-operative credit institutions, by increased mobilisation of 
their members’ savings, progressively supple
ment State aid. Relations between thrift and 
credit co-operatives and the State are, there
fore changing considerably in both the 
industrialised countries and some of the 
developing countries.

The current situation, especially in France, 
is a contradictory one and a source of conflict 
because administrative controls which were 
designed for institutions in their early stages 
continue to be imposed on major banks. In 
fact, older public institutions have become 
very close to co-operative banks insofar as 
their functioning is concerned.

Development in the collection of resources, 
technical proficiency and expertise, and a 
thorough knowledge of the sectors in which 
credit co-operatives are active, should make it 
possible to have purely contractual relations 
with the State.

Towards greater Independence
This evolution towards greater indepen

dence vis-a-vis the State would appear logical 
but has encountered various obstacles.

The principal one is the administrative 
tradition, which is particularly strong in 
France, of failing to relinquish powers held 
by the State even when the reason for these 
powers has ceased to exist. The officers of 
Credit Agricole decry the “anachronistic 
status” of their National Bank and “the State 
presence” in its management. The law on which the American co-operative bank was 
based, on the contrary provided for a develop
ment period after which the co-operative

movements would take over the bank’s capital and consequently its control.
However, account must also be taken of the 

position of certain members of the co-opera
tive banks, who fear that a loosening of ties with the State will lose them the management 
of such State assistance as they still hold, and which is still of incontestable advantage in the 
economic and social field. State aid irrigates a 
large part of the economy and assists its development and its adjustment to a constantly 
changing environment.

It is therefore legitimate that the public 
authorities should participate particularly in 
the advancement of co-operatives and, more 
broadly, of the social economy “since their 
management criteria and their participation 
are important elements, on the one hand in 
maintaining a competitive market, through 
their fight against concentration of capital and power, and on the other, through the strengthening of the very fibre of the democratic 
institutions necessary for the safeguarding of 
freedom and the autonomy of the citizen” 
(Jean Lacroix) and whose initiative is res
ponsible for creating jobs.

A reform in certain of the State’s methods 
of intervention could lead to the transfer to 
voluntary autonomous associations, of some 
of the activities which the State does badly, 
and thus to the “co-operativisation” of the 
State.

Recent experience in the installation of a 
financial mechanism to provide assistance for 
co-operative development, in the USA, the 
UK, and the Netherlands, has shown the need 
for State aid in this field.

Dispensing with doctrinal ideas and the 
purely legal analysis of various (often com
plex) situations, it is obvious that it is possible 
to reconcile the two aims of greater indepen
dence for thrift and credit co-operatives, and 
the maintenance of public aid, within a 
contractual framework. In this way the 
co-operative banks would achieve full working 
autonomy, limited only by the existence of a 
specific statute relating to their rights as 
companies, and by the constraints of monetary 
policies which would apply to them as well as 
to the whole banking system. By means of 
agreements with the State, they would find 
themselves responsible, under very precise 
conditions, for the management of financial 
aid on behalf of the State. This reform, which 
the co-operative movements find desirable, 
would lead to a new balance of power.

In France an advisory committee has been 
set up to propose new conditions governing
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the relations between Creclil Agricole and the 
State. The contractual solution envisaged must 
deal in particular with two difficult problems:

(1) the fact that management of public 
assistance on behalf of the State is by 
no means neutral as far as banks are 
concerned, since it enables them to 
profit from “call funds ’’whose “long- 
range effects” must be assessed and 
corrected;

(2) the limits imposed by governments on 
the activities of co-operative banks as 
counterpart to the advantages they 
receive. This is an important part of the 
debate opened between the State and 
credit co-operatives. It is obvious that, 
in France, the power acquired by 
Credit Agricole has enabled it to extend beyond the field of agriculture and 
towards the cities; the growth of Credit 
Miitiiel has led it to intervene, more 
discreetly and by means of its banks, in 
the industrial and commercial sector,

although its original activities were 
confined to individuals.

Thrift and credit co-operatives, while 
remaining autonomous with respect to the State, can distribute public aid under the best 
possible conditions, due to the following: 

—their mutualist character, in which users 
are involved in the management of the 
organisation within a framework of par
ticipative financial solidarity;

—the professional specialisation of most of 
them (artisanal, agricultural, social econ
omy, etc.);

—their strong tendency to decentralisation 
(local and regional banks, or regional 
departments).

In the general context of the debate on the 
sometimes meddlesome nature of State interventionism, a concern for efficiency ought to 
lead the public authorities to endorse a 
change under which thrift and credit co
operatives have demonstrated their capacity 
to handle full responsibility.

II. COLLABORATION BETWEEN CO-OPERATIVES FOR INCREASED SOLIDARITY AND THE GUARANTEEING OF DEPOSITS
The General Problems of Thrift and Credit 
Co-operatives

Primary thrift and credit co-operatives 
(geographic or professional) must collaborate 
to avoid difficulties in connection with both 
credit (distribution and quality of the risks 
involved) and resources (security and liqui
dity).

Geographically speaking, the Credit Mutue! 
banks, limited to a town, a small area, or a 
homogeneous group, -  and the Credit 
Agricole local banks, are heavily dependent 
on the regional situation

Professionally speaking, extreme specialisa
tion in one sector (maritime fishing or agri
culture, for example) makes the credit co
operative largely vulnerable to the uncertainty 
of the factors affecting that sector.

On the question of exceptional risks, there 
are two problems: the impossibility of 
correctly evaluating an exceptional risk, and 
the impossibility of a single bank taking on too 
great a risk.

The remedy to these problems is financial 
federation.

Thus 3,000 cantonal banks of Credit

Agricole are federated into 94 regional 
co-operative banks which are the operational 
cells of the organisation. At the top is the Credit Agricole National Bank which com
bines the resources and distributes the funds 
collected in the form of advances to the 
regional banks and the Credit Agricole 
National Federation formed by the regional 
banks.

For the Banques Populaires, their Central 
Bank and their Professional Association carry 
out the same function with respect to their 
Regional Banks and Mutual Security Associa
tions (see Report submitted by the Banques 
Populaires).

A  strong federal body representing, by 
virtue of the principle of subsidiarity, the 
primary banks makes possible a general policy 
for the whole organisation and the operation 
of mechanisms indispensable for the guaranteeing of deposits.
The Problem of Risks in connection with 
Non-Financial Co-operatives

This problem is more specifically the 
concern of institutions whose job is to help
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finance other co-operatives, such as thrift and 
credit co-operatives totally or partially in
volved with agriculture, or an institution such 
as the Credit Cooperatif'm the non-agricultural sector. The problem has two aspects: col
laboration between different types of co
operative, and between the same type of 
co-operative.

The originality of Credit Cooperatif in 
France lies in its inter-cooperative nature: 
its members belong to co-operative movements 
of various professional sectors (workers’ 
productive, consumer, retail, low income 
housing, maritime, etc.) and, more broadly, 
to social economy bodies (associations, 
mutuals, etc.).

The very diversity of its membership 
permits the Credit Cooperatif to divide its 
risks and thus to protect itself in advance against hazards arising from too great a con
centration in a single sector. It also helps to 
even out the differences in the position of the 
various sectors. Lastly the Credit Cooperatif 
is in a position to play a predominant role in 
ensuring financial complentarity within the 
social economy between those components 
which have financial reserves available and 
those which, by the nature of their activities, 
require capital.

Credit Agricole on the other hand finances 
the agricultural co-operatives as a whole 
(grain, dairy, fruit and vegetables, meat, sugar, 
wine, etc.); it has also diversified its activities 
through expansion in the field of agro-ali- 
mentary industries, in the whole rural area (notably handicrafts), and in strengthening its 
international position.

Concerning collaboration between co
operatives of the same type, the co-operative 
bank must work in close association with the 
national organisations that regroup co-opera- 
tives by sector. Credit Cooperatif, by very 
reason of its status as a credit co-operative, 
made every effort to devise modes of action in 
this spirit, which assume two forms: the 
co-operative framework, and financial assis
tance.

The co-operative framework derives from 
the idea that a national federation comprising 
various types of co-operative must provide a 
framework that will enable its members to 
effectively achieve their economic and social 
goals while respecting their autonomy. Such a 
framework has two basic components:

—financial auditing: an independent body 
at federation levelregularly and systemati
cally analyses the co-operative’s manage
ment;

—technical assistance: the federation sets up 
an assistance section, which includes 
high-level experts familiar with the 
technical and financial problems of the co-operative of a given sector and able to 
help each of its members solve difficult 
problems or draw up development plans.

These two tools are a concrete illustration of 
co-operative solidarity, since they emanate 
from the federation and they are financed by all its members according to their means and 
not their use of the services. In this way the 
large prosperous co-operatives can contribute 
to helping those which are smaller or less 
prosperous.

The co-operative framework therefore 
constitutes an important element of co-opera
tive specificity, of which any analysis must take 
account: it provides for an evaluation of the risk element very different indeed from that of 
the classical banker, primarily due to the 
involvement of democratically elected re
presentatives of the prospective borrower’s 
own movement.

But the framework takes its importance 
from the financial assistance contributed by 
each movement, which may assume two 
entirely different forms:

—the contribution of an organisation’s own 
funds;

—the mutual guarantee of medium- and 
long-term risks.

Some co-operative movements (workers 
productive, maritime) have set up growth funds which they manage, supplied by mem
bers’ subscriptions and used to buy participa
tion in co-operatives which need money. Such 
participation is generally seen as temporary, 
until either the co-operative is in a position to 
repay the assistance received, or it fails -  in 
which case the money is lost.

Such participation can also take the form of 
advances to members.

The use of the foregoing is often indispens
able to the co-operative banker since it makes 
possible a financial plan involving a well- 
balanced use of capital and borrowing.

The second case involving a mutual 
guarantee is extensively used in France in 
various socio-professional categories; the 
mechanism varies.

Within the co-operative framework, the 
mutual guarantee is a form of technical 
assistance. It is only used, therefore, when the 
risk covered is the result of an operation 
sanctioned by the federal bodies. This con
cerns two non-agricultural co-operative sec-
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tors which do not have a structure of par- Maritime have set up mutual guarantee
ticipation in own funds: (1) social housing; systems, regionally as well as nationally,
(2) consumer co-operation, which does have which provide for mutualisation of risks
a system of internal participation. between the regional banks. These twoIn the agricultural and maritime sectors, organisations also act as advisers to co-
respectively the Credit Agricole and Credit operatives.

Solidarity, the basis of all co-operative institutions, has made it possible in the financial 
field to put into operation efficient means of guaranteeing depositors within the various move
ments, although solidarity between the movements remains limited.

The specialisation of co-operative credit institutions should be maintained, since it facilitates 
risk evaluation. But the changes which have led thrift and credit co-operatives to organise 
federally in order to share risks and diversify resources must continue to evolve, in a context in 
which banking structures in Europe and throughout the world are become concentrated and 
internationalised.

The complementarity of thrift and credit co-operatives, both on the national level (taking 
into account the diversity of each of their memberships) and internationally, should encourage 
closer links bstween their federal and central organisations.

Presented by 
J. P. MIEGE 
G eneral M anager
Banque Centrale des Cooperatives et des Mutuelles, France

CO-OPERATIVE RISKS AND SOLIDARITY IN CONSUMERS’ CO-OPERATIVES IN FRANCE
In France, as in other European countries, French distribution groups, with a con-

the Consumers’ Co-operative Movement had solidated turnover figure in 1980 of 22 billion
its origins in the industrial development taking francs.place at the end of the XlXth century. Since The sales apparatus managed by the regional
that time thousands of co-operatives, spon- societies -  a total of 6,700 sales points -
taneously created by consumers in industrial is very diversified, ranging from small travell-
and rural regions for the protection of their ing shops serving the countryside to large
purchasing power in essential goods, have hypermarkets (40), and comprising super-
progressively consolidated so that today they markets (330) and department stores (55).
form a Group of 20 large regional societies In addition COOP-FRANCE carries out,
supported, at the National level, by centra! through its commercial centre, considerable
organisations: federative, commercial or in- production activities, manufacturing more
dustrial, and financial. than 150 products under its own brand name

In an ever-increasingly strong and com- in 14 factories,
petitive environment, French Consumers' During this stage of development, the
Co-operatives during the last ten years have regional co-operatives had to face up to an
entered upon a phase of vigorous development intensive investment pattern (around 2% of
accompanied by modernisation of their older the turnover figure on the average, over
shops and of their wholesale services (ware- several years), for which their traditionalhouses and transport). This expansion phase, financial resources -  based on auto-financing
which followed a long period of reasonably and the recruiting of members’ savings -  didanxiety-free stability, has had a salutary not suffice. At the same time, working margins
influence on our Co-operative Movement, became smaller, due mainly to competition
which has been able to maintain its share of and the business situation, lowering the
more than 3% of the French distribution societies’ financing capacity. Whereas, prior
market, a rate which appears to be rather low to 1970, net auto-financing covered about 80 %
but which ranks us second among the large of needs, this figure has been reduced to less
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than 50% during the last five years. Regional 
co-operatives have therefore sought the 
Group’s support for the financing they lacked, all the more so as a French Law of 1972, 
restricting the recruitment of public savings, 
further reduced the resources they were able to 
procure from their members.

The support of the central organisations and 
the solidarity of the Group is made even more essential by the fact that certain regional 
societies, as well as one central organisation, 
have not come through their growing phase 
well and have, for several years, been going 
through a period of difficulty, illustrated in most cases by a (temporary) negative balance 
and an unbalanced financial situation.

To provide these organisations with all 
possible means for recovery, the national 
authorities of the Co-operative Movement 
have set up methods and procedures as follows:

—to provide logistic support at the “mastery 
of risk” and “management for recovery” 
level:

—to consolidate the financial situation from the standpoint of assistance, and of 
gurantees to external lenders;

—and, where necessary, to make up 
deficiencies in vital expansion investments 
which the society is unable to take on for 
the moment.

Logistic Support for Management
This is most often provided in the case of insufficiency or weakness of the human 

structures available in the society, and takes 
the form of a management and assistance 
contract concluded between the latter’s 
Board of Directors and the specialised central 
organisation. Appropriate human resources 
are provided in the co-operative, in agreement 
with and under the close control of the 
National Management Society, along with a 
procedure generally comprising four suc
cessive phases:

—a thorough analysis of the causes that 
have led to the deterioration;

—the drawing up of a recovery plan;
—the putting into operation of means for 

this plan;
—the following up and supervision of its 

execution, with application of corrective 
measures.

Thus the society is placed under the “man
agement guardianship” of a central organisat
ion, an essential condition before it can receive 
financial and technical support from the

Group and take advantage of the latter’s joint guarantee.
Consolidation of Financial Structures

The benefit of these measures usually 
originates in the preceding phase for, very 
often, a regional society in difficulties is 
obliged to call upon the support of the Co
operative Movement under the pressure of a 
financial situation that has deteriorated to a 
point where it is no longer possible to find the 
means for recovery, or even the continuation 
of its activities.

Within this context, the Banque Centrale des 
Cooperatives et des Mutuelles, the Co-opera
tive Movement’s Banking Organisation, plays 
a determining role: in addition to its usual 
position as banking leader of each regional society, in which capacity it grants the normal 
short- and medium-term operating credits, it 
takes the initiative -  within the scope of the 
recovery plan set up -  for certain specific financial arrangements (short-term relay 
credits or consolidation credits), either with 
other bankers external to the Society, or with 
other specialised bodies of the Group. Thus, 
the lease-credit societies created by the 
Co-operative Movement can intervene pri
marily at the real estate and equipment 
investment level, by either direct leasing or 
lease-back, when the Co-operatives’ level of 
indebtedness, as compared with its real estate 
assets and as compared with its own net funds, 
reaches a maximum threshold.

For the guaranteeing of these leasing opera
tions as well as of the consolidation credits 
granted by the banks, a national co-operative 
guarantee body, the Bureau de Cautionnement 
Cooperatif (B.C.C.), then intervenes, whose 
capacity is represented by a large initial capital 
and by a collective endowment fund built 
up from the annual contributions of the whole 
Group. The B.C.C. provides lenders with 
an undertaking by signature on the debt in 
capital, or on the satisfactory termination of 
rents in the case of lease-credit.

In the event of a co-operative society’s own 
funds having been encroached upon through 
deficient management -  fortunately an extreme 
and very rare case -  the intervention of another 
appropriate body the Caisse de Garantie des 
Cooperatives de France (C.G.C.F.), may be 
necessary. This is carried out in the form of a 
participative loan to the society, a sort of long
term credit which can be assimilated into own 
funds without conferring the same rights as the 
registered capital, and remuneration for which 
is in part charged to the balance of contingent

187



profits. It can also take the form of a tem
porary purchase of fixed assets (the co-opera
tive shares of the group for example), for the 
purpose of reviving the beneficiary’s cash position and providing it with fresh borrowing 
capacity through the improvement of its 
financial working capital.

The C.G.C.F. is also funded through a 
system of annual contributions based on the 
turnover figures of the regional societies and 
the central organisations. It should be noted 
that in the present period of high rates, the 
C.G.C.F. sometimes grants interest allowances 
on long-term loans to societies in difiiculties, 
so as to reduce the effect of the financial costs 
on their management expenses.
Staging Relays of Expansion InvestmentsApart from the assistance and support 
system developed by the national co-operative 
structures, it may happen that a regional 
society has on its files one or more large investment projects (such as a shopping 
centre) which it is unable to put into execution 
because it lacks the technical means or the 
necessary financial resources.

If the opportunity is a really good one, on 
account either of the co-operative nature of 
the site or the expected profitability of the 
operation, then the Group will take charge of 
the whole project through a specialised 
subsidiary, the Union Cooperative de Super- 
marches (U.C.S.M.), which will carry out the 
research and implementation, provide the 
financing and be responsible for management 
after the opening of the centre, in place of the 
original society.

In certain cases, a contract between the

U.C.S.M. and the local society will provide 
for the eventuality and conditions of the 
subsequent return of the venture, once launched, to the local society, if in the mean
time it has become capable of managing such a 
unit. Five such large shopping centres are 
today in operation under the U.C.S.M.'s 
management under this formula. The financial 
arrangements for such operations call for the .same type of intervention as those for the 
financing of regional societies, involving the 
Group's banking, guarantee and lease-credit 
partners, but the risk is shifted to the national 
level and assumed by the entire Co-operative 
Movement as shareholder of the U.C.S.M. subsidiary.

This very efficacious structure has beea 
particularly useful for the development of a co-operative presence in urban zones where it 
was previously lacking.The manifestation of solidarity and the 
mastering of collective risks in the French 
Co-operative Movement, and its unity in face 
of a hostile environment, are not therefore an 
empty abstraction. Under the constant 
stimulus of their policy bodies, in particular 
the National Congress, the regional co-oper
atives have gradually come to understand the 
advantages of collective security, and have 
provided themselves with the structures and 
procedures that have made it a reality.

Nevertheless, in a field of such complexity, 
it would not be possible to ensure the essential 
co-ordination of the whole structure without a strong Executive Committee to give expression 
to the vitality of this democratically affirmed 
determination, and a co-ordinating supervisory 
body in which the actual beneficiaries of the 
system participate.

Presented by
Jean DESVERGNES* 
Banques Populaires, France

BANK?—OR CO-OPERATIVE BANK?
The satisfaction of our members’ needs 

under the most favourable conditions is 
clearly the very basis and reason for existence 
of our co-operatives, as it is for all co-opera- 
tives.

The most serious difficulty we encounter is

that of reconciling the technical means of 
providing this satisfaction, with the purely 
co-operative requirements of democratic 
expression by our members and the preservat
ion of the co-operative spirit.

This is particularly true in the case of thrift
»M . D esvergnes is President o f  the French People’s Bank fo r N a tional E ducation  (C A SD EN -B P), V ice-C hairm an o f  

the C o-ord inating  C om m ittee fo r M utualis t and  C o-operative N ational E ducation  Activities (C .C O M C E N ), and  
m em ber o f  the People’s Banks Syndicate Council.
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and credit co-operatives, particularly at the 
present time of rapid economic and teclinical 
change.

We believe that the necessary adaptation, 
the meeting point between the two apparently 
contradictory requirements of a successful 
bank and a genuinely co-operative movement, 
is not something which is natural and almost 
automatic but rather the result of continuing 
vigilance and conscious actions.

We believe that it is no more possible to 
avoid being in the lead as regards development 
of our banking tools, their reliability and their 
results, than it is to sacrifice the principles that 
are the very basis of our co-operative existence.
Co-operative Banking Institutions and Tech
nological Change

It might be thought at first sight that our worries concerning the technical aspects of 
banking are the same as those of our com
petitors in the profit-making sector, but this 
ignores certain facts.

First of all, we certainly wish to provide the 
best products and the best services for our 
members, and this requires a banking tool 
that operates perfectly as well as strict manage
ment. But at this technical level we also start 
oflf with a certain number of inherent handi
caps which may affect our costs.

The first of these handicaps -  the most 
obvious and the least serious -  is the actual 
cost of our co-operative activities: members’ 
meetings, provision of information to mem
bers, the operation of elected bodies, etc. ~ all 
of which give rise to expenses which do not 
exist in other types of credit institution. The 
same applies to the additional expenses due to decentralisation.

The second and more serious handicap is 
the generally modest level of our client- 
members: it is obviously more costly to manage 
ten deposit accounts or loans totalling a certain 
amount, than to manage the same amount 
represented by a single deposit or loan.

The above may appear obvious, but it would 
be dangerous to ignore it when determining 
policies and the means of implementing them, 
especially at the present time when a data- processing and telematic technological re
volution is under way.

We must provide ourselves, as rapidly and 
as fully as other institutions, with the new 
information and communication resources. 
This requires that we find the necessary 
compromise between autonomy of our struc
tures and the group cohesion essential for full 
efficiency -  1 was going to say profitability.

This is a characteristic example of how 
technical requirements may have a direct 
influence on co-operative action in one or other of its fundamental aspects -  in this case 
the federal aspect.

The problem was not born with the arrival of 
electronic data-processing; it has existed since 
the founding of the first co-operative. It is 
simply that the acceleration of technological 
change -  concurrently with the accentuation 
of mass phenomena -  has made it more acute 
and more immediate.

We must therefore continue the fight -  not 
so much for the co-existence of a perfect 
banking tool and a genuinely co-operative 
movement, but rather for a perfect banking 
tool at the service of the co-operative move
ment.

Such is the direction of the efforts being 
waged by the Groupe cle.s Banqiies Popiilaires 
for “Co-operative Renewal” and the pro
motion of its members.
Member Participation

It is not possible to remain abstract in this 
field, or to confine oneself to pious wishes. 
Participation is not a natural instinctive 
attitude for the large majority of our members, 
and we cannot in the short and medium term 
force them to take an active part in the life 
of their bank. Nevertheless it is our duty to 
give this possibility to those who so wish, and 
to inform all our members, as fully and clearly 
as possible, on our policy, its motivations, its difficulties, its methods and its results. There 
are also of course continued efforts to widen 
the circle of those who wish to make such 
matters their concern and to participate.

Bearing this in mind, we must strengthen 
our participation structures and, if necessary, 
create new ones. The People’s Banks Group 
has thoroughly studied the question in an 
attempt to determine how to achieve what it 
has called “Co-operative Renewal”, although 
aware of the current tendency towards 
excessive individualism, even egoism -  an 
"each for himself” attitude which runs parallel 
with a desire for solidarity, reciprocity, and a 
demand that consideration be given to the ideas of each and all.
Instruction as a means of Better Information

In this connection I have no intention of 
describing the many experiments carried out, 
but would like to list a few of the difficulties 
encountered.

The first principle to become evident is the 
need for demonstrating and continuously
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Israel
Presented by  
Gil SHAAL 
E uropean Representative Bank Hapoalim, Israel
A. THE CONCEPTUAL FRAMEWORK

A discussion of the Israeli co-operative 
financial institutions will need a conceptual explanation and some background notes, to 
enable a valid comparison with similar 
institutions in other societies. The Israeli co
operative movement is of a very unique 
nature. Although it is based on the general 
principles that guide the international co
operative movement in all other societies— 
with obviously different political structures— 
the Israeli movement has developed into a phenomenon with some specific social and 
economic features. These features have also shaped the rather young society which has 
emerged in what is known as the State of 
Israel.
Origins

The development of the co-operative 
economy in Israel—and, for that matter, of 
the pre-State economy—differed from that of 
the European countries, primarily because of 
the different conditions under which its 
ideological foundations were formulated. In 
Israel, co-operation was born in a backward 
economic environment—with a non-industrial 
society—rather than in a developed indus
trial society. Because of this, its primary 
objective was not to find solutions to the 
problems of an existing working class; rather, 
it was to create and develop such a class 
from its very beginnings. Because of dif
ferences in social and economic circumstances 
there were also considerable differences in the 
methods of operation between the Israeli and 
European co-operative movements. Neither 
the micro-cooperative structure nor the 
macro-cooperative one, relied on the exper
ience of other countries. This may possibly 
explain the development in Israel of the co
operative concepts that are linked to basic socialist concepts and which ultimately led to 
the establishment of this unique movement. 
In addition, the Israeli co-operative move
ment differs from those in the less developed 
countries mainly because of its strong 
political-ideological motivation, which did 
not always exist in the movements active in 
those countries.

Structure and Ideology
The co-operative economy in Israel—also 

known as the Labour Economy—has a 
specific structure which has had a tremendous 
impact on the very structure of the Israeli 
economy. The co-operative economy, through 
all its exponents, controls about one-fifth of 
the country’s wealth—in terms of Gross 
National Product, economic activity and 
employment. The co-operative movement is 
part and parcel of the Trade Union move
ment, represented by the Histadrut—Israel’s 
Federation of Labour. The co-operative agricultural societies (represented by the well- 
known kibbutz and moshav), the main 
consumer societies, the large industrial 
enterprises and the major financial instit- 
tutions of the co-operative movement, are all organised within the central organisation 
known as Hevrat Haovdim—literally meaning 
the “Workers Society” or the “Workers 
Corporation”—which also performs the 
function of the holding company of all these 
enterprises. These economic units are either 
owned by, affiliated to, or administered by 
Hevrat Haovdim which is legally a co
operative association in which every one of the 1,300,000 Histadrut members is a partner. 
Because of its democratic governing pro
cedures—every four years there are general 
elections for its governing bodies—Hevrat 
Haovdim is one of the most sophisticated co
operatives in the world. Its organisational 
structure has enabled it to create a very 
sophisticated controlling machinery over its 
enterprises, by providing it with adequate 
checks and balances within the large organ
isational framework laid down by its ideology 
adopted more than 60 years ago and adjusted 
as time went by.

The ideology of this movement has had the 
most intriguing influence over the develop
ment of the co-operative economy in modern 
Israel. This ideology, which originally envis
aged the development of the working class 
within a co-operative economy, has been 
able to adjust itself to the most modern 
developments of society, without infringing 
upon the basic principles of the philosophy 
that guided its founders.
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Modern Development
The main modern development is possibly 

the contraction of the number of institutional 
units which has led to the creation of the large 
co-operative organisation. Thus, consumers co-operation changed its form; small stores 
were liquidated to create large regional 
centres; credit co-operation—one of the 
impressive achievements of the co-operative 
movement in the country—was absorbed by 
Bank Hapoalim which is today the major 
financial institution of the co-operative move
ment as a whole, as well as one of the largest 
banks in the country. To illustrate this 
development: in 1949 out of the 114 banking 
institutions in Israel 92 were Co-operative 
Saving and Loans Associations. In 1980, out 
of 23 large banking institutions operating in 
Israel only two Co-operative Saving and Loans Associations have survived. This does 
not imply that the functions performed by the 
small credit and loan associations have been 
neglected or have become redundant within 
a capitalist economic framework. The real 
meaning of this development is that the 
average consumer, a former member of a 
small co-operative, is acquiring the services 
needed for his financial activities at a modern 
financial institution, which is ultimately con
trolled by a co-operative society democrat
ically governed—of which he is a member 
—and which delegates authority to experts 
in the specific field.
B. THE CO-OPERATIVE BANKING 

INSTITUTIONS 
Institutional Inter-relationships

The co-operative financial institutions are 
obviously the primary supporting bodies of 
the co-operative movement as a whole. 
Nevertheless, these institutions also cater for 
the whole economy, as for that matter the 
co-operative enterprises obtain financial 
services from the general banking system of 
the country as well. Although commercial 
criteria will always prevail, it is generally 
accepted that within the co-operative economy 
there is a positive economic inter-relationship 
between the various enterprises. Thus, for 
example, should a consumer society build a 
new supermarket it is customary that it will 
first approach the co-operative construction 
company, seek financial backing from the 
co-operative mortgage bank, order its equip
ment from a co-operative enterprise and 
insure it with the co-operative insurance 
company. It is assumed that preferential deals 
are made among the enterprises themselves

and that they will require the services of the 
non-cooperative sector only as a second 
choice. At the end, the consumer, namely the 
member of the ultimate co-operative unit, must benefit from this system.

The illustration is obviously simplistic and 
theoretical. In a free economy—as in Israel—■ 
deals are made on a practical commercial 
basis, but at the same time, by virtue of the 
structure of the co-operative system such 
arrangements are very common.

In Israel’s pluralistic economy the role of 
the co-operative financial institutions—banks, 
insurance companies, pension and provident 
funds, investment companies, etc.—in the 
overall economic activity is very much 
dependent on the principle of competition. 
The very existence, the success and profit
ability of the co-operative financial sector, 
lies in its capacity to compete with the other sectors in the economy. It has to be efficient, 
it has to be innovative and it has to perform 
a social role which is not normally catered for 
by its ‘non-ideological’ competitors. The 
main exponent of this financial activity is 
Bank Hapoalim.

Bank Hapoalim
Bank Hapoalim—which literally means the 

‘Workers’ Bank’—was established in 1921, 
immediately after the foundation of the 
Histadrut, with as its objective “to assist, 
strengthen and aid financially and otherwise 
all the areas of work, the institutions, associations and groups of workers of all types 
who have organised themselves in order to 
improve the condition of their members on 
the basis of co-operative principles.” During 
its first year of operation, the Bank did just 
this.

A quote from one of the leaders and father- 
founder of the Israeli labour movement who 
wrote on the Bank’s achievements in the late 
1930s describes the Bank’s status within the 
movement:—“We consider Bank Hapoalim 
the central institution of our economic and 
social creativity. It is not the objective of this 
bank to assist the individual worker with 
charity, nor is it its purpose to assist the 
individual so that he may improve his lot and 
surpass his colleagues, freeing himself from 
their class as an individual. Bank Hapoalim 
is the financial institution of the working 
class, and its desire is to serve the working 
class in its entirety. Its objective is to assist 
the whole workers community in the creation 
of its co-operatives, in its desire to acquire
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proving to members that their interests are 
protected by the activities of their co-operative.

This is not easy to do, in a context in which 
these members are more Hkely to mistrust 
banks in general and will not easily admit that oiir banks are “not like the others” .

The necessary information/instruction effort 
is therefore essential and considerable. It is 
made more difficult by the fact that it must 
appear different from the masses of advertise
ments of all kinds that swamp the people to 
whom we are directing this information.

It is neither possible nor desirable that our 
effort be conspicuous for its volume, its intensity or the spectacular nature of its 
formulation. Our information should there
fore be sufficiently clear and precise, and above 
all honest, to fulfil the expectations of those 
members who wish to understand -  not bank
ing techniques, but the reasons for choices made, rates imposed and the various other 
banking requirements.

But above all, this information effort should 
not be an end in itself: it is merely to enable 
members who so desire to take an active part 
in co-operative life, not only by providing 
them with the means to understand the actions 
carried out and thus to approve or disapprove 
them, but more especially by offering them 
something while at the same time making 
demands on them. It is this reciprocity which 
gives co-operation its prime value, and which 
we often fail to utilse. We certainly consider 
that we owe service to our members, but we 
are hesitant to ask them outright for something in return.
The Problems of Federated Activities: Auto
nomy and Group Cohesion

We have already pointed out the extent to 
which technological evolution stimulates a 
tendency towards centralisation of resources.

It is essential that we use the most efficient 
and modern methods of operation, but it is 
also essential that we preserve the autonomy 
of individual structures. This balance is 
constantly challenged. We should remember 
that it is easier to be co-operative at regional or 
socio-professional level than in a vaster and 
consequently more anonymous entity, and 
furthermore that certain types of equipment

and investment necessitate a certain volume 
and level of activity.

The balance between these two require
ments is difficult to achieve. On the one hand 
it comes up against habit, against “organisational patriotism”, and the problem of 
individuals: anything resembling “delegation 
of sovereignty” is received with instinctive 
mistrust. But on the other hand it would be 
just as dangerous to centralise where this can 
be avoided, to use the pretext of co-ordination 
unnecessarily to impair the autonomy of 
primary organisations so that they become 
passive structures receiving assistance, in
capable of initiative or decision-making.

It is necessary to determine precisely what 
comes under general policy, to be decided 
upon collectively and applied by all, and what 
is to be placed under the heading of technical 
problems, to be dealt with individually in parallel, homogeneous or identical ways.

For the rest, in particular the membership 
activities, flexible structures must be devised 
at local, regional and socio-professional 
level, so that the greatest possible number 
of co-operators may participate.
Conclusion

I have perhaps placed undue emphasis on 
the difficulties we encountered, which are 
encountered by all who strive to make our 
institutions into successful banks on the one 
hand and genuine co-operatives on the other. 
This is partly because I think we should not 
take too rosy a view of the milieu in which we 
work, but must attack the problems with our 
eyes open.

But it is also perhaps because the people to 
whom we are appealing are mistrustful of 
untimely words and romanticism. Like their 
forefathers they need ideals, but the ideals 
must be credible and based on reality.

It is for us to make sure that they are not 
disappointed and to demonstrate -  through 
our structures, activities and successes, the 
service we render and the real participation of 
our members, the harmony existing within 
and between our institutions, our solidarity at 
international level -  that the co-operative ideal 
remains a profound reality, not only for the 
past, but also for today and for tomorrow.
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new economic positions, to discover and to create new work opportunities.”*
Development and ActivityBy doing just this the Bank has succeeded over the years in penetrating all facets of 
economic activity in Israel. With the rapid 
expansion of Israeli economy, following the establishment of the State in 1948, Bank 
Hapoalim’s scope of activity expanded into all spheres of credit and investment. The 
Bank has acquired a large number of smaller 
Co-operative Saving and Loan associations, 
incorporating them into the overall Bank’s 
branch system thus providing the small com
munities with a better service, putting at their 
disposal larger resources and participating in 
the development of new enterprises. In 
addition. Bank Hapoalim has set the pace and 
standard for all other banks in Israel regarding service to the consumer.

With the aid of the Trade Unions, who 
over the years have established a large net
work of pension funds covering all sectors of 
the economy, capital has been accumulated by the financial institutions of Hevrat 
Haovdim to be invested in development 
projects. The Bank administers the utilisation 
of these resources and in turn provides the co
operative economy with a sound financial basis for running its business. It was Bank 
Hapoalim that promoted the idea of pay
ment of wages and salaries into the working 
people’s checking accounts and today almost 
90 per cent of Israel’s workforce receives its 
wages through the banks and the majority 
through Bank Hapoalim. This has obviously 
generated savings and has enabled the banks 
to provide the individual customer with financial means at need.

At the same time, various savings schemes 
have been initiated, catering specifically for 
small savers, creating resources which have 
enabled the Bank again to provide financial 
means for its customers. By having the 
advantage of scale, these investments have the 
best guarantees available and the minimum 
of risk for their depositors. In general, it is 
observed in Israel that the contact between 
the average consumer and his bank is much 
more personal and covers a larger variety of 
services than in many other Western societies, 
thus preserving in a way the traditional 
relationship of the small co-operative bank 
of the past.

These activities of the Bank lead to another
*Berl K atznelson , W rilings, V ol. I , p . 347 (H ebrew ), 
quo ted  in A b rah am  D anie l, L a b o r  E n terp rises  in Israel, 
Vol. ]I , Jerusalem  A cadem ic Press, 1976.

point: economists and politicians sometimes 
argue that the co-operative sector is not as 
efficient as the private one. In Israel it has 
been proved that this is not necessarily so. 
Bank Hapoalim is a very efficient bank, if not the most efficient in Israel. For example, 
having the most sophisticated computer 
system it has been able to introduce the ‘on- 
time-service-system’ meaning that the con
sumer can get full service at any one of the Bank’s branches all over the country.

Today, Bank Hapoalim is a large inter
national bank operating through 320 branches 
in Israel and some 40 branches and offices 
throughout the world, with total assets 
employed by the Group at the end of 1979 
of well over US SI4 billion, providing all 
kinds of financial services to the community 
at large. Its profit achievements are com
mendable and its investments record is impressive. All this is a source of strength 
which, in its turn, provides the co-operative 
sector with the kind of support it needs for its 
development in the service of society.

In addition, Bank Hapoalim has very extensive relations with other co-operative 
banks around the world. The most important 
one is the Israel Continental Bank, a joint 
venture with the Bank fiir Gemeinwirtschaft, 
which deals mainly with international trade. 
Bank Hapoalim also has relations with co
operative banks in several Latin American 
countries where a variety of technical 
assistance services have been provided during 
the years.
The Co-operative Economy and the State

In developing its activities Bank Hapoalim, 
as well as the co-operative economy as a 
whole, has over the years encountered a 
positive attitude on the part of the State. 
Those Governments that were politically 
close to the Labour movement have encour
aged and aided the development of the co
operative economy which, on its part, has 
undertaken many tasks in the field of 
economic development that at the outset had 
only long-term prospects. Thus the co
operative economy pioneered the establish
ment of industrial enterprises, consumer co
operatives and co-operative housing projects 
in developing areas, assuming not only the 
entrepreneurial function but also a large part 
of the financing as well as the administration 
of these projects. At the same time. Bank 
Hapoalim was the first to open up branches 
in developing areas. From another point of 
view, the financial aspect of these activities
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necessitated a large degree of co-operation between the State and the Bank regarding the 
allocation of resources.

These inter-related activities have created 
a special relationship between the State and 
the co-operative movement providing mutual 
benefit to both parties. At the same time, the 
Labour Economy has preserved its inde
pendence, somelimes accused by the general 
public of becoming a power centre in its own 
right. Such reactions were inevitable, mainly 
because of the extent of the Labour 
Economy’s activity. Moreover, in a demo
cratic political environment, ideological con
tests are common and lead to increased

participation of the general public in the 
shaping of the economic activity.
Conclusion

On the whole, the co-operative sector has 
maintained its role in the service of the 
general public. In its enterprises the profit factor has served mainly as an incentive for 
efficiency rather than as a source of dividend. 
By promoting this principle, the integrity of 
the ideological basis has been preserved. And 
in this respect, the success of the co-operative 
economy's operations depends ultimately 
upon its ability to adjust constantly to the 
challenges posed by these changing times.

United Kingdom
Presented by 
David C. MAXEY 
D irector and General M anager 
Co-operative Bank Ltd., U.K.

One of the fundamental principles of the 
Rochdale Pioneers was that co-operation 
should be extended to all sectors of economic 
activity, and this was naturally taken to 
include banking. And as it is generally regarded as the home of the modern co
operative movement, it is particularly appro
priate to examine co-operative banking in 
Britain.
Co-operative Bank: tiie Bank of the Co
operative Movement

The Co-operative Bank was originally 
established in 1872 as the ‘Loan and Deposit 
Department’ of the Co-operative Wholesale 
Society (CWS) which itself had been set up 
in 1863. The Bank remained a Department of 
the CWS (although adopting the title of 
CWS Bank from 1876) until 1971, when, by 
means of a special Act of Parliament it was 
established as Co-operative Bank Ltd, an 
entity legally distinct from its CWS parent.

However, the structure of the British co
operative movement is such that the control 
of the Bank’s capital remains with the 
individual members of co-operative societies. 
Thus, the Bank’s authorised capital, of 
£8 million, is held by the CWS. In turn, the 
capital of the CWS is contributed, on a pro 
rata basis, by the local co-operative retail 
societies, themselves controlled by their

individual members—totalling over lOi mil
lion persons—who provide the societies’ 
capital, and so complete the ‘democratic 
chain’.
The Banking Relationship

The original purpose of the Bank’s estab
lishment was to provide financial services to 
the growing retail societies. As new societies 
were set up there was need for a body through 
which funds from mature societies able to 
generate surpluses could be channelled to 
assist in the development and extension of the 
co-operative movement; the Bank fulfilled 
this requirement.

Today, one of the primary purposes of the 
Bank’s activities remains that of meeting all 
the financial needs of the movement. Apart 
from the basic but essential money trans
mission services provided by the Bank to cooperative societies, it also provides inter
national banking facilities, merchant banking, 
through the wholly-owned Co-operative 
Commercial Bank Ltd, leasing services, both 
‘in house’ and through the publicly-quoted 
hire-purchase subsidiary, FC Finance Ltd, 
and, through a new subsidiary company 
Co-operative Investment Management Ltd 
set up in association with SG Warburgs, a 
pension fund management service.

The Bank also operates an in-store credit
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card scheme on behalf of societies. Holders of the ‘Handycard’ are entitled to credit of 
up to 20 times an agreed monthly payment 
provided that goods are purchased from co
operative stores. The Bank finances the 
scheme, eflfectively releasing valuable working 
capital to the societies, who also benefit from the encouragement of trade.

The link between Bank and societies is a 
symbiotic one for the societies, as well as 
being the Bank’s customers, also act as its 
agents. Societies began to collect deposits 
from personal customers on behalf of the 
Bank as long ago as 1919; however, it was not 
until 1975 that this unique facility was 
actively promoted.

At the present time, the Bank has almost5,000 agencies in retail co-operative stores, 
which have the following points in common:

(i) they are located in the premises of, and 
staffed by, the local retail co-operative societies;

(ii) the Bank is responsible for providing 
the essential stationery and also 
merchanising material, as well as 
educating the retail society staff in their 
use.

There are two types of agency. At ‘Handy- 
banks’ (numbering about 850), Co-operative 
Bank customers can make deposits to their 
accounts, cash Co-operative Bank cheques on production of a Cheque Guarantee Card 
or Visa Card issued by Co-operative Bank 
and enquire about other services which the 
Bank has to offer.

In addition, some 4,000 ‘Cash-a-Cheque’ 
points offer the more basic service of cheque 
encashment on the conditions outlined above. 
These agency points are typically open during 
normal shopping hours (including Saturdays) 
and give the Bank a unique three-tier system 
of outlets: 68 regional branches backed up 
by 850 Handybanks and 4,000 Cash-a- 
Cheque points throughout the United 
Kingdom.

For the services which the societies provide, 
the Bank pays commission based on value (for deposits taken) or volume (for cheque 
encashment). No formal contract exists 
between the Bank and the Societies with 
regard to the provision of agency facilities, 
but a considerable degree of mutual trust has 
been built up over a long period.

The convenience of the agency system has 
been instrumental in attracting personal 
customers to the Bank in very large numbers 
in recent years. Although it remains ‘the 
bank of the co-operative movement’ in fact

the Bank provides a full range of services to all types of customer, both personal and 
corporate. The total number of customers is 
now well in excess of 750,000, and in some sectors has been increasing at an annual rate 
in excess of 15 per cent in recent years.

Specific sectors where the Bank enjoys a 
significant market share of the total banking 
business include Trade Unions—-95 per cent 
of whose central accounts are run by the 
Bank, Working Men’s Clubs (25 per cent), 
and Local Authorities, where the Bank holds 
16 per cent of the market. Most recently, the 
Bank has been building up a useful presence 
in the ‘Businesses’ sector, concentrating 
principally on providing financial assistance to small and medium-sized firms, including 
workers’ co-operatives for whom the Bank 
operates a scheme offering medium-term 
loans of up to £25,000 at preferential rates of 
interest to match the investment made in the 
co-operative by those involved in its establishment.

Rapid expansion in the volume of business 
has naturally required major investment in 
infrastructure to allow the Bank to maintain 
the levels of service commensurate with its 
commitment to the ‘caring and sharing’ 
philosophy of co-operation. The most notable 
investment programmes undertaken of late 
have been the £7 million purpose-built Customer Services Bureau at Skelmersdale, 
and the new £5 million Head Office building 
in Manchester.

In all its dealings with customers the Bank 
follows co-operative principles and seeks 
actively to spread the co-operative message. 
Thus, Co-operative Bank pioneered, as long 
ago as 1973, the concept of ‘Free Banking’ 
for personal customers whose accounts 
remain in credit: free banking is being main
tained in 1981—for the eighth consecutive year.

Towards the end of last year the Bank 
introduced two new deposit schemes for 
personal customers, offering preferential rates 
of interest on larger sums committed for 
longer periods than ordinary deposits. These 
schemes have been generally recognised by 
the British financial press as offering the 
greatest flexibility and degree of consumer 
choice of all the range of such schemes available in the UK.

Co-operative Bank does not benefit from 
any special statutory or fiscal arrangements 
arising from its unique co-operative links. It 
is required fully to meet all the criteria laid 
down by the authorities for all banks; con
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sequently. Co-operative Bank is just as 
independent from the State as any other bank.

More importantly, in the British context, 
the Bank is totally independent from other banks. It has already been shown that the 
Bank’s equity capital is exclusively the 
property of the co-operative movement, but 
in operational terms the Bank also stands on 
its own feet. This complete independence was 
achieved in 1975 when the Bank took up the 
invitation of the London Clearing House to 
become the first new clearing bank since 
before World War II. The practical result of 
the achievement of clearing status is the fact 
that the Bank is able to clear its own cheques, 
and no longer has to rely on a competing, 
non-cooperative, bank to act as its agent.

The total assets of the Bank Group are now well in excess of £600 million with loans outstanding of about £400 million, and over
3,000 employees.

Since it is ‘equal before the law’ with 
other, joint-stock, clearing banks, naturally 
Co-operative Bank Ltd is required to contri
bute, on the same terms as these other banks, 
to the Deposit Protection Fund established 
in Britain for the first time by the Banking 
Act of 1979.

In addition, Co-operative Bank has been 
instrumental in the establishment of a ‘Co
operative Deposit Protection Scheme’ to 
enable individual co-operative societies, 
whose share capital is made up of the deposits of millions of individuals, to operate their 
own guarantee scheme for deposits parallel 
to, but quite separate from, the mainstream 
Deposit Protection Fund. The Bank handles 
the investment of the contributions made to 
the Co-operative Deposit Protection Scheme.
Co-operation at the International Level

The Bank is mindful always of the fact 
that, by its very nature, co-operation is an 
international movement and that this inter
national aspect applies as much to banking 
as to any other economic activity. But Co
operative Bank has done more than simply acknowledge this principle of international 
solidarity between co-operative organisations: 
it has based the development of its inter
national activity upon it.

In developing its international links. Co
operative Bank has paid particular attention 
to the cultivation of contacts with its fellow 
co-operative financial organisations through
out the world, not only through multilateral 
organisations, such as the International Co
operative Alliance, but also through direct

bilateral contacts with individual co-operative 
banks—although it is highly significant that 
in many instances the personal contacts 
essential to the development of business on a bilateral basis were first established at 
meetings of the various multilateral groupings 
to which Co-operative Bank is affiliated.

These groupings include the Banking Com
mittee of the International Co-operative 
Alliance, of which the Bank’s Chief General 
Manager, Mr Lewis Lee, is a vice-chairman. 
The Bank is also a member of the Association 
of Co-operative Savings and Credit Insti
tutions of the EEC and the International 
Confederations of Agricultural Credit and 
Popular Credit, as well as being a shareholder 
in the Basle-based International Co-operative 
Bank (INGEBA).

Also of great importance in the establishment of contacts are the regular exchanges of 
personnel between co-operative thrift and 
credit institutions, in which Co-operative 
Bank Ltd is an active participant. Indeed, the 
Bank regularly welcomes extended training 
visits from key personnel of co-operative 
banks in the Third World, for example the 
Kano Co-operative Bank of Nigeria, which 
Co-operative Bank Ltd was instrumental in 
setting up.

At the business level. Co-operative Bank 
is concerned to conduct its business wherever 
possible, with institutions operating on the 
same mutualist principles as itself The 
encouragement and financing of trade 
between co-operative organisations (in the 
widest sense of the term) is viewed as a 
particularly important area which the Bank 
should continue to develop, emphasising its 
role as the Bank of the co-operative movement.

Co-operative banking organisations can 
also work together in other ways to demon
strate their mutual support: an excellent 
example of this is the $25 million Floating 
Rate Note issued by Co-operative Bank last 
year: this money, in the form of a seven-year 
loan to provide capital to assist in the 
development of international business, was 
provided largely by other co-operative banks.

This paper began by evoking one of the 
principles of the Rochdale Pioneers—the 
extension of co-operation to all sectors of 
economic activity, in order to create a total 
co-operative economy as an independent 
alternative to other economic systems. The 
co-operative thrift and credit institutions 
have a vital role to play in ensuring that this 
goal is successfully achieved.
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Rules of the International Liaison Committee on Co-operative Thrift and Credit
1. Title:

The name of the Committee will be the International Liaison Committee on Co
operative Thrift and Credit.
2. A im s:

The Committee is an organisation which has as its purpose the development of 
thrift and credit co-operatives throughout the world and the co-ordination of their 
activities at international level by providing the facilities necessary for the exchange 
of information, personnel and expertise.
3. M ethods for the ach ievem ent of these aim s:

—Exchange of information;
—Organisation of international conferences at appropriate intervals;
—All other appropriate means.

These tasks will be accomplished in close and active collaboration with international 
organisations having similar objectives, and in particular with the International Co
operative Alliance and its Banking Committee and with the World Council of Credit 
Unions.
4. M em bership:

Organisations constitute members of the Committee, and designate representatives 
to attend its meetings.

Membership is open to the following:
—national, central or similar thrift and credit co-operatives;
—national central co-operative unions;
—organisations whose aim is the promotion of thrift and credit co-operatives, 

appropriate United Nations agencies, non-governmental organisations, in ter
national and regional co-ordinating bodies, etc.
Admission of new members is subject to the approval of the Committee.

5. O fficers:
The Committee will elect a Chairman and two or three Vice-Chairmen from among 

the accredited representatives of member organisations with the consent of the organ
isation concerned. The term of office will be two years and officers will be eligible for 
re-election.

In the event of the Chairman’s absence, one of the Vice-Chairmen as designated 
by the Chairman or by the Committee will take his place.
6. Com m ittee decisions:

Decisions of the Committee will be by simple majority vote. Each member organ
isation will have one vote provided that it has fulfilled its financial obligations to the 
Committee.

In the event of an equal vote the motion will not be approved.
In the event of absence, another member of the Committee may be appointed 

as proxy.

Appendix 1
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7. Com m ittee M eetings:
As a rule the ordinary meetings of the Committee will be held twice a year. 
Extraordinary meetings of the Committee may be convened whenever the Chair

man deems it necessary or at the request of one third of the members.
8. International Conferences:

As a general rule the Conference will meet every three years.
9. Secretariat and Finance:

The Secretariat is appointed by the Committee.
The amount of the subscription to be paid each year will be determined in such 

a way as to cover the operating costs of the Secretariat.
Member organisations will defray the travelling costs and other expenses with 

regard to attendance of their representatives at Committee meetings and general 
conferences.

The fiscal year of the Committee runs from 1st January to 31st December.
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Collaboration between Co-operatives 23, 34, 54, 65-66,148,149,158,160-167,175,184, 
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Data-processing— See Technology
Democracy and Efficiency/Size 26, 49, 51, 55, 58, 67, 174, 175, 180, 188, 198, 190. 
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