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TYPES OF COOPERATIVIZATION IN FARMING - A SURVEY
Dr, A.C, Felder ‘ -

1. INTRDDUCTION

This presentation is not intended just as a survey of some of
the major-types of cooperation in agriculture with the objective of
assisting us in arriving at working definitions to be debated, promoted,
defended and revised at this Workshop, Rather, it is intended to
provoke some thinking about what the role of the cooperativist - those
of us who attempt to combine the disciplines of the economist, the
sociologist, ‘the agrarian reformer, the administratdr and the cooperatar-
should be in assisting, advocating and analysing different types of
cooperative ‘activities in farming, .

Should the paramount role and objective of the cooperativist be
that of defining, researching, promoting, programming and defending
a particulr pattern of cooperative activity in agrlculture, sometimes
with a view towards developing a single national pattern or several
patterns for which financial appropriations are made by the law makers?
or should the cooperativist spend more time and energy considering ways
of increasing agricultural output in'an efficient manner through effi-
cient "optimum" use of production factors of land, labour, capital
and management, within the framework of any general pattern of coopera-
tive activity, taking into consideration certain important social and
- psychological -aspects of a society and its national policy?

It occurs to me that the former case may be.what is actually being
done by us, cooperativists, I believe that we cooperativists at times
become confused in defining different categories of the same subjects
and quite often, within the category, use the same terminology for
differing meanings, I dare pass professional judgement on the type of
analysis that we have been doing in this field becduse I have often
been guilty of these sins in at least the economic and soc1ologlcal
appendages of the cooperatlvist

I TEEMINOLOGY AND DEFINTION

To illustrate the array of terminologies and definitions found
in the literature pertaining %o the areas covered by the ICA Reglonal
Offlce, a few: may be llsted'”

a) Miss Margaret Digby in the FAO studv: "Cooperuziive and Land
' UseY, diastingulshes between the fdivided" and “undivided"
cooperative farms or "individualistic" and the "collective"
type of cooperative farming.



b)

c)

-

Sir Malcolm Darling, in his report to the Indian Government
on "Certain Aspects of the Cooperative Movement in India"
makes a similar distinction as Miss Dizby,

Professor Otto Schiller, in his booklet:"Cooperative Farming
and Individual Farming on Cooperative Lines" suggests that
cooperative farming defines those institutions where most of
the farming procedures are carried out cooperatively, or are
at least bound in the way of their execution by cooperative
agreements,

Further, examination of literature in the area, reveals distinct
categories of cooperatives in the field of agriculture which are
generally accepted in the area as working definitions, Some of the
major ones are: oo

'A)V

B)

c)

D)

Service Cooperatives:~ where individual cultivators would have
and maintain title to their landsj management will be done on
an individual farm family basisj but, marketing, supplies,
credit, processing and other services would be provided by the
cooperative organization to which the individuals belong.

Cooperative Better Farming Scociety:- where each member ouns
land and cultivates it independently, but agrees to follow a
plan of cultivation agreed to by the cooperative society and
obtains services and supplies such as credit, seed, fertilizers,
etc, from the cooperatives, : R

'CoogeratiVe Tenan£ Farming Societys—~ where the‘society obtains

land on a free hold or leasehold, but each individual member

is allotted a separate plot from the sub-division, but cultivates
that plot according to an agreed production plan formulated

by the Cooperative, The Cooperative, upon request by the

member, may provide services and supplies., Each tenant pays

a fixed rent for his holding, but returns from the holding are
his own,

Cooperative Joint Farming Society:—~ where the ownership of land
rests with the individual, but the land is pooled and cultivatd
jointly in accordance with a production plan approved by the
msnagement of the Cooperative, The sale of proceeds from the
jointly cultivated land after meeting expenses are shared by
members in proportion to the work done and/or land contributed.

Cooperative Collective Farming Society:- where the cooperative
holds the land and other means of production on a free hold. or
lease hold basis, Joint cultivation is undertaken and profits
are distributed in proportion to work done by individual members.
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An examination of these categories and descriptions appears to
result in polarization of two extremes, One extreme represented by
Pole No,A and B ~ "Service Cooperatives!" and "Cooperative Better Farm
Societies" -~ is dictated by the extent to which individual decision
making, ownership, mansgement and distribution of earnings takes place.
The other extreme, Poles No, D and E - "Cooperative Collective Farming"
and "Cooperative Joint Farming" are dictated by the extent to which
the land is pooled, used and cultivated jointly. Management decisions
are made and executed collectively and earnings are shared collectively.

Two observations regardinz this appear to be immediate. One is
that there are shadings of differences which converge as one moves from
Pole A -~ "Service Cooperatives"- to Pole E -~ "Cooperative Collectiwe
Farming" and in the opposite diréction from Pole E - "Cooperative
Gollective Farming" - to Pole A - "Service Cooperatives". The other is
that the broad terminology used by Miss Digby and Sir Malcolm Darling
identify these oppodite Poles and that Professor Otto Schiller’s indi-
vidual farming along Cooperative lines rests some place in the centre,
but does not fit the centre Pole C - "Cooperative Tenunt Farming",

III THE PROS‘AND CONS OF COOPERATIVE JOINT AND COLLECTIVE. FARMING

For purposes of our analysis, it may be helpful if we examine the
extreme positions taken by the advocates and opponents of Poles D and & -
"Joint and Collective Farming", From a review of the literature on
these types of cooperative farming, it appears that opposing view points
may be delineated &ccording to major economic advantages and disadvan-—
tages on the one hand and the major social-psychological advantages
and- disadvantages on the other hand, No attempt is made here %o support
or refute the different arguments made for and against these two types
of cooperative farming, The examination 1s made for purposes of pointing
out the rigidity of definitions with regard to other cooperative acti-
vities in farming which would result in efficient use of production
factors and increased output. The following are some of the important
economic and social-psychclogical considerations contcined in the litera-
ture regarding the pros and cons of cooperative: 301nt and collective
farming considered together:-

(a) Economic Considerations: The proponents of cooperative joint
and collective farming - pooling of land and joint management -
usually cite the technological efficiencies arising from the
economies of scale, They usually argue that more intensive
use of capital can be achieveds new and improved agricultural
technology can be introduced which will not be possible for
a single individual farmj cost can be minimised and a large
sized cooperative farm would command better resources and
batter management, : .

The opponents argﬁe that the theory of economies of scale
are mis-applied when applied to cooperative farming, especially
in areas where labour intensity in agriculture must be pursued,
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They argue that cooperative farming may lead to increased
production, but not necessarily to maximum production, and
that a larger farm does not necessarily show higher yields
per acre in comparison with a small one when a certain level
of technology is given, A common clinche used in this argu-
ment is that pooling of resources of the poor may only mean
pooling poverty, '

(b) Social-Psychological Considerations: GCooperative collective
and jo'nt farming advocates are convinced that implementation
of land reform measures, especially where consolidation of
holdings and imposition of ceilings and floors are promoted
can best be achieved through cooperative collective and joint
farming, They argue that savings in land through consolidationm,
reclamation, ete., would minimise social costs and would
achieve the element of homogencity so badly needed in countries
where caste or community are pronounced, Incentives, they say,
may be maintained by bonus for additional work which will prampt
members of the cooperative collective and joint farms to
‘higher and better effort.

The opponents of these types of cooperation in farming claim
that the psychology of the peasant is such that productivity
depends on his personal interest and that the sense of property
ownership is so deeply rooted and the peasant is so indivi-
dualistic that he could not operate in a pooled or joint land
operation efficiently., They argue that economic incentive

is not sufficient to incite cultivators to operate efficiently
in a society where the general social philosophy of indivi-
dualism is shared by a largs segment of the population,

They cite that it will be difficult to synthesise the interests
of landless agricultural laobourers with those of the big and
medium sized cultivators and that proper fusion of these
interests will lead to inefficient production.

The above are some of the more common arguments, pro and con,
for and against cooperative collective and joint farming
which appears in most literature on the subject.

. on
IV MODELS QOF COOPERATIVIZATION WHICH DEFY CONVENT%@L CATEGORIES

Less publicised and dramatic are types of cooperative activities
in farming which technically cannot be considered as one of the four
categories of cooperative farming nor as service cooperatives, These
types appear to take advantage of the economics of large scale farming
among small cultivators and at the same time appear to satisfy the
social and peychologicel requirements of national programs and indivi-
dual reactions, Theytend to support the arguments of the pro coopera-
tive collective and joint farming advocates as well as the anti coopers-
tive farming advocates on both the economic and social - psychological
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levels. » description of some of thsse types, both theoretical and
actual models, are given here for purposes of introducing the topic
for discussion. '

a. Paddy cultivation om reclaimed lands

In many areas of the Region, paddy cultivation may be achiesved
following the monsoons if bunds are erected, the brackish sea water
pumped oub, seeding is done and fresh water is zllowed in. Boats are
required for harvesting, plant protection measures are required and
common irrigation is necessary. In such cases, individual farmers own-
ing plots in the area reclaimed must pool their land and other re-
sources temporarily in order to carry out this type of cultivation.
after planting, the field boundarics are restored and weeding and
harvesting are done individually. Irrigation and plant protection are
done collectively.

~ This situation indicutes great scope for cooperative activity in
farming, but does not necessarily fit into any of the categories of the
conventional definitions of cooperative action in farming described
above. At the same time, such farming opzr2tions could result in
tremendous increases in food grain production throughout the region.

One such activity was observed in slleppey district in Kerula
State, where about 200,000 acres of land is being cultivated in this
manner. In one plot of 2,500 acres, there ire mere than 100 individual
owners. The paddy yields are upto 3,000 1bs per acre as comparced with
1,200 1bs per acre in the surrounding areas.

‘ ©  Similar activities are reported to exist in parts of Burma, Malaya,
Ta¥wan and the Philippines, In some cases, fish cultivation is done
collectively between crops.

B. Hybrid Seed Multiplication

sgronomists have evidence that use of hybrid seced in certain
countries in asia will result in tremendous increases in per acre yields.
For example, use of hybrid maize seed in India, is estimated to result
in 50 to 60% more grain por 2cre than the bast common local varisties.
Assuming an average of only 30% increazse in production, not 60% as a result
of the use of hybrid maize, if hybrid maize werc planted in onc half
of India“s 9 million acres already under maize cultivation, there would be
an 2dditional yield of ten million maunds of grain or a value of Rs.l4
crores more based on average markct prices for the past five years.

In order to achisve this increased production 2,137 acres of land
under foundation (nucleir) seed would be required. This would be grown
con government state farmms. This foundation seed is to be double-
crossed before distributing to farmers. The amount of double-crossed
seed required would be under 37,102 acres or approximately 75 units of
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500 acres each which could be grown by private growers or cooperatives.
Since cultivatora cannot keep their seed crop for planting the
next year, these requirements would be repeated each yzar.

The folldwing operations and requirements are needed for each of
the 500 acre units of double-crossed hybrid maize seed:-

i. Isolation to prevent faulty germination - it is estimated that
for a 25 acre arca, only 9 acres could be assured as having
proper isolation. That is to say, no maize could be grown in the
areas except for sced.

ii. Houghing -2 selection method to remove off-type plants, would be
required. ' '

iii. Detasseling - removal of mdle organs - would have to be done at
the proper time.

iv. The hybrid maize seed would have to be harvested and tested for
gengtic purity and viability.

v. Processing which involves shelling, drying, screening, treatment
and packaging would Have to be accomplighed. The capital required,
mostly in foreign exchaenge, for items such as shellers, seed
‘cleaners, stec., would amount to ;14,000 or Rs. 65,200.

vi. ‘Other cultural practices such as preparation c¢f seed beds,
timely irrigation and fertilization would have to be done.

It is obvious thal individual farmers could not multiply hybrid maize
seed effectively without some form of cooperation since they would mave
to agree on common actions in crdsr to provide for isolation, roughing,
processing, etc. The processing unit would not be cconomical if less than
a certain acreage, say 300-500 acres, are produced. Therefore, capital
requirements for the prccessing plants would have to be done collectively.
Such an operation implics temporary pooling of resources but at a
particular stage, individual cwnership and operation of the land would
be maintained. The economics of large scale operations could be
effected, the sccial and psychological factor pertaining to land
ownership, ceiling, consolidation etc., would be satisfieds efficient
utilisation of capital would also be satisfied. The extent to which
the cooperative organisation would formulate its rules and regulations
would be determined by the circumstances in the areas. They may even
consider having cooperatively ownad equipment to service the fields
for ploughing etc. Several examples of this type of cooperative .
activity are found throughout 4sia and South imerica. Thus the basic
objective of our discussion is to examine whether in the effort to
increase production the cooperativist, the law maker and the
executive who hands out the aid lay more emphasis on philosophy rather
than practice, or in other words, on form rather than function. I have
indicated already that it is function rather than form which is vital,
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practice rdther than philosophy which is pertinent.

During the group work you mz2y wish to approach the discussion
from the following points of view:-

1. Confusion of te¢rminolosy and definition.

for example: when we spcak ef farming, de we mean the preduction,
processing and, to some extent, distribution of food, feedund
fibre, or do we restrict our consideration to cultivation of land
only.

R Rigidity of categories.

For example: Do the conventional categories of cooperation in
farming exclude several possibilities for increasing agricultural
production by cooperative action? :

3. Revision of definitions and categories.

For example: Should we continue to use cooperative farmming as a
category or term to describe several types of cooperative activity
in farming where joint cultivation and/or ownership of land

takes place or should we devise new categories and definition
which more accurately now described types of cooperative

activity in farming operations?
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COOPERATION IN SOUTH-EasST aSIs® aND THE ROLE OF THE
INTERNATIONAL COOPERATIVE aLLTANCE

. Dr 5.K. Saxena

1. INTRODUCT-ION AND SOME BaCKGROUND FuCIORS

This paper describes briefly some aspects of the Cooperative
Movements in Ceylon, India, Pakistan, Malaysia and the Philippines,
outlines the major problem areas and spells out the role now being
played by the ICA Regional Office and Education Centre for South-
Fast Asia. The South-Zast Asian Office of the ICA works also for
Burma, Japan and Thailand.

In view of the vast scope of the subject, it is inevitable that
I should make 2 number of generalisations to which numerous exceptions
could be cited. While there are, no doubt. substantial achievements
to the credit #f the Movements in the Region, this paper focuses
attention mainly on the problems and difficulties experienced by
Cooperative organisations.

In delineating the socic-economic context in which the Ceoperative
Movements function in the Region, the follewing observations may be
made. The exit of foreign rule from the prlitical scene has brought
inte existence national governments with varying degrees of political
stability. They have inherited a structure that is generally stagnant,
a narrow base of secondary industries and widespread poverty which
inhibits formation of capital, risk-taking and, to a certain extent,
the acceptance of new ideas. The social structures are characterised
by status-patterns that are ascriptive rather than achieveds; power
is generally lccated in the hands cf small strongly entrenched groupss
and, finally, the countries abound in social institutions which have
for a long time functioned on an authoritarian base and have led
to a general conditioning cf attitudes that would need considerable
transformation for economic development to be achieved within
a democratic political framewcrk.

A second background facter which needs emphasis is the
considerably changed role of the governments. Far from playing the
"watch-dog" role which they had set themselves during the "laissez-faire"
period of the 19th century, the governments in several countries of
the Region are actively trying to accelerate the process cof social
and econcmic development. In this context, the existing socio-
economic crganisations, including the Cooperatives, come under a
variety cf pressures, which emanate from, the desire fer a rapid
execubion of developmental plans. Fcr the Cceperative Movements, this

-8
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situation causes problems which are 1deologlca1 and operational in’
nature.

Thirdly, agriculture forms the predominant sector in the naticnal
economics, both from the pnint ~f- view of -the number of people engagéd
in it and the contribution which agriculture makes tc foreign exchange-
earnings and gnvernment revenues. However, since a long perird of time,
productivity in agriculture has suffered due to faulty system of land
tenure, the general inadequacy of inputs and the insufficiency of social
investments which have severely curbed the initiative ~f the farmers.
Holdings are small and fragmented, indedtedness is widespread and the
absence of marketing facilities does not allew the farmers to obtain
a reasonable return for their prrducts. A11 these facters have influenced
the direction of agricultural Cooperative development in the Region.

rourthly, the contemporary scene in the Region is characterised by
rapid urbanisation due to the rising growth rates of population and
the steady stream ~f migration from the villages to the cities. The
overcrowding in the cities and the lack of commensurate expansion of
civie facilities has presented urban-dwellers with a number of problems
among which the rising cost of living, the inadequacy of housing
facilities and the need for the supply of unadulterated consumer goods
are three of the more urgent ohes. :

 Fifthly, the great diversity ~f Cooperative activities has high-
lighted the need for a continuous supply of trained leaders and
enlightended members who oould take active and intelligent decisions on
matters of policy and discharge . . functions that call for technical
competence. In évery country, efforts are made to provide education to
" employees and members, but such programmes are rather general in character.
There is, in other words, a failure to sharply categorise the audiences
and develop teaching technlqubs and material which would fit the
needs nf Cooperatives in different pcsitions.

2. AGRIC ULTURAL COOPERaTION

Credit Cooperatives

Credit societies, which have existed in the Region for almost five
decades, provide the most extensive network cf cocperative crganisations
in the countries discussed in this paper. Their main task is that cf
dispensing credit of a short-term nature to farmers for seasonal
operations. In India, there are special organisations which advance loans
for long-term purposes. Depending upon the size of the country, the
credit cooperatives have develcped . a two or three-tiered structure. At
the base are the primary cooperatives which operate for one village
or a group of villages. These are affiliated to a district level bank
and the latter are members of the State level or national crganisation.

In many countries, ®he ™dea:of Cooperation was developed to combat
the widespread indebtedness prevalent among farmers and the Cooperatives
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were single purpose organisations, separate societies having been
established for credit, marketing and supply functions. However,
recent thinking on the subject appears to favour the diversification
of functions at the primary level. In Ceylon, for instance, since
1957 multipurpose sccieties have been formed cver the entire

islands; in India, the credit socicties have ncw been converted into
what are called "Service Cooperatives", which also undertzke supply
functions; in the Philippines, the FaCoMas have been undertaking the
tasks of supplying credit, agricultural requisites and marketing cf the
farm produces; and in Malaysia, the credit cooperatives are

being encouraged to supply fertilizers to their members.

Table T in the Appendix shows the number and types of primary
cooperatives in the various countries.

The membership ~f these societies is small as the area of their
operation is limited. In the Federation of Malaya, for instance, it
is only 50. This has denied the Cooperatives the advantages of large-
sized operations and a great deal of discussion, for instance, in
India has revolved around the question of "economic viability" and its
relation to the size of a4 cooperative organisation.

In all countries, with the exception of unlimited liability
societies in Ceylon, the proportion of share capital to working capital
is very small. Deposits are extremely meagre und there appears to be
2 generzl lack of cmphasis on thrift and savings from members, although
e A RS A LR s e 13 oA R e
agsistance. & large part of the working capital is derived from govern-
ment sources or central banks. In India, under its scheme of "concessional
finance", the Reserve Bank of Indiw, provides funds to the State
Cooperative Banks at rates lewer than the Bank rate. There is also
provision for the government to participate in the share capital of the
cooperatives to evoke increasing ccafidence among the members.

Table IT in the Appendix shows the volume of credit provided by
primary cooperatives to the cultivators in the different countries.

In discussing the niature of the lcans advanced by credit cooperuatives,
three aspects deserve attention. The first is that the majority of
these loans are granted for a short peried, say, for one year. Secondly,
the proportion of the loan utilised fer farm operations varies from
country to country. The subsistence nature cf the farmer’s economy
does not allow for a sharp distinction to bc drawn between the
requirements for the farm and the-household and despite the efforts
being made in some countries to restrict loans fcr purpcses cf farming
it has been difficult to devise measurss for onsuring that a loan
is productively utilised. However, it is now being recognised thut
loans for purposes of domestic consumption arc also nzceesary if the
farmer is not to be pushed into sseking loans from non-institutionalised
gsources which, in the long run, would work to his disadvantage.
Thirdly, the demand for loans is highly seasonal in character touching
the peak during the sowing season and gradually evening out over the
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period before the hirvest arrives. This makes it vitally important
for cooperative organisations to have the required supplies of funds
when they are most needed.

The security requirements for obtaining lcans from Cocperatives
differ from country to country. These range from a personal guarantee
for a small loan, to immovable property, third party guarantee,
promissory note signed by two suretiss and pledge to deliver the crop.
the rate of interest on short-term loans also varies from country to
country. In India, as mentionad earlier, the Reserve Bank advanées funds
for seasonal operations at 2.54 per annum, that is, <% below the Bank
rate. The ultimate borrower gots it at 4.5% to 64. In Malaya, the
Government louns money to the dpex Bank at 0.254 per annum for paddy
cultivation and at 4% for processing and marketing.

The procedure for sanctioning loans rests, in the first instance,
with the Board of Directors or the Managing Committee of the society.
In India, the applicant furnishes the required information to the
secretary to enable him to fill up the form and if the Society is
satisfied, the application is forwarded to the next higher organisation,
viz., the Central Cooperative Bank. The Bank satisfies itself and
reports to the Credit Committee for sanction. Lately, attempts have
been made to encourage the farmers to submit farm plans. In West Pakistan
the application is examined and the Executive Committee sanctions the loan.
In the Philippines, applications have to be submitted well in advance
which are checked by the Barrie Loan Committee, the FaCoMa Board of
Directors and the Branch Office of the aCh (agricultural Credit
administration). ' : ‘ '

Despite dissimilarities in the structure and functioning of credit
cooperatives, the foregoing rapid survey reveals some common features.
The Credit Movement in the Legion is ndt a substantial supplier of
finance to the agricultural sector; the primaries are weak and their
geographical coverage is small; the audit classification, at least in
India and Pakistan, reveals that a large number of sociesties fall within
the "C", "D" and "E" cutegories; overdues are high, and, finally, the
societies do not often present the picture of live units in which a well-
informed membership gives the desired direction to democratically
controlled organisations.

Cooperative Marketing and Processing

The large share of the marksting of agricultural prcduce in the
region continucs to be in the hands ef the village moneylender-cum-
trader who advances lcans to the farmers and, on the strength of such
accommodation, buys out the farmers produce at terms which are not
favourable to the cultivator. The concentration of Cooperative
activity in the field of credit alone did not, therefore, provide the
comprehensive approach neceded to raise the economic levels of the
farmers. The problem of high overdues in Cooperative socisties was,
among others, a reflection of the fact that the farmer was not able to
secure a reasonable return for his produce. It has, therefore, been
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increasingly realised that the Cooperative Movement must develop

an approach that integrates the aspects of credit, supply, marketing
and extension work. This is sought to be:done either by.' achieving
functional link-up between the specialised sociczties or by having
multipurpose organisations at the village level.

In India, detailed attention was given to the problem of
marketing only during the Second Five Year Plan when about 1,800
primary markebting societies were organised. apex marketing societies
have alsor been organised abt the State level, and, at the national
level, there is an apex organisation called the National Agricultural
Cooperative Marketing Federation. In the Philippines, as alrsady
mentioned, the FaCoMas =zre limited liability societiesg which also
undertake the marketing of produce. Uenerally, one FaloMa is organised
to handle one particular crop within 2 given area. In Ceylon, the
agricultural Production and sales societies and the multipurpose
societies, in addition to supply functions, also purchase paddy on
behalf of the Government under the guaranteed price scheme. In Malaysia,
there are in operation specialised cooperative marketing sociecties for
different products. Each society covers about 10 to 20 villages in
the case of rice and rubber. The functions of these sccicties are
mainly to supply production requisites, arrange for transportation
and grading and, finally, selling on collective basis. There is in
operation a Govaernment-guaranteed price for paddy.

Organisation and Operations

The membership of these societics is open to primary producers
and the general effort is to have a sizeable membership which could
make the unit economically viable. The primary marketing socicties
obtain the producc from the farmcrs, make arrangements for stocking
it, advance some money to the farmers and, after the crop is sold, return
the amount to the farmers «fter deducting their service charges. In
other words, the marketing societics mostly work as commission agents.
The inability cf the socictics to undertake outright purchases,
involving as it does higher financial risks and commitments, has acted
as a deterrent to the loyalty of the members towards the marketing
sociebies. By the adequacy «and clasticity of his financial accommodation,
the private merchant has beon anle to scors over the cooparatives.

diven a weak base of primary marketing cooperativas, it is
understandable that the apex organisations have not been able to develop
economic sbrength. In India, the Wational Agricultural Cooperative
tarketing Federation was organised in 1958 with the purpose of )
undertaking import and sxport trade for and on behalf of cooperative
societics. Th: Federation has also been charged with the task of
promoting inter-3tate trade betwesn cooperatives, collection and
dissemination of market information and arranging for facilities
for forwarding, inspection and storage. Its main activitics have
consisted in the export of certain agricultural commodities, such as
lentils and spices, and import of good guality seeds, other agri-
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cultural requisites and dry-fruits. It also operates branch

offices at ports. & price-fluctuation and risk-bearing fund has

been created to provide its members with the possibility of
counteracting losses caused by serious price fluctuations. In

Geylon, where vegetable growers” sociesties have done some good werk,
about 8 socistics joined together to open selling outlet in

Colombo. ithe success nf this venture led to the creation of Ceylon
sgriculbural Producers” Geoperative Union in 1961. In the Philippines,
the Central Cooperative Bxchange was organised in 1955 with the object
of promoting and facilitating the efficient merchandising ef the produce
of membars of FaCoMas, undsrtaking processing, storage and distribution
of farmers” produce, establishing and operating terminal markets which
will serve as clearing housss for cooperative associations and procur-
ing farm supplies and ejuipment needed by member FaCoMas. The

Exchange is also waging an intensive member education and information
programme, <xtending management services to FaCoMas und taking

several othur measurss to improve the cconomic and financial

conditions of the organisation.

The problem of providing adequate warshousing facilities is inti-
mately linked with the success of cooperative marketing operations.
In Tndia, an extensive programme [or the construction of warchouses
has been undertaken and Corporations both at the Central and State
levzsls have been established for this purpese.

On the whole, it can be siid that the marketing societies have
not been ible to raise adequite resources of their own. In India, ths
state Bank of India is providing marketing finance to cooperutives
to enable them to offer pledze loans to members and to pay the farmer
on delivery of produce. In the Philippincs, as mentioned earlier, the
FaCoMas” main source of funds is the agricultural Credit aAdministration.
In Malaysia, the Government provides loans to societies for advanc-
ing the same to the members and for the purchase of equipment. In
Ceylon too the Government sxtends loans f{or such purposes.

The major obstacles to the growth of cooperative marketing in the
Region may be summurised as follows:~ the small amount of markastable
surplus with the cultivators and the organisational problzsms involved
in covering large distanczs; absence of technical skill for doing
highly specialised jobs; inadequacy of financial resources of marketing
societiesi the fluctuaticns in prices of agricultural commoditias
and the inability of the marketing societics to provide against this
contingencys luack of supply of up-to-date markst intelligence to the
farmsrs; the very limited amount of international inter-cooperative
trade caused by discriminatory rsgulations mostly emanating from the
Government, and by the structural weakness of the Wational Cooperative
Movements, ‘

Some counbtries in the Region show outstanding achizvements in the
field of cooperative processing. In India, there arc 57 cooperative
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sugar factories which have been responsible for giving a variety of
benefits to sugarcane growers. Thesc sugar mills are essefitially
processing societies of cane-growers and some® cocperative institutions
are also admitted as members. The main sources of funds arej share
capital contributed by membersj; -sharc capital contributed by the

State Government and medium, long-term loans from financing agencies.
Through some built-in devices, cfforts are new being made.to retire
the Government contribution from the share capital.

In the Philippines, the Central Cooperative Exchénge, operates
a Tobaeco Redrying Plant under 2 contract with the Philippines Virginia
Tobacco Administration. In Ceylon, 2 number of processing industries
in the ficld of coconut und tea have been set up. These projects which,
in some cases, have grown into complexes of rural industries, have been
able to provide several advantagesto cooperative members including a
number of gsocial facilitios.

3. URBaN COOPER-TION

Consumers” Cooperatives

Historicaily, Consumers’ Cooperative Stores began to bz organised
in the Hegion after 1910 cither on plantations or at fuactory sites
where & sizeable community presented a substantial and homogeneous
demand for consumer goods. In Ceylon, small stores intended to supply
curry stuffs and other simple houschold necessitizs got under way short-
ly before the last war and in 1939-1940, therc were in all 26 stores
with 1 membership of about 12,500. In India (which then included the
present Pakistan territory), cooperutive Stores had existed in the
country ever since the fct of 1912 had allowed for the formation of non-
credit societies. Some, particularly =among the factory workers, had
attained a certain amount of success. Th: Trade Unions had also insisted
on the provision of cooperative shops thereby forcing, to some extent
the pace of the Movement. In Malaya, the earliest attempts to form
Cooperative Stores go back to the year 1922 when two such sccieties
were started in the Fed:rated Malay States. These were, however, short
lived and the occupation of the country during the War period merked
a completc suspension of cooperative activities. In the Philippines,
the Non-Agricultural Cooperative Law (Republic act 2023) was passed
in 1957 which charges the Cooperative Administration Office to accelerate
the growth of consumer cooperatives, and more specifically, for
establishing a Cooperitive wWholssale Society.

In both Ceylon and India, the growth of Consumers’ Cooperative
Movement was very closely linked with the Sezcond world war. The var,
bringing in its trzin a shortage of goods and increased employment,
enabled the Governments of the two countrics to use consumer cooperative
shops for distribution of controlled und rationed goods. However, in
both the countries the lovement suffecred very seriously at the
terminution of the War mainly bocause the facility of distributing
rationed commodities through cooperative stores was withdrawn, no
serious attempts had been made to ensure sustained loyalty from the
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members and the technical problems relating to salesmanship, purchase
policies, and the formation of capital had not been given any serious
thought. 4 similar situation also existed in Malaya where the

Movement received a fillip during the Korean war but shrank back to

its modest earlicr dimensions after the de-rationing of goods and the
cmergence of well-established private traders in the field of commodity
distribution.

Size and Organisation

Primary stores; with few cxceptions, are generally very small
organisations in terms of membership, turnover #nd financial resources.
Largely because of the iznorance of Coopurative Principles and an
absence of appreciation of the need for sound financial and saving
policies, the cooperative stores have not given careful thought to
building adequate owned and working capital. The priméries huve not
developed a unified highor organisational tier. In some- 3tates in India,
for instunce, primaries arc joined to:ether in the district and State
markoting federations which dre not exclusively revresentative of
consumer stores. In Malaysia, a Coopsrative Wholesale Scociety was
established in 1948 to provide goods und services to the primiries.

Its funds were obtained mainly from overdraft facilities on the busis
of a Government guarantee. In Ceylon, thnc Cooperative wholesale
rstablishment (which is not 4 cooperative organisation) is responsible
for obtaining bulk supplies for the cooperative stores. In the
Philippines, as mentioned earlier, the Philippines Federation of
Consumer vooperatives has been set up recently and in the absence of

a Wholesale Society, the function of supply and distribution of essential
consumer goods, commodities and equipment,-for primary non-agricultural
cooperatives is being undertaken by the Federation. In. East Pakistan,
an Apex Wholesale Society known as the Bast Pakistan rCrovincial
Cooperative Marketing society Limited was established in 1962 with the
Government subsidy towards management costs and 2 long-term loan
towards its capital for providing lcans to 54 multipurpose

societies for development of trade in consumor goods.

It would be true to say that there is in the Region an absence
of close integration between the primaries and the highor-tiered
organisations. On the one hand, therefore, the primariecs continue
to provide a weak base to 'the total structure of the Movement in the
country, on the othcer, strong and financially sound State-lcevel
organisations are not able to project downwards their energising
influence on the primary stores.

In iddition to the above, the mlgor problems faced by the Consumer
Cooperative Stores in the various countries may be summarised as
under: small margins in distributive trade due to a very large
nunber of small units cngaged in retailing, lew level of consumer
conciousness which does not allew the consumers to be diseriminate
buyers, widespread habit of buying on credit, inadequacy of finuncial
resources, general absence of specific training facilities for
employces of consumer stores, and, finally, the excessive involvament

- 0
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of vovernments which often does not allow the consumers”
movement the latitude to develop its own independent policies.

The above description has mainly concerned with what might be
called the open general store. There are, howsver, examples of
"institutional stores" working successfully throughout thc Region.
These might be orzanised in Government offices, factories and
other industrial ostiblishments. The main reasons for their success
hzve been: manayerial and other subsidy providad by the cmployer,
possibility of deducting duecs from th: salarics and wages cgainst credit
purch-.ses and a steady patronige ef the stores by its members.

Some satistics about consumcr cooperative stores arc given in
Table III in the Appendix. :

Thrift and Loin Coopuratives

There are in =sxistence a number of cooverative thrift and
credit socisties all over the Region created mainly to encourage
their members to practise thrift by allowing them the facility of
depositing & certain part of their salary at regular intervals. The
members can obtain loans at reasonable rates of interest for their
normal needs, and, in some cases, also for long-term purposes such
as construction of houses.

Cooperative Banks

In India, a distinction is mude between Jrban Cooperative Banks
where deposits are generally withdrawable by cheques and which carry
on normal banking functions and employzes” societies which receive
deposits from, and advance loans to, the workers in a parti.ular
organisation. The zrowth of urban cooperative banks in India has been
very uneven. The membership is gencrally drawn from the salaried classes,
traders and merchants. while in many cases, the need for strengthening
the owned funds exists, by and large the owned funds and deposits
constitute a substantizl portion of the resources of the banks, the
present percentage of deposits to working capital being 69. Although
clientele is drawn mainly from the urban areas, there are facilities
available to cultivators alsc for the purchase of seeds, manure,
improvement of land etc. Some other purposes for which lcans are
avallable are: construction of houses, operation of petty
trade and industry, purchase of food-grains and other necessities of
life.

In the Philippines, a National Cooperative 3ank has been recently
established. The Bank is a federation of all types of non-agricultural
cooperatives. Its total resources now amount to £3.6 million and it
has established & number of branches. The Bank provides finance to
primary cooprratives in the non-agricultural sector.
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Employees” Credit Societies

Throughout the :egion, there are financially sound Employees
Cooperative Credit Societies working in government and private
institutions. In India in 1961-62, there were about +,OOO societies
with a total membership of 1,222,000.

Organisational and Qpéraﬁional Aspects

The membership ofe such sociefies is generally open to all peaeple
working in the institution although some times exceptions are made. In
some cases, a restriction is placed on membership and only members
of trade unions are enrolled. The general body is the supreme
parliamentary organ and & managing commibttee is responsible for the
over-all supervison of the working of the society. In the Philippines,
where th:ire are credit unions, the Annual assembly is the highest
~authority which appoints a Board of Directors, a credit committee and
a supervisory committee. Generally, the owned funds and the deposits
constitute the major share of the resources of the societies. In many
cases, the deposit fund is of a compulsory nature and is sometimes
deducted at source.

In Malaysia, thrift and loan societies have made some remarkable
progress. apart from helping to improve the condition of household
economies of membsars by inculcating in them the habit of saving and
helping them to keep out of indebtedness, the greatest advantage to
te.Cooperative Movement in Malaysia has been the assistance extended
by the credit societies to oth:r sectors of the Movement. Through
their advisory councils, the societiss have initjated some new coopera-
tive ventures. After the War, the thrift and loan societies have helped
the Malayan Cooperative Insurance Society with its working capital and
many of them have invested their surplus funds in cooperative hcusing
societies. They have also assisted the Cooperative College of Malaya
as also the Cooperative Union. ‘ -

Some Obstacles

I'he main obstacles restricting the future growth or the Movement have
been® the difficulty in getting skilled personnel, too limited membership
hostility or lack of cooperation from the management, internal strife
due to political or religious differences and an almost complete lack
of training of membsrs and employees which narrows dewn the
vision of leaders of these cooperative societies. In the Philippines,
the Cooperative Credit Union League has been recently organised to
promote, organise and develop credit unions,. encourage coordination
among unions by holdiny educational meetings and undertake other work
relating to technical advice, public relations, etc.
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Cooperative Housing

T'he magnitude of the task involved in providing adequate urban
housing in countries of the Region is very large. The rapid urbanization
of the countries and the heavy depreciation on houses due to lack of
proper maintenance care have crexted a very acute situation. In India,
for instance, it has been estimated thut a total of 18 million houses
will be needed by 1976 to mezt the deficit of urban housing, which
will call for very substantial investments. » similar situation exists
in some large cities of Pakistan. In Karachi, the large influx
of refugees after the partition of the Indian sub-~continent has created
an exbreme pressure on ths :xisting housing resources. The emergence
of Malaya from the war and a twelve year period of Communist in-
surrection had brought house construction activity in that country
more or less to a stand-still.

Organisation

The patteorns of organisation of housing societics prevalent in the
Region may be broadly classified into the follcwing three: The first
relates to those societies in which the entire property is owned and
managed by the society and members continus to be its tenants. It
is the function of the society to secure land, develop it, construct
houses and allot them to members on the most reasonable rent.

Szcondly. there are those in which the membsars act actively
at one or several stages of operations, and the ownership is eventually
passed on to members. [hus, after the acquisition of land, construction
and allotment of houses, the tenants buy out the houses over a period
of time. nlternatively, the scociety may acquire and develop the land
and give the plot to members who could then construct the houses
themselves or with the assistance of the socicty.

Thirdly, there are in existence, in some large cities, c.g.,
Bombay, the rlat-owncrship Cooperatives. In order to economise
on lund, a large building is constructed containing a number of flats
and individuals buy out the flats oan the understanding that purchasers
of flats would form a cooperative society.

Qut nf the zbove mentioned threz, the second category, viz.,
the co-venture cooparatives, appears to be the most common, probably
because it permits individual ownership of .houses.

ull persons, who do not already own a house, arc admitted as
members on subscribing the initial capital. The society acquires land,
develops it, and arranges for technical services. In Malaya, the full
cost of the land and ona-fifth of the cost of the house to be
constructed by him are to be paid by the member, the remaining
four-fifths to be recovered in instalments which carry a.certain
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amount of interest. Even after the amount is discharged in full,
the property rem2ins with the society for several more years. This
is done in order to avoid speculation.

The General Body is the supreme parliamentary organ. It elects
a committee of munagement which is responsible for the day-to-day
affairs of the soc1et3 and the members of the committee retire by
rotation.

Difficulties rxperienced

fhe entire activity of house construction is a highly technical
one which involves probloms of a legal, technical and financial
character. sdequate administrative machinery, which is well-informed
on technical matters is, therefore, a necessity. The secondary
organisations are generally few and far between and the small
primaries have, therzfore, to fend for themselves. A second difficulty
arises out of a serious lack nf finahcial resources. The owned capital
of the societies is very small and the sources of borrowings available
are mainly the Governmont and semi-Goveraument organisations. In some
states of India, Cooperative Housing Financing Socisties have been set
up, but their contribution has not been significant. The commercial
banks are not able to asslst, in some cases because of the restrictions
placed on them by the Central 3ank of the country.

In Malaya, the main sources of finance are from & building society,
the Zmployees” Provident Fund Board, Thrift and Loan Societics, the
Cooperative Insurance society and the Cooperative Central Bank.

Some methods suggested for augmenting the resources of housing
societies are: contribution to the share capital by the Government, loans
from the Government and commercial banks, Government guaranteed
debentures, introduction of mortgage guarantee insurance scheme under
which, in return for a suitavle fee, private individuals and institutions,
who are able to loan money for housing cooperatives, could be provided
with protection azainst non-repayment.

L third problem relates to the acquisition and development of
land. Land is not easily ‘available at rcasonable cost and with the
high amount of speculation in real estate, the Cooperative Housing
Socicties find it extremely difficult to obtain a compact plot of land
which could be developed for their members.

Fourthly, a problem common both in India and Pakistan is the acute
shortage of building materials, such as cement. &s the supply of
building material falls short of the demand and as several building
materials are subjoct to controls, the housing socleties find-a
severe limitation placed on expansion of their activities. The
possibilities of researcdh work on the use of alternative building
material is, therefors, of great importance.
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Finally, a major obpstacle i1s the luck of an agency which could
provide continuous. technical guidiance and oifer assistunce in
streamlining the management structure of the primaries.

4. SOME PROBLEM: aisad
On the basis of the above very rapid survey and at the risk of
simplification, the problem areas of Cooperation in the Kegion may now

be grouped under the follrwing four heads:

1. Lack of technically skilled lcaders

In.almost all countrics included in this paper, cooperative
_organisations have to contend with 2 membership which is apathetic

and does not dctively take part in the working ~f the sociecties. This
puts a severe limitation on the expansion of the Movement. There is
also a serious lack of skilled employees who could handle competently
the btechnical tasks involved in running & cooperative organisation. In
all countries, facilities for cooperative education exist, but the nature
of training is very nften formal and docs not have the regquired
practical bias. Moresosver, the techniques of teaching employed are
‘rather traditional and do not hiave an impact in depth. The production
of suitable cooperative literature, teaching materials and audio-
visual aids is, therefore, a matter of great urgency.

2. Organisational

The review of the Movement in the Region has shown that the primary
units arce small. .s & resulb, their technical efficiency is lew and
their burgaining position weak. “hey often.act as isolated units
ignorant of the strength they could land cach cther by mutual
collaboration. They ar: thus unable te effect zconomies : of
scale, a factor which has been of sinificance ia the development of
the advanced Movemenbs. where secondary crganisations exist, they are
often, unable to count upon the sustuined loyalty cf their primary
affiliates.

3. Financial

The Movement, with the possible exceptien of the urban thrift
and loan socicties, suffers from the lack of finances. Efforts at
building owned funds have been few and far between and, as a
consequence, the Movemsnbs depend to a substantial extent on tue
~support from the Governments.

L. Bxternal Relations

The problems under this head falls broadly into two. Firstly,
there is the aspect of the Cooperative Movement developing relations
with ether socie-economic movements, =.g., trade unions, youth
organisations, women’s associations, ste., which can lend support
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to the former. Within the country ; there is the other aspact

of the Cooperative Movement’s being able to obtain their due share

in the fuCllltlcS provided by a number of financial and cconomic
corporatlons set up in sseveral countrises. The Life Insurance
Corporation of India, the Industrial Uevelopment Corporation of
Pakistan, the sgricultural Credit .dministration in the

rhilippines, the Coopsrative Wholesule sstablishment in Ceylon,

the otate Bank of Pakistan, the various government departments

dezl ‘ng with imports, exports and licensing of quotas, etc. are some
of the important = ugenciecs which may be mentioned in this connection.

The second purt of the problem relates to the aspect of the
Movements in the Kegion developing relations on an international basis,
more particularly with the advanced ones, The urgent need for transfer
of cooperative experiences, both on intra-regional and international
bases, has come about, luckily, in a period when there is a willing
interest on the part of the older, more expericnced movements to help
the developing countries through a number of =xisting international
organisations.in ghoyty the supply of literature, of specific
information in rbsponSL to precise needs, cxchange of cooperators,
help in the creation of industries on a cocperative basis, and measures
to expand intcernational inter-cooperative trade are some ways by which
the advanced Movements could contribute to the growth of the
Movements in the Region of 3outh-East asia.

5. RCLE OF THE INTERVATIONaL COOPLRATIVE wLLI&NCE

In an attempt to describe briefly the role of the International
Coonerative alliance (ICu) more particularly of its Regional Office
and Education Centre for South-East asiabs it is necessary to
make two preliminary observations. rirst of all, it is recognised
that the role of the ICa in the Region could only be supplementary
to the efforts made by the National Cooperative Movements who must
naturally, undertake the major responsibility for the growth of the
Yational Movements. [he second observation relates to the existence of
a number of United Nations agencies which have active assistance pro-

y dereinatlter referred to as the "kegional Centre" or just the
"Centre". It should be udded that the two oifices functioned separately
till august 1963 and wers, thereaufter, merged. The funds for the
segional Uffice are largely a charge on the normal budzst of the ICa,
London, while the activities of the Education Centre are financed by
contributions raised by Swedish Cooperators on a voluntary basis.

These collections are supplemented by contributions from the. Swedish
Coopurative Organisations. Zunds were collected under a campaign known
as "without Boundaries". at the recéntly held Congress of the Coopera-
tive League of the USh, a similar idea was mooted. a Fund has algo been
raised by the west German Coop:irstive Congress called the "aidyIndia
Fund" for providing technical issistance to cooperatives in India.
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grammes in the field of Cooperation. The alliance, therafore, makes
avery effort to ensure that the programmes in the realm of Cooperative
Movement are, as far as possible, ¢ffeoctively coordinated.

I'ne regional Office & Education Centre of the IC. started
functioning in New Delhi in Wovembsr 1960. This came sbout as a
result of long and incessant discussions carried out at the various
Congresses of the flliance dating back to the ysar 1948, and also
after a study of the cooperative problsms in the Region had been
sponsored by thc alliince in 1955. During the course of the dis-
cussions, ways and means were explored to bring the Movements in the
~developing countrics closer to the :1liiznce and also to seize the
global challenge of helping te contribute, through thz instrument
of Cooperaticn, to the social and cconomic developmant of the under-
developed countriss.

©t the Lausanne Consress of ths ..lliznce in 1960, a Long-Term
lechnical :ssistance Programme wis drawn up which emphasized the aspects
of the continuation and completion of the exploration of the
developing regicns by experts, a pro:iramme of intensive resedarch in
various aspects of Cooparition, the promotion of education at all
levels, collaboration with United Jations and other agencies and,
finally, promotion and oxpansion of trade between coopzrative
organisations in developing countries and more advanced ones.

The activitiecs of the Centre can be divided into the following
five heads: , .

Intensification of ICa relations with the Movements,
Supply of information and technical assistance,
Collaboration with international organisations,
fducation and research, and

advisory Council.

U T AR R
Ln(-\.\».’\)'k—’

5.1 Intensification of IC: relations with the Movements

Contacts with member-organisdtions are oxtended in the
follewing manner. First, the Centre’s officers visit. the various
movement s regularly. Often, thaese visits are hold in conjunction
with some educational activity that is being held in & particular
country., sn opportuiity is then taken to discuss with the responsible
officers of the rrganisation “He problems of the Movement and the
ways in which the «lliance could muke itself useful. Information
about these visits is, in turn, conveyed to the Hexdquarters
of the .lliance in order to cnuble it to make its policies more
realistic to the needs of the Movements. 3econdly, the Centre
brings- to. the notice of the Movements international facilities
which arée available to Coopzriabors. an example is the travel
grants offered by the Ul agencies. Finally, the exchange of
vooperators is further ficilitated by the award of Fellowships
by the ICa itself and by Léelping in drawing up eflfective programmes
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for the Uooperstors visiting the advinced countrics. It may be
idded thit help is also sought from the Centre by the wWestern
Cooperative Triining institutions in the selection of participants
from the negion. The bwedish KF/UL oominir is 2 case in point.

5.2 supply of information and technical assistance

{he Uentre devotes considerable time to answering queries on
various problems facing the Cocperztors in the Region. These may
relite to the organisation and activities of the alliance itself,
consultative service in various fields of cooperative activity, and,
finally, the increasing desire of Cooperators in the Region to know
about the possibilities for further training abroad and exchinge
visits to different countries of the world. Such continuous contacts
help to keep the Centre informed about the problems which are
exercising the minds of Coopsrators in the Region, enables the Centre
to make its progrimmes and publicutions relevint to the needs of
the Movements and, finally, establishes the Centre as a servics
agency over the widest and most divars: audience.

he second major function under this head may be classified as
one of securing "technical assistance" which, in its broadest sense,
includes the supply of expasrtise, finance and, in fict, any kind of
help from one Movement to the other. More concretely, this function
could be broken down into the identificition of the areas of technical
assistance either at the Centre’s own initiative or through
the receipt of requests from a cooperative organisation, conducting
preliminary enquiriess und negotiations with the virious authoritics,
orocessing of the project with the I0s headguarters and, finally,
where necessary, arranging for the orientition of the experts to local
problams and conditions. st the ICs Congress held in 1963 at
sournemouth a Aesolution was iAdopted which exhorted the advanced
movements to help, in collaborution with their counterparts in the
developing counbtriss in the setting up of processing industrigs in the
Cooperative sector.

5.3 Collaboration with Internitionzl Organisations .

within the Parlisment of the alliance, great emphasis has been
laid on giving the utmost collaboration to those internstional
organisations, varticulirly, the UN igencies, which also have pro-
grammes in the field of Gooperation. The Regional Centre secks to
project the same support to the iegional W organisations in South-
wast asia. Such collaborition takes the form of exchange of programmes,
mutual exchange. of invitations for participating in various
confercnces dealing with Cooperition and allied subjzets, and,
finally, the aspeact of erganising joint sducational activities with
UN agencies. Thus, a seminar on "The Role of Coopsration in the
Emencipation of Women" wis held in New Delhi in November-December 1962
by the ICa in collaboration witn the UNESCO,
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5. Bducation and Rescarch

The major concentrution of the Centre’s activities is, however,
in the field of Cooperitive Eﬁgqation. The Centre organises four
to six hegional Seminars every year and two Jaticnal ones. lable IV
in the .ppendix gives the subjects and the number of participants
to the ICs seminars held so far. The educdational activities are
classified under kxperts’ Conferences, 3eminars and Workshops. The
xperts” Conferences ars attended by people who.-have a specialised
knowledge of the subject around which a Conference is organised. The
participants are invited directly by the Centre. Both Kegional and
Jational seminuars are orginised in different fi=lds of Cooperation
and the participants are selected by the Nitionul Cooparative member-
organisations of the I0a and the Governments concerned. 4 forum
is thus provided for exchange of views between the "officiall
“and "non-official" Cooperators on pertinent Cooperative issuss. A
national seminar is organised sp:cifically at the request of a
particular Movement and the alliaznce contributes by helping in the
programming of the activity and by providing some expert lecturers.
‘The third type of educational activity is the organisation of Work-
shops, &« term which denotes a more practically-oriented approach to
the discussions.

These activities which last anywhere from one to two weeks are
rotated around the Region and collaboration is sought from competent
speakers to handle selected subjects.

- In this connection, mention may bo mide of the Cooperative
Ministers’ Conference which the alliancc organised on the "Role of
Cooperation in Social und Economic Development" at Tokyo in april
196/. Yo this Conference the Ministers of Coopsration from virious
countries in the hegion 4s alsc the Presidents and Secretaries of the
national voluntary organisations were invited. selected wWestern
Cooperstors, inciuding the President and the Director of the
wlliance, also participated. The VYonference discussed some inter-
naticnal aspects of the Cooperative Movement, such as "Coopsration
in South-Bast 4isii loday - hole and Problams", "International
Cooperative Trade", and "Intarnitional Cooperative Technical
wssistance". Lhe Uonfersnce recommended the convening of a special
meeting to study the problems of Coopsrative trade in 3South-East
asia and a Gonference on this subject is likely to be held in
February 1966 in Ncw Delhi. '

The Centre also runs a small Risearch Fellowship Programme under
waich three selected Cooperutors from the Region of South-Zuast asia
are enabled to gpend six months to eight months at the ICa offices
in New Delhi pursuing a programme of advanced training and research.
Lately, an effort has been made to give z-more practical slant
to the studies of the Rescarch Fellows. ‘
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The Centre also kea'a programme of research under which selected
issues are studied on 2 Regional or National basis. as a consequence
of the seminar orpganised in collaboration with Unesco and referred to
earlicr, the Centre had the Hegion ef South-bkast nsia surveyed in order
to make concrete suggestions for bringing apout closer relationship
between the Cooperitive and women’s orzanisations. s study reviewing
the progress of Research in Coopceration in India was completed last year.
~ regional survey of Cooperative Marketing in South-East usia is
under way and is expected to be ready by the end of 1965, finally, an
attempt is now being made to bring to:ether the Cooperitive Legislation
in the various countrics of the Region and to highlight some specific
aspects of Cooperative Laws which fucilitate or obstruct the growth
of the Movements.

Production of Litzsrature

In visw of the shortage of literiture in the field of Gooperation,
the Centre has an active programme of production of literature. The
large part of such literature iascrues out of the deliberations of the
Conferences ind seminers which the Centre holds from time to time. For
instince, out of the first seminar held in 1960, a book on "Gooperative
Lexdership in South-Tast asia" has been produced. & new series of
brochures relating to virious cooperative problems is now under way 2nd
the first brochure entitled "Econmmics of a Consumer Cooperative" is
already out. The second brochure dealing with "Coopsration and Small
Industries" is expzcted to be ready in a few months” time. an
annotated Bibliography of Coopsrative Literature pruduced by
Cooperative Movemants is now regularly issued on 2 six-monthly basis.
i Cooperative Press Directory for sSouth-Zast isia and a Trade Directory
listing the namss of interested cooper:tive organisations with brief
specifications ¢f the commodities have .lrsady been in circulation.
Work is also progressing on three more publicztions,nemely, "Readings
in Gooperutive Education'", "Coopcrative Cradit and some .spects of
Marketing', and "Readings in Consumcers Cooperation". It should be
mentioned that the Centre his now accumulited a vast amount of material
which is distributed mostly free of charge, to about 600 individuals
and cooperative institutions 211 over the negion.

fxperimental Project in otudy Circles

‘he need for evolving effcective member-sducation techniques which
could be used with advantage in the hegion his led the Centre to conduct
~an experiment in the field of study circles. The results, based on
the practical work done with som:z study circles in consumer cooperative
societies in India have now been distributed 1o the various cooperative
movements.

5.5 advisory Council

ihe entire programming of the Centre’s work is done with the help
.of an advisory Council which consists of eminent Cooperators from all
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the member-countrics in the Region. This Council has also the task
of reviewing the work done during the preceding year. The nlliance
attaches the greatest importance to the delibsritions of the
advisory Council. It can be said without exaggerition that in the
advisory Council s forum his been created in South-East asia on
which problems of Coopzrition are discussed regularly every year
thus helpinz to make the work of the Regional Centre increasingly
realistic to the needs of the Movements in the degion.
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aPPENDIX

Table Number ¢ 1

Table showing the numbsr and types. of primary credit societies

(adapted from: heport on the Centre on Institutions for agri-

cultural Financing ¢nd Credit in 4Asiu and the Far Eust, Fa0
Rome, 1964)

g Credit societies - ‘Multipurpose |
- Country Year : ‘ socisbies Total
Unlimited = Limited e
S Tiability ‘ liability

— — _ : 5
Ceylon 1960 3,722 164 4,977 8,883
Malaysia 1963 1,500 BN - 1,500
(Fedn) 2) : 3)
India 1963 85,421 126,708 - - 212,129
PakistanA) 4 SR :

West . 1959-60 - 11,873 109 - 11,982

Rast 1959-60 289 = 3,705 - 3,994

‘ i}”ihéluding cooparative agricultural production and siles societies.
2) incituding multipurpose socicties, but excluding 9,412 grain banks.

3) out of these 21,734 huve been dormant for one year, and 19,271 have
been dormant for two years and more.

4) including some non-agricultural societies.
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- wPPENDIX

Tabls Number ¢ II

- Table showing credit provided by Primary Céoperatives

(adapted from:fReport on the Centre for Institutions for Agri-
cultural Financing and Credit in ssia and the Far East, FaO,
Rome, 1964)

(in million dollars)

Country 1959 1960 1961 Remarks

Ceylbn a.? ‘YS;O - By credit, multipurpose
' and CaPs societizs

Federation 1.0 1.0 - By booperative credit

of Maluya and cther societies

India 355.0 426.0 511.0

Pakistan 15.0 22.9 - By cooperative credit and
: ' other socisties

Philippines 3.6 0.8 0.6 By &CCFa
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. aPPENDIX

B Table Number @

_ Table giving.some approximite fisures-for the consumers Goopsrative

movement .

"'(id million dollars)

Country Veir Number Mer{xbe?- Sha?e . Sales Profits Loss
of so- ship(in capital
| cieties millions)
| ) | | ‘
Ceylon 1961 5,847 0.73  21.00 10.80  10.800  —-
India 1959-60 7,168 1.40  12.00  76.00  1.600  0.55
Pakistan - ' : ‘ j;:-',
(West) 1958-59 292 0.03 0.50 1.15 0.002 ==
Philippines 1963 189 0.04  0.31 --

495

- .0.180

_l) inciudes 4,255 stores operited by the multipurpose societies ind unidns.
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Table Number IV

Table showing the subjects of the seminars organised by the fegional
Centre and the number of delegates who participated

5. Subject of thée Event

Time - Number of

No. Regional or National “Participants
1. Cooperative Laudership in South-fast asia (R) Nov.1960 40
2. Cooperation ‘n Many Lands (N) - Feb-May 1961 20 .
3. “oymposium on Cooperitive Insurunce (N) Murch 1961 20
4. Cooparative Davelopment Officers Conf. (N) March 1961 20
5. Press and Publicity (R) Oct Nov 1961 24,
6. . -Cooperative Credit Confarence (R) Nov-Dec 1961 17
7. Study Circle Method Conference (R) "December 1961 6
8. Cooperative Membor Fducition (N) Jan-Feb 1962 27
9. Coopzration for Industrial Wozkers (V) Feb 1962 -
10. Cooperative Development Officders Conf () February 1962 24
11. Cooperative Marketing (R) March 1962 23
12. University Teachers Workshop (V) May-June 1962 25
13. Coopzrative Press and Publicity (R) Sept Oct 1962 35
14. Orientation Course for Teichars of Rural

Institutes in India (N) Oct. 1962 14
15. Women and Coopzraticn (R) Nov.Dec 1962 32
16. Cooperative Farming (R) December 1962 23 -
17. Cooperative Housing (N) January 1963 -
18, btudy Cirele Methods (R)- Januzry 1963 9
19. Techniques & Mothods of Member Edu01t10n (R) April 1963 21
20. University Teach:rs’ Workshop (N) May 1963 30
21. Consumers Coopsr:tion (R) June 1963 2
22. Cooperative Insurance (R) September 1963 14
23. Cooperztive Member Fducation (N) Septembor 1963 -
2. sgriculturdl Credit (R) Jecember 1963 11
25. agriculturzl Credit (N) December 1963 -
26. Youth and Cooperition (R) January 1964 8
27. Cooperative Ministers” Conference (R) april 1964 52
28. Cooperative Member Education (N) June 1964 42
29. CGooperative agr. Davalopment in Nepal (N) aug-Sept. 1964 60
30. GCooperative Marketing (R) September 1964 27
31. Principals’ Conference (R) Octobar 1964 S
32. Cooperative fmployees Training (V) October 1964 16
33. Cooperuative Member Education (N) November' 964 4ty
3. GCooperative Housing (R) Nov.Dec 1964 - 17
35, Cooperation and Trade Unions (R) January 1965 21
36. Fishery Coop:ratives (R) February 1965 20
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Table Number : V

Table showing membership of cooperative societies as parcentage
of population in the year 1962

Country Parcentage
Ceylon 6.98
India 8.39
Malaysia 2.76

Pakistan 2.48
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COOPERATIVE FuRMING - PROBLEMS OF MuNaGEMENT
Carl C. Malone

In considering the management of cooperative farms, it is important
to include the economic and social setting of agriculture in the
countries where they are locuted. Whilc the management of a farming
unit is concerned mainly with problems of the unit itself,. neverthe-
less it is influenced by the general economic and social conditions
that prevail in the country’s agricultural sector and trends under way.

Interest in cooperative farming seems strongest under three sets
of conditions. One is in the less develeped country with many very small
farms (and most likely substantial numbers of landless workers) where
there is much concern about economic and social justice and opportunity
for all rural people. India and Mexico can be taken as examples.
another is where similar concerns over justice and opportunity prevail
and where land is to be settled with people having meagre personal
resources. Israel is an example (the religious factor also exerts much

influence) and mdny less developed countries have substantial land
resettlement projects. s third is in countrics where large privately
held commercial farming units no longer are socially acceptable and
the choice is to break them up into smaller units or shlft ‘them to a
different farming system.

‘We shall not consider the religious groups who carry on cooperatlve
farming based on their rsllglous beliefs nor collective farms under
Communist regimes. In the latter case,: Qollmct1ve farming seems to
arise as much from political as from economic considerations.

In contrast with the more limited interest in most countries in
cooperative farming, the concern for having effective agricultural
service organisations of various kinds is widespread in nearly all free
countries whether more or less developed. This is especially trye in
developing better services for farmers. iAnd service cooperatives are
often found among urban consumgr, groups as well. Basically, the
organisation and management problems of service cooperatives are
simpler in nature than those of cooperative farms. Their financial
success is more readily assured as is the satisfaction.of the membars
in the results obtained. The fact thet service coopératives are
relatively easier to organiss and manage successfully than are
cooperative farms has contrlbutcd to thslr w1despread acceptance and
.use. » : :

Cooperative Farming Socizties

The basic type of organisation needed to qualify a farming society
as & cooperative has been much discussed and carefully described in a
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number of publicationS-l) The key festures are that the productive
farming resources including the labour of the members are pooled and all
the resources operited as a single farming unit. The way the land is
owned is not a crucial matter but joint control of the farm land and
other resources by the cooperative and continuity of operution are
important.

Ine name "coopzrative farm" or equivalent is used in many situations
that do not conform to the conditions set forth above. Such farming
societies either are cooperative in name but not in fact or are special
caszs of one kind or anothzsr. We will not be concerned with them here.

- Cooparative organisation of farming rescurces is of interest
almost wholly as an altzrnative to small family-operated farms. It scems
almost never to be considzred where good furm land is relatively -
plentiful. This is true whether the fairming enoperative is set up by
a rasebtlement project nr is the joint action of a number of small
farmers who voluntarily pool their farming resources. Thus a comparatively
large supply of labour relative to land is, for all practical purposes,
inherent on cooperative farms.

Some farms identified as cooperatives seek to avoid the problem
rf trying to make 2ffective use of a large labcur supply per unit of
land by having only part of the members participate directly in the
farming while all retain membership based on the resources they have
poolzd. Since the intercsts of working and non-working members will differ
in such cases, the already difficult managerial prcpblems will be.
increased. The participation of non—worklng members usually only compli-
cates matters.

ns an alternative to setting up a cooporative fam; gmall farmers
may cooperate among themselves to their own advantage relative to
certain farming operations. Coopsrating in the use of a tractor or
othzr cxpensive equipment, in joint 1rr1gat10n or soil oconservation
projects or in field reorganisation are common examples but many
other possibilitiss ~lso exist. The potentizl advantages of such
cooperation as an aid to small farmers needs more attention. we shall
discuss it briefly later inm this paper.

How Farming Cooperatives & 3ervice Cooperatives Differ

The cooperative farm.and the well erganised ugricultural service
cooperative face guite different manugement problems. Since many people
assume that all agricultural cooperatives have similar management
problems, it will add to clesrness to identify some similarities and
differences. ‘

A

1). Report of the Working Group on Coopsrative Farming, Vol. I, Government
of India, 1959. Bhargava, M,P., Pilot Projects in- Coooeratlve Farmings
Programme for the Third Plan Period, »11 Indiu Cooosritlve nevieW5 Oct 1961
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The agricultural Service Cooperative

the successful agricultural service cooperative provides
specific but limited services neesded by its farmzr-members -nearly
2lways individual family firmers. The services it offers are those
the farmer cannot readily provide for himself. Thus, the scrvice
cooperative is an alternative to the private business firm, having
the services provided by the State or is established because such
services are not available. '

Typically, the labour required to carry out the functions of
the service coopsrative is hired and not provided by the membars them-
selves. Most of them employ 2 mianuger althouzh they may recruit him
from among the members. The role of the members is to set operating
policy, provide capitzl and make full use of the services offered.
In a well-managed gervice cooperative, the jobs to be carried out
are clearly defined. Considerable division of labour nearly always
is possible and dssirable. workers are chosen who are suited to the
job to which they are assigned. Pay rates are fixed on the basis of
responsibilities and skills. lhe labour force is not fixed but is
adjusted to the amount of work to be done.

‘he members set goneral policy for the cooperative and elect a
maenaging committse who work with the manager. The manager, in turn, has
charge of operitions,; has direct control of the workers and uses his staff
to provide the: services to be rendered to the individual member. Ths job
of the manager is to provide the services wanted in an efficient manner.

If the service cooperative has an intorest and active membership,

sufficient capital und good management and staff, it will be able to
provide effective services if the surrounding conditions are favourabl.:.

The Cooperative Farm

In the cased ths coopsrative farm, the members provide the capital
(1and ond operating capital). They set policy by one means or
another. They either employ a manager or assign this responsibility
to one or more of their group. Up to this point the farm cooperative
and service cooperative are much alike. The key difference arises
because the members (own=rs) of the resources of the cooperitive also are
full-time workers in the coopsrative. They must adjist their working
life to the needs of the cooperative — it is not a matter of family
choice. Their lascour becomes subject to the direction 3f the manager.
Inevitably, the member’s job as a worker on the cooperative farm looms
larger in his mind and occupies much more of his time than does his
role as a member of the socisty in setting general policy as to how
the farm should be organised and operated. The usual farming experience
of the average member, 21s0, is limited to the problems of a small
farm. He will have little or no background for helping set operating
policy on the lurger cooperative farm.
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The skills, abilities and attitudes which individual
members bring to the cooparative farm will vary a good deal. The
more the group is traditional in its fairming methods and way of
living,® the smuller these differences are likely to bes the more
progressive -and developed the members of the cooperative, tbe
larger the individual dlfferences are likely to be.

In setting oporating policy, the cooperative must find a way
to harmonize differences among its members so thit they will be an
asset as far as possible rather than 2 liibility. This must be done
at three diffoerent pointsy (1) in sebtting gencral production
policies, (2) in utilising the labour of members, 2nd (3) in dividing
up the annual income whether in produce or in money.

Management Problem One - Farm Production Policy

In setting farm production policy, two problems arise. One is
in deciding on the general farming system to be folldwed, and the
balance between labour :nd capital to be used. The limitations of
small-farm experisnce has already been pointed out. Some members will
be more progressive and othirs more conservutive. oome will want to
sttempt more rapid progress by taking greater risks while others
will prefer greater sccurity to larger risks. The larger and more
advanced the cooperative, the more difficult these problcéms become
since the cooperztive then has more alternatives from which to choose
~wnd will be using more capital which involves taking greatsr risks.

4+ sscond production policy muttar has to do with the choice
of the manager of the farm 4nd the powers to bz entrusted to him. The
members nced to undsrstand thit group management of a farw operation
seldom is effective. Understandably, they may be reluctant to give
the manager the decision-making power over operations he needs to be
most effective since it is their own labour and capital they are :
placing under his control. If they choose group management to provide
mor: representation; decision making is likely to be slower and more
cunbersome, If they choose individual management, the members may come
to feel that che m.nager has too much powasr ever them.

- Management Problem Two - Use of Labour

One advantage claimed for coopzarative farms is that the larger
labour force permits a substontial division of labour. This can easily
be over-rated. Some division cf labour is possible in firming but not
a great deal. Field “aoour needs are closely related to the process of
plant growth ~ preparing the sced-bed, pianting, interculture, harvest-
ing are a time sequence that is dictated by the crops bzing grown.

The member who makes a good farm worker has reasonable skill at various
jobs all through the ssason rather that special skill at one parti-
cular job. Thzre will be soms flexibility in labour use as between
those who use bullocks and those who work by hand or between a tractor
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driver and a worker of bullocks. But since neither tractor nor bullocks
are used every day ner at all farm jobs, - the same is true for each
type of farm work - work spceialisation cannot be carried very far. To
go very far in trying to make use of individual labour skills or
preferences will be at the expense of officient labour use thus
increasing costs without raising farm outputs. Nearly all larger

farms whether cooperative or private find this a difficult problem.

Unlike the manager of the service cooperative who employs workers
based on the jobs to be done, the manager of the cooparaitive farm must,
as well as he can, adjust the work to be done to the skills and
temparament of a fixed group of the member-workers who came together
for other reasons and not to make up an efficient labour force. Since
his member-workars 1lso are his joint employesrs, the manager must be
concerncd with catering to their work prefecrences and avoid hurting
their feelings as well as to getting the farm work done well and on
time. .+ high level of labour efficiency is difficult to achieve with
such a labour force. '

Fuyrther, the manager will have no choice in the size of the’
member labour force he must use since this is determined by the number
of working members and not by the work to be done. lthis fact limits
his freedom to choose among enterprises 2and to combine labour and
capital most effectively for each enterprise. In «ffect, the member
labour force to be employed is a fixed production fictor. Thus he has
two relatively fixed production factors; the acrsage of land being
firmed and a large labour force to be utilised on a yeir-around basis.
In any farming operation the larger the proportion of fixed factors,
the more difficult the minagemcnt problem becomes in using resources
effectively.

There are some gains, of course, from the larger labour force,
The larger labour supply will m'tke many projects possible that the small
f.rmer cannot successfully underteke. The variety of labour skills
available will provide the capable manager with opportuniti:s which a
small farmer does not have. However, these advantages do not automatically
outweigh™ the disadvantages. T

Management Problem Three -~ Distribution of Net Income

The third problam arises in the distribution of net income. «t this
point, it is important to understand the sources of net income on any
farm. cooperative or other, Farm income (net galn or loss) arises from
the use of four types of resourcess (1) the use of land and other fixed
capitalsy (2) the application of human libour; (3) the use of operatlng
capital (bullocks, michines, seed, fertilizer, irrigation water etc.)
and (4) the skill and thoroughness of minlgemﬁnt and: superv131on.

In practice, the amount of farm income dsrlved from each of
these cannot be determined exactly. But considerations of equity
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suggest that the various claims to incoms should be reasonably
closely related to the contribution made by each member. In most
farm cooperatives an effort is made to do so. Inherently, this is
difficult and an cxact determination impossible.

Ihe problem of varying income payments based on the land
contributed by each member is not too difficult. But there is no very
accurate way of estim:iting the carefulness, speed and quality of work
done by eich member and the relative value of his skill. The simple
m:thod is to rscord the hours worked, some rite work done in othsr
waiys. In any case, the detailed rocords required to provide a basis for
reasonable equity in paying for the labour contribution adds a
considerable overhead cost. Members must possess a good deal of
tolerance so the income allocation method used does not creite
friction among them.

. related policy problem is the question of how much of thes
year’s income should be paid out to the membors whethor in produce or
money and how much should be "ploughed back into the farm business"
to build up capital. Since nearly all farms including cooperative
farms are short of working capital in their begimning years, this is
an operating policy problem of the first order of importance. The
larger the amount paid out, the high:r will be the individual
income and lwvel of living of the members in the present but the slower
will be the growth of the cooperative firm as a progressive concern
in the future. The la.rger the amount of income put bick into the
business to build for the future, the more the reversz will be true.
Logically, this qu:stion must be dacided by the members rather than the
manager. But mansagement will be handicapped unless this decision
is made well in advance of annuzl planning. This is not likely to
happen.

The individual furm family is faced with this problem, too. For
the most part, thc members of 2 family find it easisr to risolve than
do the members of a farming cooperative simply because goals and objectives
about the present and future are more nearly alike within families
than among different families.

Responsibilities of Management

In the foregoing, an effort has been made to distinguish between
two aspects of management ~ general operating policy and that of detailed
management. In principle, decisions as to general operating policy in
a cooperative are the joint responsibility of all the members acting-
together. The farming coop:rative would be no exception.

If general policies arc to be well-made in a cooperative, some
one must carry on in uctive educaitional programme for members dealing
with policy choices. Such education helps.the members identify the
various policy problems and what is involved in them, helps them see the
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practicable alternitives th+t might be chosen and the advantages

ind disadvantages of cich one. lhis provides them with a better basis
for making policy decisions. This education must be carried on if

the cooperative is to be effective but it is not always clear who should
do this nor how and when it .~ can be done in the case of the farm
cooperative. It needs to be recognised that joint decision making

does not increase the wisdom of the decision makers. and the small-farm
background of cooperative farm membsrs will be a handicap rather than
an isset unless offset by 3 vigorous and well-planned member education
programme.

Detailed operating minagement curried on within the framework
of policy decisions-is the other aspect of management. This should be
organised into three phirses:-

1. The farm plamaing phase,
2. The plan execution phase, and
3. The analysis and appraisal of accomplishments.

Farm glanning is concerned with looking ahcad for a planning
period, deciding in detail what will be done, how and when to do it
and by whom. On & cooperative fzrm, this would be the joint
responsibility of the miunager and the managing committee. Ordinarily,
it is better for the miniger to be employed and not a member as he
then can be more objective than can one whose personal resources and
"interests are involved. However, a skilled farm manager cannot be
hired cheaply, if hg can, most likely he will be 2 supervisor rather
than a real manager? Tn addition to the usual probloms of famm
planning, the special ones peculiar to coopsrative firms alrcady have
been discussed and need no further elaborition.

The manager should bz responsible for decisions about current
operations. The managing committeec can provide guidance and
counsclling. But unless the manager is capable of making decisions and
given the authority to carry them out without undue interference, the
whole project will suffer. '

On & larger farming unit, supervisors also will be needed. Their
responsibility will be to help carry out the decisions of the manager,
assist individual workers increase their working effectiveness and kecp
the manager in touch with operating problems thit nced his attention.
Good supervisors are organisers and trainers of men rather than
purveyors of orders and critics of individual workers.

The analysis and appraisal of accomplishments will require the
keeping of useful accounts and records. These should be designed to be

§ In this part of the world, tha term farm manager fraquently rafers to
the person doing farm supervision rather than the one making decisions
and seeing thit they are executed which is the main function of 2 munager.
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as siumple as possible provided. they ssrve the purposss needed.
Double entry zccounting is of littls use. in farming. The kind of
rocords kept should fit farming needs and the policies of the
cooperative. However, they should be suitable for an annual audit
of assets and lizbilitics and of income and expenses and provide
the information needed so an squitable distribution of income based
on the policics of the particulir cooperative can ba carried out.

Principles of Managcment

The principles of manugement of cooperative farms basically are

no different. than that of other farms. The first requirement in
good fairm manigement is to know clearly what is to be accomplished
given the conditions that prevail. Some of the spascial difficulties
along this lince inherent in cooperative farming have been pointed out.
The second requirement is to bring together as effective:a sct of
firming resources as conditions permit and organise them into a
logical farming operation. Usuazlly, cooperative fairms have betber
access to capital and production supplies than most small farms. But
they must manage with a basic labour force thit was brought together:

with 1little regird for labour need and utilise these workers as
effectively us they can. » coop: rative farm skould have access to

seasonal labour us well as other farmers in the area.

Cooperative firms should havc better access to markets than
most small farms both in buying and selling since special marketing
ssills can. be developed and mors transport likely.will be available,
This may permit developing enterprises thit are not readily asable bY)
small farmers. Being larger in size, may also widen the range of
enterprises that can be considsred.

Larger firms usually are ‘nvolved in a-.considerable number of
fixed costs and these are likely to be accentuited on cooperative farms.
For example, these will be under some pressure to keep the main
labour force employed on 2 yzar-round basis whether the work is
remuncrative or not. The need for paid maniger, supervisors, accountants
ete., are direct fixed costs which the small farmer dops not incur.

If dzcision maklng on the cooperitive farm becomes time
consuming in practice, this will act as a kind of hidden overhead cost
th.t lowers efficiency and interferes with output. In other words,
making the managament function really coffective is always difficult
on the larger farm ind c¢specially so with the cooperative,

Since very little study has gone 1nto'the details of management
problems on cooperatlve flrms, not much is known about them That. such

tlve f ™ms- that have been m;de.
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Man.igement Guidance and ..ssistance

& wide ronge of information needed by these who manage farms is
readily available in most western countries. This is much less true in
most of asia. .s indic.ted above, cooperative farms have a numbar of
difficult manigement probl:ams that are peculiar to coop:ratives in
addition to the usual range of managerial probluns shared by farms
generally.

In the West also, educational assistance is gencerally available to
those who munige farms if they want to aviil themselves of it, To dite,
this is much legs true in this part of the world. & good deal of
technical sduc-ticnal information is-available in most countries.
However, details as to its. exiet application in particular locations
is not ava’labl:. Information on the economic aspects of famm
organisition nd tichnology, so much needed by farm managers, is not
much available a2t present. Thus, the educational nceds of those
who manige cooperative farms is yot to be developed, generally speak-
ing. The quality of minmgembnt will be handicapped in the
meantime.

Lack of Human Development

- Difficult management problems are seen to be inherent in
cooperative faming. However, this is not its most serious shortcoming.

In every.country where agriculture is highly productive, an
outstanding feature is that the whole agricultural system stimulates and
assists the gevelopment of human ability among its farm people.

T.W, Schultz® and others have pointed out thit added capital and improved
technology account for only a fraction of the increased production

in the more advanced countries while improvement in the capacities,
understanding and skill of the people which contributes much to output
has shown and continues to show great progress. He concludes that

human development is 2 vital factor in cconomic deve clopment, a point

thit seems fully valid in the fairm soctor '

It is difficult to sce how the member of the cooperative farm
can benefit as much in this human development process as the individual
farmer, The individual farmer is constantly stimulated and assisted
to develop himsclf and improve his monagement as well as his working
skills in 2 well-organised agricultural society. This stimulation
and assistance would, by the niture of th: organisation be much less
on the cooperative farm. Hercin may be its greatest long-run weakness.

Coopuration in Farming Operition

While there is a great dezl of experience in cooperztion with
certain farming operations among individual farmers in many parts of

y Schultz, T.w., Investment in Human Capital, the american Zconomic
Review, Vol 51, Murch 1961
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the world, the kind of cooperation of this kind thit would be
effective on the small farms of asia is still to be developed.

Dr Otto SchillerSg has studied this type of cooperatlon on small farms
in Germany and found it quite effective. .

- In view of the difficult management problems inherent in coopera-
tive farms for which no =asy -solutions ars possible, cooparation among
small firmers in farming operations suggests itself as an alternative
thit inherently has much to recommend it. Such cooperative effort could
be carried on by individual farmers in those ways where joint action
would be beneficial but would not interfere with that part of the
individual farming operation where joint efforts yield little or no
gains. Morsoever, for much of this type of effort, there would be no
need to pool ths use of land. That pirt of the capitzl and labour
could be pooled that would gain substantially from the pooling and the
part of the labour and capital thit would not gain could be carried
out by each farmer 2s he saw best.

This jidea combines the benefits of cooperation where the gains are
sufficient to justify coopzrative =fforts while leaving the individual
farmer free otherwise. Moreover, not only would it not interfere with
the personal development of each member but actually would broaden and
enhance his development more than individual furming along would do.

There seems no rcason to think that this type of farm
cooperation is unworkable, it appeirs simply to be unduveloped The
public assistance it would require would be as much or more in the-
fields of rescarch and education is that of financial assistance to
the cooperative itself. Howsver, som: organisabional and perhaps
finincial agsistance would be needed, too.

The an-lysis of the munzgement problems of cooperative farms does
not lead one to be optimistic about their rapid adoption. The potential
for other kinds of fimm cooperation scems much brighter. However,
much .of the developmental work in firm cooperation that is particularly
suited to asian conditions remains to be ‘done.

§ Schiller, Otto, Coopsrition in Farming Operations - Some examples in
Germany, Yearbook of ugrlcultural CooperAtion, 1959, Basil Blackwell,
Oxford, 1959.
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SUPERVISED FARM CREDIT : A CA§E STUDY IN PAKISTAN
A.F.A, Hussain S .

STRUCTURE OF RURAL CREDIT IN PAKISTAN

1. The growing attention paid to economic development in Pakistan
has brought to the forefront the problems of Pakistani agriculture.
Although Pakistan is still predominantly an agricultural country and
there is general agreement that there is considerable scope for
agricultural development in the country, agriculture is making very
little headway and is lagging far behind other sectors in. development,
In the two Five Year Plans which the country has undertaken so far a
major emphasis was placed on agriculture. However, the results have
so far been extremely disappointing. A discussion of all the factors
responsible for the stagnation of Pakistan agriculture would take us
outside the scope of this paper. However, there is no doubt that

one of the significant reasons for the slow progress of agriculture
in the country is the absence of a sound system of financing both

for production and marketing. : ‘ L

2, Although the requirement of rural credit in the country is
-difficult to estimate, there is no doubt that it is being met very
inadequately at presenf¥ In studies conducted by the Socio~Economic
Research Board of the Dacca University in 1956 and by the Socio-
Economic Research Project, Punjab University in 1955 it was shown that
professional money-<lenders play very little part in Pakistan in the
provision of rural credit, their place having been taken by
"relatives and friends" "well-to-do rural people", shop-keepers,
beparis and farias (trading intermediaries). In East Pakistan
cooperatives provided only 0.38 to 1l.4) per cent of the credit in
the four subdivisions surveyed, In the Punjab where the coopergtive
- are.better organised, they provided 1l4.3 per cent of the credit:

§ The views expressed in this paper are strictly those of the author
and do not necessarily represent those of the East Pakistan
Government which he is serving at present.

1. The estimate of the Credit fnquiry Commission puts it at
Rs. 3,000 million as 25% of the slow of output in agriculture.
Government of Pakistan - Credit Enquiry Commission Report

1959. p.7.

2, Dacca University Socio-Economic Research Board - Report on the
Survey of Rural Credit and Rural Unemployment in Fast Pakistan.
1956- p- 57- '

3. Socio~-Economic Research Projéct, Punjab University - Agricultural
Credit Bnquiry in Six Villages of Lahore District, as quoted in
the Credit Enquiry Commission Report, 1959. p.7
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Credit provided by the Government was also insubstantial. It formed
0.32 to 5.99 per cent of the total in the East Pakistan subdivisions
and 13.4 per cent in the Punjab. According to the recently published
Report of the Pakistan census of Agriculture which covers East
Pakistan, the total indebtedness,of the agriculturists in East
Pakistan is about Rs.930 million. Since 1956 when thé Dacca
University rural credit survey was made institutionsal: credit has

been stepped up by deliberate policy. However, institutional loans
still probably form only about 10% of the total credit. The
following table shows the position in East Pakistani

Agricultural Loans Granted by Institutions in East
Pakistan, 1960 - 62,

" (Million Rs.)

Agencies . : Amount of loan
1960-61 ’ 1961-62

Government : 8.5 25,0

Cooperatives 38.1 o 40.0

5

Agricultural Development Bank” 37.6 | " 40.0(approximate)

Government role is, in fact, more important than the above
table would suggest. The whole of the capital of the Agricultural
Development Bank has been contributed by the Government of Pakistan
and the Provincial Governments., The Provincial Governments are also
participating in the share capltal of cooperative banks and are also
giving loans to them, C :

3. So far as the terms of lending are concerned the Dacca University
" survey revealed that non-monetary forms of interest predgmlnate over
monetary forms of interest, at any rate in East Pakistan. Although
the non-monetary forms of interest were developed partly to

4. The number of farms is 6.1 million., Quite a few of these farms
are operated jointly by more than one family. Government of
Pakistan - 1960 Pakistan Census of Agriculture, Vol.I, Final
Report - East Paklstan, October 1962, Tables 34 - 38.

5. Previous to February, 1961 two separate credit agencies existed,
-viz. the Agricultural Bank and the Agricultural Development
Finance Corporation., These two organisations were merged into
orie, the Agrlculturll Development Bank in February, 1961

6. Daceca University 80010-Economlc Research Board - OQ.Clt., Ch VII.
The various non—monetary forms of interest are : payment of
interest in terms of a: pre-determlned amount of paddy in addition
to the principal,’ transferral of the use of larid from ‘borréwer
to the lender commitment by borrover to sell crop to lender etec.
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circumvent the Muslim religious taboo against interest taking, the
monetary equlvalents of the non-monetary forms of interest are in
fact as high as the money rates of interest. Government and the
Cooperative societies lend at low rates of interest generally at
below 9 per cent per annum, The Dacca University survey also
revealed that most of the loans given by "friends and relatives"
and "well-to-do rural people" were made either without interest or
at "low" rates of interest i.e. at 1 to 50 per cent per annum.
However, loans given by money lenders, shop-keepers and marketing
intermediari@s were often found to carry interest rates of 50 to
100 per cent'7 It is another disquieting finding of the Dacca
University survey that only a smell part of the total loan taken was
utilised for meeting productive expenditure. For example only 9 to
13 per cent of the loan was .spont for meeting current expenses of
farming i.e. purchase of sceds and fertilizers, hire of labour,
equipment, payment of rent ete. Another 8 to 13 per cent of the loan
was spent on capital expenditure on farming e.g. purchase of agri-
cultural equipment and livestock, construction or fensing for farm,
purchase of land ete. The substantial part of the loan i.e. 64 to
75 per cent was spent on family consumption, residential construc-
tion or repair, social ceremoney, litigation, medical expenditure,
education etc. g In other words whatever small amount of credit was
available was used not for farm operation or increasing farm
productivity but for consumption purposes. .

A The structure of agriculture in Pakistan particularly in the
castern wing, with small holdings, subsistence farming, inadequate
means of transport and communication and periodic hazards like
floods and cyclones to which the farmers are subject, makes the
problem of organizing efficient farm credit specially difficult.
There is an acute requirement of credit of all types viz. for

short, medium and long term. Loans are necded not only for current
production, but also for improvement of farm, for helping in
marketing and at times providing subsistence to the farmers and
their families. It is generally recognized that for organising a
sound system of farm credit particularly short and medium for credit
cocperative is the best agency.

The Central Government of Pakistan sometime ago made a policy
declaration that cooperation would henceforward be recognised by the
State as an economic sector besides the public and the private
sectors. The Second Five Year Plan laid great emphasis on the need
for the rehabilitation and development of the cooperative movement
at all levels of cooperative institutions. There is'no doubt that
the Third Five Year Plan which will come into operation in 1965
will provide for a considerable expan31on in the size and scope of
the cooperative programme.

7. Ibid.
8. Ibid., Ch.VI and Appendix-B, Tables 24(a)-(d).
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THE COOPERATIVE MOVEMENT

5. The cooperative movement in the Indo-Pakistan sub-continent

is nearly sixty year old and has had a chequered history. A start
was made with the Cooperative Societies Act of 1904 -and the movement
expanded rapidly, The Cooperative Societies Act II of 1912 also
introduced a three-ticr system in the cooperative movement : (a) Pri-
mary Sccieties at the base; (b) Central Banks and Central Unions at
the secondary level and (c) Provincial Banks at the top. There was

a tremendous growth of the movement till 1929. However, the
depression of the thirties caused a virtual collapsc of the movement
Due to the precipitate fall of agricultural prices and the wholesale
defaults of members of the societies, cooperative banks and societiecs
were in great difficulty and special debt legislation introduced

by the Provincial Governments failed to casc the situation., Although
measures were taken in the late 1930°s to rehabilitate the movement
by scaling down debts and providing fresh finance, it was only after
the outbreak of the Sceond World War that any significant improve-
ment was visible. In East Pakistan where the movement had suffered
the greatest setback there was little improvement even at the time
of Indcpendence 9.

6. At the time of Independence the cnoperative movement was in a
moribund condition. On paper thers were as many as 36,000 agri-
cultural credit societices in the country (of which 27,000 were in
Fast Pakistan) but the vast majority was not active or operative.:
Cooperative banks in West Pakistan got a fillip after partition

due to the vacuum created in the field of commercial banks. At the
instance of the Government the cooperatives began to(glay an
important role in the finance of trade and commerce,d0 These
activities have continucd to be the main occupation of the coopera-
tives in that wing. It is only recently that the rural cooperatives
have been performing a significant role¢ in the overall credit opera-
tions in West Pakistan. The partitions produced little impact on
the societics in Bast Pakistan. The East Pakistan Provincial
Cooperative Bank was established in 19/8 as the apex bank for the
coopsratives in that wing, with 83 Central Banks as its members. A
majority of these banks were running at a loss due to inadequate
financial resources, poor management and accumulation of bad debts.
Some of the Central Banks were converted into Central Multipurpose
Societies and under a reorganisation scheme 54 Central Banks were
selected for development at Sub-divisional headquarters under the
Second Five Year Plan. The most sweeping reorganisation programme
was, however, introduced with regard to the primary societies in
East Pakistan. There was a wholesale liquidation of the existing
primary agricultural credit societies most of which had unlimited
liability. In their place the Government promoted the establish-
ment of 4000 new societies known as Union Multipurpose Societies.

9, For an excellent short account of the history of the Cooperative
Movement and its current problems, vide State Bank of Pakistan -
Agricultural Credit in Pakistan. 1962, Chs.VI-IX. The prescnt
and following sections of this paper are based on this study.

10.1Ibid.
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A Union Multipurpose Society has its area of opcration extending to
the boundaries of the Union, and is much larger in size and scope
than the village society. The multipurpose society is supposed not
only to provide loans and advances for agricultural operations but
also arrange for marketing of produce, supply of agricultural requi-
sites and »f consumer goods. The vast majority of these multipurpose
sccieties have limited liability. '

7. The trend in the loan operations of the agricultural credit
socicties is given in the following tablelk .

(Hundred thousands rupees)
1948 - 49 1955 - 56 1959 ~ 60

Tast  West Fast West fast West .4 9

pak. Pak. ot@l  pap. pak, Totel pak. Pak.

Loans - 19,89 70.12 90.01 12,08 262.99 275.07 277.23 530.54 807.77
advanced : :

during

the year

Loans out-

standing

at the end : ’

of the year 189,21251,67 440.88 95,57 354.93 460.50 332,01 678.07 1010.08

Of which

overdue  146.2/4 66.37 222.61 72.59 98,07 170.66 55.23 153.37 208.60

Percentage
of overduc
to out-

standing v77% 26% . 50% 78% 27% ';33% 17% 4% 21%

Average out-
standing
ioan: per

society 638 2,781 1,206 1,433 3,444 2,665 8,300 5,712 6,364

- Average cut-

. standing

loan per

member 24 100 43 15 108 48 - 2. 156 83

The table shows that lending operations of the sccicties have expanded
considerably in both wings of the country since 1948-49. As compared
with Rs.27.5 million advanced in 1955-56, Rs.80.7 million was advanced
~in 1959-60. This amount is, however, low considering the average
advance per-society and per member, Thanks to the liquidatlon‘Of old
societies the percentage of overdue to cutstanding in. Zast Pakistan
‘was only 17% in 1959-60. The considerable expansion of the loans of

11, Ibid., p.49.
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the socicties has been due to the policy of the Government and the
.State Bank of Pakistan of providing considerable finance to the
provincial Cooperative Banks and the Central Banks for channelling
to the primary societics. This, however, is no evidence that the
societies, particularly in Last Pakistan, are really on a sound
footing. The matter would require further examination.

WORKING OF THE COOPERATIVES

8. Most of the official rcports provide an indequate and some-
times misleading explanation .of the reascns for the. poor performance
of the Cooperatives, particularly in East Pakistan, where their
failure has been very pronounced. Howsver, there are cnough facts
available from published and unpublishcd sources which make it
possible to arrive at certain broadly acceptable conclusions. 2 One
striking fact that emerges from an txamination of the available data
is that the Cooperatives in Hast Pakistan have failed to encourage
thrift and mobilise rural savings to any appreciable extent. Before
the reorganisation of the cooperatives in the 1950°s few people
cared te buy shares of cooperatives or deposit their savings in a
cocperative, This is understandable because few of the cooperative
societies showed any profit and declared any dividend. The money
paid for a share in a cooperative scciety was usually a total and
definitc loss. The same was truz of deposits. With recurring
losses and piling of bad debts in the societies a depositor stood

to lose not only the interest duc but also the actual money deposited.
The share capital im most credit societies was to a large extent
nothing but a book entry made up of debits shown against new members
‘who joined merely to secure a loan, Thus the cooperative movement in
Fast Pakistan was deprived of what should have been its major source
of finance, viz., rural savings. 4

9. The position does not seem to have radically changed as a
result of the rcorganisation. The following figures show the average
working capital per society and per member for the year 1959-60.

Provinces No,of Mem-  Working Average.Werking. Capital
Socie ber capital Per Per
ties ship  in thou-~  Society Member
sands Rs, N
West Pakistan 11,871, 4, 34,327 86,300 7,260 198
East Pakistan 4,000!7,83,0521 39,804 9,952 50
All Pakistan 15,871‘12 17,379 (126,104 7,945 103

12, The most searching evaluation of the cooperative movement in
East Pakistan is provided by a team of two experts of the
International Labour Office asian Cooperative Field Mission, viz.,
Messrs_A.H, Ballendux and R.Ai. Harper who submltted a report to
the Government of East Pakistan several years ago. Unfortunately,
this report is not published for general use.

13, State Bank of Paklstan - A"rlcultural Credit in Paklstan11962 pP.48.
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The table indicates that how poor are the resources of the Coopera-
tives particularly in Fast Pakist=n. Unless the cooperatives ouwn
resources can be greatly increased they would never be able to stand
on their ouwn feet.

10. The following table which shows the composition of the worklng
capital of the Sociecties in 1959-60 is also revealing,

Percentage to Working Capital

Ttems Wost Peakistan East Pakistan
Paid-up capital 12.69 15.78
Reserves 21.49 3.69
Totai owned funds 35.35 19.48
Deposits : ‘ 17.10 ' : 1.91
Borrowings - : 48.70 78,59
Total outside funds 65.81 80.50

The table shows that in 1959-60 the percentage of owned funds to
working capital worked out to be 35.3 per cent in West Pekistan and
19.48 per cent in East Pakistan. It should .be noted that meagre
though the paid up capital is it contains a contribution by the
Government. It is apparent that the socleties have not been able to
promote thrift which is an important aspect of the primary credit
- societies as they have obtained the bulk of their funds by
borrowings. ’ :

11. The consolidated profit position of societies in both wings of
the country is as followsld :

(Hundred thousand Rupees)

Profit for the year Zast Pakistan West Pakistan
1948-49 | 714 4150
1955556 +0.24 +5 41
1959-60 +3.15 ' +16.41

14. Ibid., p.4b

15, Ibid., p.47
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The table shows that thec cooperatives have shown an increase of
.profits in recent-years, In East Pakistan the situation seems to
have greatly improved after the reorganisation scheme was implemented.
However, it is a common knowledge that the accounting and audit of
the cooperatives leave much tc be desired so that one cannot be
certain if the profits are not exaggerated. However, considering

the extent of the increase of ths loan operations of the societies
profits are undoubtedly small. : :

REASONS FOR THE FAILURE OF COOPERATIVES

12. One of the main reasons for the wholesale failure of the co-
operatives in Bast Pakistan has been their poor record regarding
recoveries of loans. Even in the present reorganised set up with
larger sized societies there is a tendency for overdues to accumulate
on short-term loans. “When farmers arc at the subsistence level and
often operate on a deficit basis, even when a loan is productively
used, therec is a tendency on their part todivert the entire output
towardS‘pérschal’Consumptlﬁn instead of utilising it partly for
repayment of the loan. It has been held by some that the most
important reason of the failure of the credit movement is that it
has attempted to organise credit societizs among persons with no
means at all instead of organising persons of moderate means. If
persons at the subsistence level are to be assisted it-is-essential
that loans must be carefully given their utilisation properly super-
vised and recoveries censured. It is not enough for the societies to
possess certain statutory powers of recovery which they have to
avail of at times, but the officials of the societies must specialise
in the art of recovering loans, a function which they have neglected
in the past, It has been suggested that the financing agency should
not wait until the debter comes to pay his dues., By thzs time of the
harvest he should be reminded of his debt and a certain amount of
persuasion should be used to make him pay it. Previcusly loans

were given against sceurity of crops or on personal security. After
-the bitter experience of non-repaymoent gained by the cooperatives,
loans are currently given in Bast Pakistan against the security of
immovable property to the extent of 75% of the value. This has
necessarily limited loans to persons possessing some assets and
restricted their value although it has improved the recovery record.
Loans are recoverable in East Pakistan as arrears of land revenue
and decrees are executed under what 1s known as the "Certificaten
procedure, However, socleties are generally reluctant to invoke
these provisions for the recovery of overdues.

13, It has been rightly pointed cut by nearly all commissions and’
committees formed to study the problems of cooperation that the
failure of the movement has been in a large measure due to a lack of
training and cducation in coopsrative principles and an absence of
leadership within the movement. Primory societies have generally
been managed by untrained honcrary staff, Even in the reorganised
multipurpose societies in East Pakistan most of which employ paid
Sccretaries, there is a reluctance to pay the officials adequately.
Books and accounts have not been properly kept because of a lack of
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trained accountants and auditors. There has been a lack of proper
supervision at all levals. The State Bank of Pakistan in ‘a recently
published "action Plan" for East Pakistan has drawn up a compreher-
sive programme of training of ccooperative workers and adequate
staffing of cooperatives at all levels by suggesting the sstablishment
of two specialised services for the cooperatives. 6

14, Although we have devoted our attention so far to the primary
cooperative socleties, because these arc mainly concerned with the
subject matter of our discussion, viz., supervised credit, the
.organisation at the higher level, viz., Central Banks and the

apex Bank have also important roles to play. The position of the
Central Banks also leavc much to be desired.

The following tablel? shows the position of the Cooperative
Central Banks. Their own funds of which a part comes from the
Government are small compared to their outside liabilities.

Central Coonerative Banks in Fast Pskistan

{Hundred thousand rupeces)

1948 - 49 . 1955 - 56 1959 - 60
Paid-up Capital 46,38 46,25 30.28
Reserves 124,14 108,72 19,01
Total owned funds 170,52 154,97 49.29
Deposits 116.03 116.90 .46.80
Borrowings 121.28 106,568 249.57
Total outside liabili- ' '
ties 237.31 223,58 . 296,37
Ratio of owned funds to . :
outside liabilities 1 : 1.4 1: 1.4 1:6.1
Advances 179.38 100.23 284,41
Societies Individuals 0.07 6.14 3.62

Total o 179.41 100. 37 288,03

The position appears more favoursble than it actually is
because the drastic reducticon in deposit in 1959-60. as compared to
1955-55 has bean due mainly to the exclusicn from the bonks of
Central Cooperative Banks of deposits of persons résiding outside
Pekistan. Ovardues in 1959-50 amounted to Rs.505 million which
amount to 111 per cent of the cwned funds and 19 pdr cent of the
total advances. The bad and doubtful debts- constituted 16 per cent

16. State Bank of Pakistan - Actien Plaﬁ for tﬁé'Development of the
Cooperatives and Cooperative Training in.East Pakistan, 1962.

17. Ibid., pp.59-61.
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of owned funds and 3 per cent of the total advances. Until recently
the banks were not able to show any profit. They made a profit of
only Rs,1,35,000 in 1959-60. This, however, does not reflect the
true position of the banks as almost all the Central Banks are
managed by the Cocperztive Department of the Zast Pakistan Govern-
ment and their salaries continuce to be paid by the Government. The
position of the apex Bank in dast Pakistan, viz., the East Pakistan
Provincial Cooperative Bank Is no better. slthough the Bank has
considerably cxpanded its loan operation in support of the policy

of the Government the ratio of its ownoed funds to outside liabilities
(deposits and borrowings) amount to 1 : 6. Inspite of the consi-
derable financial and administrative support givon by the Government
the Bank has not been making any profit in recent years. In the
yeer 1959-60 the Bank actually mede a loss of Rs.195,000.18 gvery
year the Bank finds it difficult to repay the advances it receives
from State Bank to the Cooperatives as shert term loans. The
Provincial Government which guarantees this loan has to come to the
rescue of the Cooperative Bank by making advances out of its own
resources.

SUPERVISED CREDIT : .. RECENT EXPIRIMENT

15; The brief account given above indicates that although the
cooperative movement in Sast Pakisten has been revamped in recent
years and much effont is currcently being made to improve its
organisation and expand its operations, the movement is still far
from being on a sound footing. although superficially the re-
crganised set up is supposed to place a major emphasis on supervised
credit, in practice very little is being done in this direction. 4
significant development has however been taking place in a rogion

of East Pakistan, viz., Comilla over the last threc years which is
still considered a pilot project and therefore not integrated into
the regular cooperative movement sponsored by the East Pakistan
Government, This experiment, inspite of the brisf period it has
been in operation, appears to be a development with cnormous
pcssibilities, In the remaining part of the paper an attempt will
be made to describe the main functions of the project, make a
tentative evaluation of the result achiceved so far and point out how
far the lessons derived from the experiment previde guidelines for

a healthy development »f the cooperative movement in Fast Pakistan.

16, The Comilla cooperative experiment was undcrtaken by the
Pakistan 4cademy for Village Development, Comilla under the dynamic
leadershlp of its Dircector, Mr. ikhter Hamesd Khan. It is detailed

in three annual rmports on the experiment issued so far and also
features in the fLcademy ‘s xonthly and annual reports.l9 These sources
have been drawn on frecly in the following description and analysis.
It appears that the main difference between the Comilla approach and
that of the Provincial Government was that while the Government took

18, Ibid., Ch.IX. _

19. The most significant reports are : H.W. Fairchild and M.Z.Hussain -
A New Rural Cooperative System for Comills Thana, Second Annual
Report, July, 1962; ikhter Haomeed Khan and M.Z. Hussain - 4 New
Rural Cooperative System for Comilla Thanaj; Third Annual Report,

July, 1963; Pakistan Academy for Rural Dcvelopment ~ Fourth Annuual
Report, June 1962 - May, 1963
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the Cooperatives for granted and sought to improve their operations
by a drastic policy of reorganisation, the organizers of the Comilla
experiment made a deep study of the problem of rural development in
general and arrived at the cooperative solution as a result of
careful analysis. -

THE BASIC PROBLEM AND SOLUTION

17, - A study of the rural economic situation at Comilla revealed
that the peasants were struggllng with small holdings and that all

- the Tand which could be farmed was being farmed. Nevertheless, half
of the time the land remained uncultivated due to a lack of winter
rainfall., However, in East Pakistan water was plentiful even in
~winter either in the rivers or in the subsoil. Either low 1ift pumps
could raise the water from the rivers or large bore ‘tube-wells.

could secure the water and provide 1rrigatlon to the fields in
winter enabling farmers to raise an additional crop. However, if
water were to be-:Iad ‘t0 each plot it was obviocus that only a
cooperative effort by all the farmers of a village could do it. The
technical solution of the problem viz. consolidation. of holdings
which could be effected on a compulsory basis was ruléd out.
Instead it was decided to "Leave the fields along and get people

to cooperate? 'which eventually was expected to achieve the same
objéctive.2g L close study of other agricultural problems led to the
conclusion that a coogerative system could increase production and
income in the Thana. For successful cosperation it was felt that
it was not necessary ‘to pool lands-in the sense of the collectives.
"However, all other factors of production, such as planning, capital,
machinery, irrigation and human skill could be pocled. The Co-
operative would meke it possible to provide the big tools of produc-
tion to even the small producer. It would enhance both his ability
to produce and his incentive to produce,"22

18. However, the problem was to decide what type of cooperative
system would be really suitable. Village cooperatives had failed
because they had very little of business ability and the principles
of democratic operation were virtually unknown in’ the villages.
The higher cooperatives had failed because they could not secure
the cooperation of thervillage pecople. The solution, it was felt,
"was to .organisc a central cooperative organisation with efficient
management and sound business skill, and then to facilitate its
"operations with small...........v1llage groups."23 | 4 village
primary. interest group might operate informally in the beginning
but would be formed into a cooperative socicty before long. This
Comilla type of cooperation is, however, completely different
from the traditional type of primary cooperatlve society in this
part of the country which has falled SO dlsmally.‘ First, the

20. H. w Falrchlld and M, Z Hussaln - og. cit. p.1ll.

21, The Gomllla cxperiment is limited to the Comilla Thana, which is
an administrative area composed of 13 Unions (excludlng the town
arca) and ‘covers an area of roughly 107 squarc miles, The
population in the Thana including the urban area in the last
census (1961) was 217,646.

22, HuW. Fairchild and M.Z." Hussaln - 09.01t., p.12.
23. ‘Ibid. , p-12.
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business affairs of the village coopcratives are to be handled by
the central organisation., Secondly, the village society will have
an organiser from within the village selected by the group who will
regularly undergo a course of training.provided by the central
organisation, so that after he has learned he returns to the group
and teaches. Thus two institutions werc set-up in the Comilla
experiment., One was the Central Cooperative Association and the
other was the Thana training centre where the Drganlsers of the
village group attend adult school once a week.

19. The Thana training centre has become a highly effective means

of imparting training in skills lacking in the villages without which
cosperatives cannot succeed. The Centre provides training to
selected membeors of the villuge cooperatives, viz., the organiser

“in the art of management and planning, the aceountant, the progressive
.farmer and the machine operator, -Thesé persons attend classes only
once a weck but they arc required to attend week after week, month
after month, year after year.. The Thana training centre also
provides demonstration of improved practicés net only at the centre
but also suporvises demonstration over a large number of villages.
Over the last ycar and a half the scope of work of the Thana training
centre has been greatly enlarged. oo

THE ROLE OF THE SUPERVISOR

20, A central figure¢ in the Comilla project is the organiser. "He
is the democratically clected manager of the village soclety, who
teaches his village neighbour new social and economic modes the
tedious tasks of combined planning, pooling of capital, joint marke-
ting and shared use of machinss..........He has a two-fold duty - to
be a faithfull survent of the group, honest and industrious, and a
loyal agent of the Central association, guarding it from the

blind cupidity.of shifty members. &vidently, it is an arduous job
whic¢h requires strength of character and a broad v1ew, also if
properly performed, it consumes most of his time," 24 Orlglnally,

it was hoped that the organisers would be paid by the societie As
this did not materialise, the Central Assoclation has now declded to
pay a smell remuneration to the nrganisers plus a commission of 1%
~on loans collected by them. A4s the volume of work of the organisers
grows the organisers would probably have to be specialised whole-
time employces and fully remunerated for thelr work.

21, & strlklng point of dlfferencs betwecn the Comilla type of
cooperative and the ones which we had known prev1ously is that

before a cooperatlve could be accepted as an aAcademy pilot co-
operative it had to fulfil a sct of 'ten fairly stringent conditions,
It has an obligation (1) to organise itself and later become a
registercd®cooperative -socicty, (ii) hold regular weckly meetings

of members, (1ii) select an o¢rganiser and send him to the Academy
once a weck for training, (iv) kescp proper and complete accounts,

(v) do joint.production planning, (vi) use supervised village produc-
tion credit, (vii) adopt improved agricultural practices and skills,
(viii) make regular cash and in-kind savings. deppsits,, (ix) join

the Central Cooperative A35001ation, (x) hold regular member education

24. Akhter Hameed Khan and M.Z. Hussain, 09.01t., p.l7.
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discussicn., Inaplte of these conditiocns and inspite of the fact that
a society had t» pass through a trial period before i% was accepted,
a few gocieties were organised and included in the pilot project.

In the first year and a half, 46 primary village cooperatives were
organised with a tolal membership of more than two Llhousand.
Currently, the number of cooperatives has increased to 131 with a
total membership of nearly 4,500. Of these 131 societies, 112 are
agricultural and 19 are non-agricultural societies.

THZ CENTRAL COOPERATIVE .iSSOCIATION

22. The Central Cooperative Assnciation at Comilla is headed by

a Project Director who is assisted by a Deputy Director. There are
four Sections under the over-all control of the Project Director.
These are (i) The Administration Section (ii) The Field Supervision
Section (iii) The Storage and Merchandising Section (iv) The
Machinery Repair and Movement Section. The Field Supervision is the
liaison unit between the association and the Member Cooperatives.
The line of command from the Central issociation to the primary co-
operatives consists of (1) the Project Director (2) the Deputy
Projact Director, (3) the Inspectors (4) the Supervisors and

(5) the Organisers. The first four .of these categories are employees
of the Central Association, the fifth, the organisers, is the
employee of the village cooperative. However, the supervisors and
organisers are villagers. The overall policies of the Association
are determined by its Managing Committee, headed by the Chairman who
is the Director of the icademy. Only two cooperative societies are
represented in the Managing Committee of nine members, This is
‘probably realistic as management skills are.still to develop in the
villages and it is most important that the Central Association be
able to operate a large business successfully rather than be

managed on a democratic basis. 4s time goes on there will be a

case for more representation in the Managing Committee of the
primary socicties.?5

23, Supervision and control of the member cooperatives is effected
chiefly through the Field Supervision Section. The actual super-
vision is dons by persons designated as "Inspectors", who are trained
government servants who gained experience as workers in the Village
AID programme¢ which has now been discontinued. It is the task of the
Inspector to assist in the training programme by teking classes for
the organisers and supcrvisors, discuss practical problers with them
end help them perform well in the villages. The Supervisor is a
particularly successful organiser and is paid by the Central Associa-
tion to help the organisers in his area. Usually he supervises 4
village societies in addition to his own. Hc continues to serve as
the organiser of his nwn village cooperative. The supervisor

tends to become more of a specialist than the organiser. He_ spends
more of his time on cooperative business than the organiserr2

24. Qhe of the important achievements of the Central Association in
Comilla has been the maintenance of proper records both for itself
and for the member conperatives. Aattempts to maintain proper records

25, H.W, Fairchild - op.cit., pp.R4-26.
26. Ibid., pp.27-28.
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and accounts at the village level have proved unsuccessful because of
a lack cf trained accountant in the villages who could be peaid
adequately out of the societics” resources. Records and accounts are
now maintainsd at the Central Association by an accountant hired by
the association for each five village cooperatives, These accountants
are also trained by the association in weekly classes. The. organiser
in the Primary Cooperative keeps simple records of receipts and
expenditures., Each weck the accountant visits the village and brings
the society ‘s books up-to-date. The services of the accountant are
ultimately paid for by the village by having as 3 per cent service
charge added to each loan. The Cooperative Department of East
Pakistan maintains auditors with the association to check the books
of the primary member conperatives and >f the Central Association.

THE AGRICULTURAL EXTENSION WORKIR

25, Apart from the organiser another kcy individual in the Comilla
Cooperative programme is the model farmer. It is obvious that
cooperation and agricultural extension must go hand in hand., The
model farmer is drawn from the village cooperative and is a person
of intelligence, ability to learn and practice new methcds. He
attends classes once a week at the Thana Training Centre and under
the expanded programme of training gets training in Agronomy, Plant
Protection, Fisheries and inimal Husbandry. #n important part of
the training of the model farmer consists of practical demonstration,
Over 100 model farmers took their training last year and what they
learnt was conveyed to nearly 5000 cooperative members through the
weekly meetings in the villages. It is no wonder that after the
harvest of the Amon crop in 1962, o survey revealed that more than
1500 cooperative members had adopted the improved methods and
increased their yields by morc than 50 per cent as compared with
previous year.<7

27. 'In thce current year the scope of the Comilla project has been
expanded by including two categories of trainees viz, Imam (persons

in charge of mosques) teachers aid women. It has been accepted as a
matter of policy in the cooperatives .that every child of a member

must go to school and. every membéer must learn to read and write.

A natural and economical solution to the problem was found by

bringing the Imams within the purview of the nrogremme by recruiting
them as teachers in the village school and the adult sducation centre,
The school 'and the adult centre is often housed in the mosque and
their maintenance is now the responsibility of the cooperatives. The
children attend school in the morning while the adults attend in the
evening, Altogether 120 Imams were selected and received training

at the Thana Centre, which undertook fo train them as teachers of
literacy and also to assist them to improve their theological and
general knowledge, By June of the present year schools with an
enrolment of 5000 children and 1000 adults have been started. It
appears that this programme offers hope of achieving universal
literacy within a foreseable period, whereas the ambitious programme
sponsorad by the Department of Fducation to achieve the same objective
- could not be fully implemented so far due to financial difficulties,28

27. Akhter Hameed Khan and M.Z. Hussain - op.cit., p.18.
28. Ibido s ppo 18-]-90 »
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28, Last to be brought into the picture were the women as due to the
conservative outlook of the people one had to move rather cautiously
in this direction. Even now the programme is confined to 14 villages
only. However, the respouse has been most encoureging. To quote the
recport of the expariment "Unexpectedly, the women ure not only willing
to come out of the village to the training centre, they are very
punctual and loyal., They are steadfast learners whether it be
literacy or hygienc, or kitchen gardening or care of children,cattle
or poultry. Most unexpected is their deep intersst in economic
activities, like cooperative loans or savings, on trading in rice or
spinning or sewing for profit." Here is a development which has
immense possibilities for releasing human energy for develcpment
which is at present lying dormant and is being wasted.

29. 1In the original scheme it was contemplated that the credit
needs of the primary cooperatives would be met by the existing
cooperative central banks. However, it was found that many of them
had pecor financial resources and were mercely acting as the agents of
the State Bank and were not equipped to administer a system of
supervised credit was a key note of the Comilla experiment, In
1961-62 the Central association decided to teke up banking functions.
It became the banker to the cooperative societies and the socicties
.became the bankers of the members., During the last year the Central
Association was able to” persuade an important scheduled bank to
establish a branch at the association Headguarters, to act as its
bankers and also give it a line of credit. The involvement of a
commercial bank in rural credit is something unprecedented in

East Pakistan. The decision of the bank to do so¢ was largely
influenced by the sound business practices which the Central Associa-
tion had been able to inculcate in the cooperatives and as a result
the exceptionally good recovery rccord for the cooperatives which
was established. This point will be discussed further in a subsé-
quent section, ‘

30. The cooperatives in the past were never able to promote thrift.
The members never made any deposits, t is obvious that without
depasits there cannot be any viable cooperative society or a proper
credit system. The Comilla project makes a sharp and welcome break
with this dismal tradition. To. quote the 1963 report "The Comilla
cooperative project trizsd to build a sound system of rural credit
based on principles of regular thrift deposits, group planning,
adoption of improved methods and productive investment."29 Continuous
training helped in inculcating the principles and their practice was
ensurzsd by effective supervision. The organiser working through the
weekly village meetings baecame an effective agency for -promoting
understanding as well as practice of thrift. The organiser collec-
ted the thrift deposits regularly and helped in preparing the produc-
tion plan. The production plan and the growth of the society’s
deposits were examined by the Central Association who fixed a loan
ceiling. The main criteria of credit-worthiness were considered to be
regularity of deposits, adoption of improved methods, good plans of
investment and punctual repayments. Deposits of the members were
held as a collateral for the loan given tn the society.

29, Ibid., p.23.




-57~

SAVINGS

© 31. 8o great is the cmphasis on regular savings in the Comilla
Project that before a socicty is registered and becomes eligible for
loan from the Central sssociation it is kept on probation for a

period of four to six months, during which period it must show the
growth of a eatisfactory volume of deposits. Due to this requirement
avery membor saves a little in cash every weck and also in kind

after harvest, EKach society has fixed a minimum limit of zaving for
its members., If a member does not save anything for four consecutive
weeks without valid reason he is generally removed from membership.
The member brings his saving to the weekly meating and deposits it with
the organiser. Fach member has a pass book and each “ransaction is
recorded in it, When the supervisor has collected the savings of

the members he deposits the amount in the Bank of the Central Assccia-
tion when he comes tc attend the weekly mceting. fiach society has
also a pass book in which all transactions are recorded. As an
additional safeguard the society’s account is operated jointly by

the organiser and the Deputy Projzct Director. The accounts of the
societices are written up and checked weekly by the accountant of the
Central Association, each of whom has charge of five societies. The
primary records viz., of rcceipts, payments and the vouchers are
maintained by the organiser who passes them on to the accountant. The
closing balance of each member is 2lso zmpmounced in the weekly meeting.
The Inspector who visits the sccietics from time to time also checks
the account when he visits., These checks are quite effective and
possibility of misappropriation is slight. o

Three per cent interest rate on deposits is allowed. Although
withdrawal is permissible, this must be justified in a weekly meeting?o

32, In-kind Savings : The members are also encouragad to save in
kind. Traditionally the peasants had to sell their crop immediately
. after harvest to pay land-lords and money lenders., This has led to
a steep fall of prices after harvest. The purpose of in-kind savings
is to prevent this fall of price and also to accumulate capital for
investment. For in-kind saving a storage system is essential., The
Comilla project encouraged the village cooperatives to set up the
traditional grain storage sheds (kncwn as gola) for their cwn use.
The villagers were at first reluctant to deposit their paddy in

the cooperative gola but when they realised the value of stordge the
idea caught on. Paddy deposits, against which 60% of the value is
given as a loan, generally bring & good margin of profitl The
difference in price at harvest time of the principal crop visz.
December-January and at about the middle of the year often

aexceeds 40%.

But the importancc of the gola is not primarily to even.out
fluctuations of price and provide a better return to the cultivator,
but to promote savings which it permits under the control and
guidance of the cocperative itself, "The money from the individual
sales of grain used to be spent mostly for consumption items. The

30. Ibid., pp.54-55.
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sale of grain from cooperative gola, in contrast goes in large part
into productive investment. The gola is the guidance system which

puts investment into orbit within the village."3l 1In ‘the year

1961-62 a total of 3228 maunds of paddy and 542 maunds of rice were
stored in golas by 28 sociceties which previously stored hardly anything
on a cooperative basis. The total value of thie gran was Rs.70,000.

CAPITaL STOCK & R&SHRVE FUND

33. The Comilla Central association has Bu¥lt up a capital stock in
a number of ways which are laid down in the bye-laws of the
Association., First, each member cooperative pays its first member-
ship fee by purchasing Rs.50 in capital stock., Seccond, each member
society retains it membership by purchasing Rs.50 in capital stock
annually thereafter. Third, a member society is paid dividend on its
capital stock in the form of additional capital stock., Fourth,
capital stock equal to 5 per cent of any loan applied for must be
purchased before the loan can be given. a4and fifth, a capital stock
purchase service charge of 5 per cent of the loan principal is made
on all loans collected. 32

In a rural econcmy like that in Comilla Thana where there are
various types of production risks including risks from natural
disasters it was felt quite czarly that the village societies must
build up sufficient reserve funds as hedge against these risks. An
adequate reserve fund might make it possible to reducc interest
charges which normally must cover all risks, The rules for the
cooperatives therefore laid down that "each lecan given shall be
secured by the reserve fund of the member cooperative., If a co-
operative has no reserve fund or one less than 25 per cent of the
loan being applied for, one must be created at the time of giving a
loan from the Association. This will be done by subtracting 5 per
cent of the principal of the loan when the loan is given and deposit
it in the Asscciation in the name of the member cooperative - this,
practice of deducting 5 per cent from the principal of each loan
given shall be continued until the member cooperative shall have
accumulated a sum in the rescrve fund account equal to 25% of the
value of the outstanding loans plus loans currently being applied
for from the Association." .

34. These measures have led to a steady accumulation of capital and
deposit although not as much as was anticipated. The cumulative
deposit of cooperative members in the accounts of the societies with
the Central Association in 1962-63 came to Rs.147,341 for agricultural
and Rs.83,262 for non-agricultural socicties. After withdrawals the
balance was Rs.69,525 and Rs.14,653 respectively. The share capital
of the Central Association is now Rs.32,510. Besides, the village
societies have accumulated share capital and reserve funds,34

31. H.W. Fairchild and M.Z. Hussaih. - op.cit., p.37.
32, H.W. Fairchild end M.Z. Hussain - op.cit., p.39.
33. Ibid. : o S
3/,. ikhter Hameed Khan and M 7. Hussaln - 09.01t., p.23
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There are several reasons for the slow increase of deposits in
cash as well as in kind. First, most of the farmers are still
indebted to the money-lenders and they dre trying to pay off their
debts or redeem their lands which they mortgaged with their surplus
instead »f putting it in depoe®ts. Secondly, some find the 3% rate
- given on saving account unattractive and the rules for withdrawal
cumbersome and prefer to invest directly in‘more attractive channels.
a development which has surpriscd many is the very large expansion
in the personal accounts of the villagors which has taken place in
the commercial bank which was established at the headquarters of the
Association, This shows that banking habit is growing among the
villagers although the money is not being placed all with the co-
operatives, There is no doubt that the rate of capital formation
will increcase as the primary socicties become solvent, pay off
their old debts and increase product1v1ty.35 '

GIVING SUPERVISZD LOANS : THE VARIOUS STZPS

35. The pr~vision of loans to COOJOrathb members under expert
guidance is probably the most importent featurc of the Comilla
programme, In order that the loan operations really contribute to
the objactive aimed at, viz., modernisation of the rural economy and
are not dissipated on useless purposes, as was the rule with coopera-
tives in the past, an claborate system of loan application, loan
approval and loan supervision has been worked out.

The first step in the administration of supcrvised loan in
Comilla is the fixation of a maximum loan limit for the society.
Lis this is a most vital decision, it is taken by the Managing
Committee of the Central iAssociation. In fixing the limit a number
of factors are taken into account, viz., deposits of soclety,
productive capacity, previous loan repayment record and such
intangibles as "Cooperative spirit!" or gbility of members to work
~together. The Managing Committee has on the whole been rather
conservative in the matter of fixing the limit,

36. The second important step in supervised credit is the prepara-
tion of a joint production plan by the society., The production
plan must show tne purposes for which tha-loan is required and the
return which is expected to obtain by executing the production plan
and utilising the loan. No standard form is prescribed for submi-
tting the production plan as the ideca 1s to stress the planning
process itself as a valuable training for the members. The idea of
olanning is well stated in the words "Finding out what you have,
finding out what you want, and then figuring out how to got from
where you are to where you are trylng to go. " 36 :

The stress is laid on group planning. In other words, farmers
who are to participate in the plan congregate together, discuss
things and work out the details together under the leadership of
the organiser. 4 group planning session. is often a lively and

35. Ibid., pp.55-56.
36, H.W. Fairchild and M.Z. Hussain - op.cit., p.40.
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prolonged mecting. 4il neccssary data are marshalled, objectives
clarified, the means to be sdopted in achieving the objects thoroughly
discussed and a decision taken after removing the errors and in-
consistancies., Before the session ends, the plan is written up in
the finalised form, signed and- stamped and is rcady for transmission
to the Central Asscciation. . The plans drawn up by the primary
cooperative societies may not be particularly .sophisticated. How-
ever, they contain simple, oractical ideas and accomplish the’
purpose which thcy are supposed te achieve., They lead the farmers
to consider their farms as a business enterprisc and make decisions
as businessmen, There is no doubt that as time goes on and more
technical as well as planning ability is acquired, the cooperatives
will be able to put forward more sophisticated plan.37

37. A thorough scrutiny is made of the plan by the Supervisor and the
Inspector, who examine all the details.  When thsy are satisficd,

they help the organlser in drawing up a loan application in proper
form. After it is drawn up it is submittel together with the
production plan to the Central nSS”Clatlon

After the loan application is received by the Association, it
is formally examined by the Inspector and the Thana Agriculturc
Officer and passed on to a higher official in the Field Supervision
Section for further review. After it is finally approved by the
Project Director, he makes out a cheque to the Organiser of the
cooperative in question.

38, However, the story does not end there., It is only the
beginning in the process of supervised credit. When the society
gets its loan it does not get it in cash. The cheque is deposited
with account of the society which is operated by the Organiser-and
the Deputy Project Director jointly. Each time the society needs
money to carry out its production plan, it has ta prove to the
Ingpector that the previous withdrawal was used in accordance with
the plan and the proposed withdrawal would also be used to complete
another item in the plan, The constant communications between the
Inspector and the Organiser of the society makes it possible to
impose the plan discipline on the society, improve the plan, resolve
bottlenecks, ete. The procedure ensures continuous planning, 38

The Central issociation does not pay ready cash as far as
possible, The Association makes bulk purchases of fertilizers, seed
_ete. and arranges direct payment from the account of the siciety.
Apart from making available the requlsltes to the societies at low
cost, this provides a check on the sociecty’s expenditure. The
- Supervisors and the Inspectors also check the 1mplementation ﬁf the
plan from time to time. .

REPAYMENT
39, Efficient colleetion of loan is one of “the moét fundamental
factors in ‘the success of a Conperative. What distinguishes the

37. Ibid., po.40-41.
38. Ibid., p.42.
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Comilla system of supervised credit with that of the older type of
sociecties is the exceptionally high repayment record for the Comilla
societies. Collection of loan is the major responsibility of the
Supervisors and Inspectors.. They -generally collect loans at harvest
time and ensure that grains sufficient to repay loan and interest
are deposited in the Cooperative gola. When grain is deposited it
is valued at the current market rate. In the past year more than
50% of the repayments were made by depositing crops., The deposited
- crops. are sold only when the market price rises reasonably high and
that is generally 6 months after harvest. The Central Assocaition
realises its loan with interest and the balance of .profit, if any,
goes to the society which eredits the members in proportlon to thelr
crop dep)Slts. '

In the year ended June 1963, loans totalling Rs.177,875 had
been isgued to the societies, Of this, Rs.160,275 had been realised
by June. Against the totals due, there was crop deposit the market
value of which comes to Rs.28,000. 39

Although the interest rates charged were genzrally 12% per
annum, this was a small price to pay considering thet returns in the
form of higher yields averaged 30-50% (less certain costs) and the
money lender would in any case have charged 60-100 per cent as
interest. :

40. The bye-laws of the Association contain strict provisions for the
security of the lcans and if these are followed virtually guarantees
loan collection., Each loan must be backed by four forms of
collateral., "First, the loan is guaranteed by a mortgage on land,

a lien on valuable property, or a marketing agrecment on future
production. -Second, each borrower must get three co-signers to
endorse his note, Third, the reserve fund of the member cooperative
is held as collateral. Fourth, each loan is guaranteed, finally, by
the reserve fund of the Central Association."40 Although these are
stringent conditions, in view of the dismal record of repayment of
loans by the Cooperatives in the past, seem to be fully justified,

LOANS OTHER THAN FOR PRODUCTION

41. The Comilla programme of supervised credit not only covers
production loans but alsoc loang for a number of other purposes.

These include in-kind grain loan, loan for purchase of milch cows,

for release of mortgaged land, for construction of godowns and golas,
for installation of tubewells for draining water, loan against pledged
paddy and rice, loan for murketlng operations and for purchase of
machinery.

In the lean period starting a few months before harvest many
farm families have to borrow or buy foodstuffs. Previously, they
used to go to the trader or money-lender who loaned grain to them

39. Ibid.,p.58.
40. H.W, Fairchild and M.Z. Hussain - opicit., p.43.
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with the stipulation thzt they return 13 mds, °f paddy at harvest
‘time for each maunl of paddy borrowed. Now the Central association
advances the grain during the critical perind, the amount to be
returned is 1 -1/8 maund of paddy.for each maund - borrowed, Not only
this confers an en-rmous benefit on the farmers, it enables the
issociation to build up a stock for future loans. Grain loans
totalling 1060 maunis of paddy, 404 maunds of rice and 86 maunds of
. vheat were made t- 39 Cooperatives so far which become due for
repayment after the amon (winter) harvest. Repayments have been
100 per cent.41 Lians are also given to cooperatives for buying
milch cows for Jairying by members. Repayment is made in monthly
instalments ~ver a year to 18 months. In the year March, 1962 and
February 1963, a total of Rs.12,100 was issued in loans to 5
societies: Out of these nearly Rs.7,200 has already been repaid by
June, 1963, the balance being realised in regular instalments,

42, Inltxally, the Comilla Project confined itself to short-term
loans only and mainly for productive purpcses. Many societies”
members who have had land mortaged t» money-lenders were anxious to
berrow from the association to redeem their lands. 4as they have

had to pay an extortinats rate of interest (often in kind) on their
old loans, it often took up a large part »f their surplus. at first
the association did not consider it to be safe to invest moncy: for
liquidation »f 0ld debts and no loan was issued for this purpose.
However, as the societies persisted in their request for this type
of loan, and as the associatiocn gained an intimate knowledge of the
0ld societies, it was decided this year to give loans to registered
societies to the extent of 50% of their lonan limit for the release
of land. This is a medium term lcan to be repaid in 3 years usually
in annual instalments after each harvest. Sn far an amnunt of

Rs 60 270 has been given as leoan to 26 5701et1es.42

43. a COﬁperative society must have a gola or a grain store house.
This helps in the esllection of loan in kind, Members also want to
build up a stock t~ serve as collateral for loan, People also want
to deposit their savings in grain in the society's gola for sale
when the price rises. In the absence of the cooperatives, men of
small means wers anable to afford their own storage. Now the
society’s gniowun meets this essential need. The society, however,
needs funds for the construction of the- gDuvwns. This is provided
by the Central issociation which gives 5 year loans for this
purpose. The society is able to repay this loan by charging
storage fees to members. So far loans totalling Rs.b,325 have been'
aivanced to 3 societies for this purpose. The societies remain
responsible for the care and custedy of the godowuns and loss due

to pilferage in handling has been negligibls, 43

41;-Akﬁter Hameed Khan and M.Z. Hussain - op,.cit., p.58.
4.2. Ibid., 90590 |
43. Ibid.
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44. Loans for installation of tubewells made by the Central Associa-
tion to ths cooperatives have alse fulfilled a felt need. These are
mainly drinking water tubewells for which the association gives
medium~term loans to be repaid in 3 years. Much more ambitious is

. the Comilla Programme for installation of wide-bore tubewells for
irrigation purposes, = although marked success have been achieved in
installing thesc tubewells, these have not yet passed the experi-
mental stage, Besides, they are much more expensive than the drinking
water tubewells, So the ones which are being installed now are being
install®d with Government grant and is not yet considered a project
suitable for being financed by the cooperatives, ~However, where .~
irrigation is being provided the cooperatives are charging fees to
members for the use of the water. :

45. The farmer mects his farm expenses out »f his income. Workers
are paid in grdin or in cash after selling the grain. The farmer
waits till harvest time to buy clothes and other necessaries.  The
land revenue agent also collects the dues at harvest time. There
is,therefore, a pressure tc sell grain at harvest time., This
brings down the prices_precipitately. However, when he is =2 member
of the cooperative in Comilla he can deposit his grain in the co-
operative gola and get 60% of the value as loan to meet his
liabilities. .The society borrows.from the Central association by
pledging the stock and gives him the loan., When the grain is scld
in more favourable conditions he is able to pay back the loan and
interest only by selling a part of his stock. He may take back the
surplus for his own consumption or by selling the entire stock
and derive a good profit on the operation,45

46. Marketing : Marketing has been considered an integral part of
the Comilla cooperative programme. It is obvious that while
cooperative credit and improvad methods will help the farmer in .
increasing production substantially as it has been the case in
Comilla, the farmer will have little incentive to produce if he .
cannot get a good price for his produce, Further, when he buys
consumer goods he has often to pay too high a price and the
product of doubtful gquality.

The Central association aims at helping the members of the co-
operatives to get the best price for their produce and acquire the
goods they need at the lowest possible cost. A marketing section of
the ‘Central Association was set up whose functicns are : "(a) to
study market price and provide marketing information to the co- -
operatives (b) to find out the best possible market and organisec
sale of members projuce at the best available price {c) to arrange
bulk purchase of consumer goods and to supply the same to the member
cooperatives at wholesale price; and (4) ultimately to link marketing
with credit."46 ‘ o -

44, Ibid., p.59-60.
45. Ibid,
46, Ibid,, Ch.XVI.
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, By collecting market information the Central Association has -
been able to get the best possible returns by transporting the

goods to markets at some distances instead of disposing it locally.
This has also helped in raising price locally. -The consumers stores
set up in the villages have also greatly expanded their business

and have on the whole been quite successful., The consumer stores
also functioned on the basis of loans granted by the Central Asso-
ciation which are guarantecdi by the cooperative societies. These
loans ars also mostly disbursed in kind in the form 5f goods
supplied to the stores by the Central Association.

47. Loans for Purchase of Machinery : The Central association
maintains a pocl of agricultural machinery : tractors, power pumps,
rice hullars, tresher, etc. The machines have been rented to the
village cooperative societies at rates fixed for hourly, daily or
_seascnal use, and cach society is furnished with a list of the
hire charge rates. The charges are realised in advance.,

Althoupgh tractors and power pumps have been in use for some
time, their adoption has not groun to the extent it was anticipated.
This has been due to reasons which are technical, economic and
psychological,. The right type of tractor which is suitable for
monsoon cultivation as well as cultivation in winter has not yet
been introduced. When peasants have bsen able to raise twe crogs
there has been a reluctance on their part to grow a third crop on
the fear that this would extent fertility of the soil. -“This has
prevented an optimum utilisation o>f tractors and pumps. Surface
irrigation proved inadequate because of inadequate supply of .
surface water and wide-bore tubewells which may sclve the problem
_are-at present being installed. Although the Central association
maintains a machine repair shop the facilitizs need to be considera-
bly improved. It is the policy now to encourage the societiss to
buy pumps and loans will be made available for the purpose.47
There is n» doubt that with better roads, the programme of rural
electrification which is being taken up, tubewells and irrigation
canals which are being planned for the next two years, the use of
machines is likely to incrcase rapldly.

48, The works programme : The above descrlptlon of the Comilla
project tells only nart »f the story. Our major concern here has
been with the cooperative aspect of the experiment. However, the
developments in Comilla will be imperfectly appreciated if no
mention was made of the Rural Works Programme  which has been taken
in hand in the last two years. Rapid rural development like any
other development requires the building of infra-structires.-

Large areas of the Comilla Thana have been subject to floods in

the previous year. The Thana Council i.e. the Thana unit »f local
self-government set up under the present constitution through the
union councils prepared a 3 year plan’ to control the flood by
deepening khals, building dykes and regulators, and to 1ink’villages
with main roads and markets.: The Government made a grant »f
Rs.387 OOO/— for the year- 1962—63 ‘The first phase of the programme

47. Ibld., P 61 & Ch.XIV..
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was successfully completed. It was a triumph >f the ability of the
Civil administration to mobilisc villagers throuch the union esuncils
on a massive scale to carry out the work, The system of roads which
was built, crude though it was, linked many isolated villages and
-opened them to the traffic ~f trucks, cart and rickshaws. The

deeper drainage channels and embankment saved large areas from
inundation. It may be mentioned here that this achievement was

due, in no small measure, to the effective system of training

which is provided at the Academy to officials of 211 levels

connected with rural deVﬁlcpmmnt

It has besen rightly pointed out that the impact of the works
Programme was two-fold : it protected agriculturc and it provided
employment to labourers. The cooperatives recaped the benefits of
the investment in the shape of large deposits of paddy, timely
repayment of loan and accumulation of savings.

48. However, the scope of the Works Programme in future is enormous.
The system of roads and drainege nceds to be greatly strengthened.,
Bvery village needs a continuing source of irrigation water and

cheap power. Already agencics like the Water and Fower Development
Authority and planning projects which will bring irrigation water

and electricity to several hundred villages. Two million rupees
have been allocated to the Comilla project area for the 1963-64
programme which will make it possible to execute a far larger
programme last year.

49. Conclusion :

The expoeriment in Comilla is nearly threc years old. The
experience of this brief perio>d mekes it imposeible to predict the
future course of development ~f this project with complete confidence.
However, enough results arc visible t2 adopt an attitude of guarded
optimism with regard t> the experiment. We can venture certain
brosd conclusions.

The progress achieved by the cooperative, has been uneven.
There are many societies in Comilla which could be improved, But
judged in the background of the thoroughly disreputable performance
of cooperatives in the past, the lzast successful of the cooperatives
at Comilla should be considerci successful. The Comilla Central
Cooperative Association and its member cocperatives are now self
supporting institutions. They do n»ot cost the taxpeyers any
money., The Thana Training Centre is however government and aid
financed, 'But the benefits of the training provided by the Centre
for over all rural develrpment cannot possibly be estimated in
monetary terms. '

The cocperative project in Comilla has bsen successful not
merely because a major emphasis has been placed on supervised
credit, but because it is part of a comprehensive programme of rural .

48. Ibid.,rép.12.13. Also, Pakistan Academy for Rural Development -
4n Bvaluation of the Rural Public Works Programme, East Pakistan,
1962-63.
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development. This programme, as the Director of the Pakistan Academy
for Rural Development points out includes not only modernisation of
agriculture, but improvement of locasl administration, of the educa-
tional system and of the position of women. The Academy has under-
taken experimental work with union councils, schools, youth clubs,
and groups of women. A team of Japanese experts is working with
extraordinary success to introducc improved paddy culture by means
of supervised field demonstrations. The cosperative experiment is
supported by, and in its town supplies a strong basis for, the other
development projects. In isolation its success might well be not
only more limited but more doubtful,"49

The concepts underlying the integrated approach in Comilla
are as follows :

"(a) Rural administration ensurecs roads and drainage;

(b) This encourages village cooperative and agricultural
improvement;

(c) Village cocperatives cnsure effective supervising and
training;

(d) The Central Association provides credit, both short-term
and long-term (for purchase of capital equipment like
tubewells), and helps in planning aid to the village
cooperatives;

(¢) The Central Association assists in generating capital and
increasing productinn through credit based on production
plans, and through training and servicing, and so opens
up new avenues for investment in improved methods cof
farming;

(f) The Thana Council’s Training and Development Centre ensures
dissemination of new skills; and

(g) Village cooperatives becoms a good media for diffusion »f new
ideas and methods,"50

The Comilla exyveriment will in the near future be tried in thres
other Thanas. The results »f the experiment in other areas will
demonstrate conclusively how far the progress achieved in Comilla is
due to some peculiar factors available only in Comilla, e.g., the
perscnality of the present Director of the Academy or to the soundness
and practicability of the underlylng concepts, If it is the latter
we may expect a gencral 2xpansion of the programme to cover the whole
of Hast Pakistan and possibly the whole of the country. The effect
nf such a programme would be inestimable from the standpoint of
rural as well as the general, social and economic development of the
country.

49. Lkhter Hameed Khan - Progress Report on the Comllla Cooperative
Project, June 1962, p.4.

50. Pakistan Academy for Rural Development - Fourth Annual Report,
June 1962 - May 1963, p.85.
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FARM PLANNING AND EXTZNSION TECHNIQUES IN THE
COOPERATIVE CREDIT PROGRAMME

C. Saranaga

INTRODUCTION

A supervised credit programme aimed at solving
problems of small and medium farmers will beccme more
effective if it is implemented through sound cooperative organisa-
tions, in particular multipurpose cooperatives (credit, merketing
and supply), The principal tools utilized in supervised credit are
farm planning and continunus on-the-farm supervision,  In fact, this
system of credit depends basically on the technical supervision and
guidance in order to ensure that credit is effectively used to
increase production and income.  The granting of loans is baseld on a
farm plan which is prepared by the field staff in collaboration with
the farmer-borrower. Consequently, the-field supervisors assigned
to the primary cooperatives carrying out the supervised credit
programme constitute its central nerve. The agency in charge of
the cooperative development implementing the programme should
maintain and train such field personnel.

COOPERATIVE ORGANTSATION

In order to. ensure their effectiveness and soundness, tho
primary cooperative ‘societies which are to adopt supervised credit
methods in their operations should be organized or reorganized with
the following characteristics and purposes in view :

1. The socicties should embrace as many farmer-members as possi-
ble in a-given agricultural marketing and geographic area, considering
primarily membership contact and other common facters. This is to
achieve their economical administration and management on the one
hand, and provide their farmer-members with accessibility and
efficient credit service on the other.

2. They should be properly set up among small and medium farmers
in areas where opportunitizs and desire to increase agricultural
production exist. Loans and technical advice should be given to
farmers with actual or potential productivity in order to increase
production and income. (It is appreciated that marginal and sub-
marginal farmers deserve assistance, but credit alone will not
solve their problems, and different devices should be found, such
as land reform, ressttlement schemes, etc.).
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3. They should possess those elements of local leadership,
grass~root support, and democratic control, which are essential
for their effective functioning.

4+ They should be instruments for mustering local finance in
the form of share capital and savings with a view to making the
cooperatives progressively less dependent upon ocutside financial
assistance,

5, Such coocperatives would have to be of limited liability;,
and in order to guard against failure on account of unsatisfactory
management, the best policy would be to start with credit functions
first and then to add on supply and marketing activities at a later stage.

6. The membership of such cnoperatives should be divided into
informal groups of about 20 to 40 farmers each, on the basis of the
proximity of residence and similarity of farm business. This .approach is
very important in encouraging group education and serving ds a medium
through which mutual centrol for credit supervision and punctual
repayment of losns is exercised.. In each group, therc should be
a group leader annually elected by the group members.,

FARM PLANNING

Farm planning involves : analysis of the resources, determining
productive capacity, testing of alternative enterprises and practices,
determining the amount »f credit required for introducing the
improved practices and a realistic schedule »f the farmer’s potential
to increase production and repay the loan advanced. In other words,
the farm plan serves as the basis for advising the farmer on
improved agricultural techniques, as well as the basis for deciding
how mich money is needed for what purposes, and finally, how the
loan will be repaid.

Once the plah is drawn ug and the loan is approved, the follow=-
up or on-the farm supervision then provides each farmer with guidance
needed for putting the plan into effect.l

The purpose of farm planning is:

1. to provide a basis for analyzing the adequacy of the farm
famtly s resources and the suitability of the farm enterprise being
proposed, ’

2. to enable the family to think through its farm operations and to
determine the adjustments, improvements, and practices to be carried
out as well as the capital required to assure a successful farm
enterprise,

3. In. ~ developing the farm plan, the family and the field
supervisor will make an estimate >f income to be received and credit
required, and reach a definite understanding as to how each will be

1. Indian Cooperative Union, Seminar on Planned Production Credit,
1959, p.19.



~69-

used.” This will enable the family to use income and credit to the
- best advantage in carrying on its farm operations, to avoid
expenditures for non-essential items, and t~ be reasonably sure of
being able to pay its debts.

4. Purnish the fizld supervisor a basis for extending cffective
supervisory assistance., Farm plans reflect the most important

items on which the famlly needs assistance in carrying out planned
operatlons.

ARTICIPATION IN FXRM PLxNNING

Ae Fbmlly Partlclbatlon

1. The family must assume primary responsibility for thinking
through the plan of operation for the farm in order to understand the
plan and receive maximum benefits from putting it into effect.

2, Prior to the planning visit by the field supervisor, the
family will be encouraged to study its situetion, to discuss its
problems, needs, desires, and to make tentative decisions regarding
the plan of operation in order that it may be better prppared to -
part1c1pate in the final development of the Jlan.

3. A1l responsible members of the family should;participate in
the development of the nlan. This will lead to a better under-~
standing of the plan as finally devbloped and a desire to carry it
out more- effectively : -

B. Field Supervisor Participation

1. The field supervisor is responsible for providing assistance
to the family in analyzing its resources and problems, and for
contributing technical agricultural information and guidance that
will cause the family to think through and develop plans which will
improve the farming practices and operations. He is responsible
also for showing ths family the need for making such improvements
and making wise use of its income and credit.

2. In order to provide effective planning and supervisory
assistance to families, the field supervisor must keep currently
informed concerning the systems of farming, resources, investment
and production requirements, and management practices nacessary
for successful farming in the area. He must also have a good
working knowledge of what it costs to make the adjustments and
improvements usually needed in carrying on farming operations in
the area, and must be able to> estimate with a reasonable degree .of
accuracy: yields and prices 'in order to budget income, expenses,
and debt repayments for the family,

3. In keeping up to date and currently informed on agricultural
trends, methods, and data aviilable concerning successful farming - -
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operations in .the area, field supervisors will utilize fully informa-
tion from successful farmers, research workers, experiment stations,
agricultural extension service, etc.

Note : Ais carlier indicated, preference should be given to
implement = supervised eredit programme through coosperative organisa-
tions. 4t the initial stage, the cooperatives will perform their
activities with the technical help in advisory capacity »f the field
supervisors assigned to them by the agency responsible for
cooperative development, Thus it will be through the viable primary
cooperatives and the field supervisors assigned to them that the
programme will reach the farmers whom it is intended to gerve. As
the cooperative begin to operate satisfactorily and their employees

gain experiences and are appropriately trained, the - -
technical supervision of farmer-borrowers (wbo arc thblr membgrs)

will gradually be taken over by the cooperatlves.

LOAN APPLICATIONS

Upon receiving an initial loan application, a field supervisor
or a cooperative employes will visit the applicant on his farm in
order to help the family in the orderly and satisfactory completion
of the farm plan in connectinon with the loan. This involves
investigation and considcration concerning the applicant’s resources
and desires,. the details and justificati-n »f the farm develcpment
being proposed, credit needs, loan disbursement plan, ability and
experlbnce of the applicant, the property offered as security, the -
sureties’ financial condition, etc. A proper. and complete loan
application is conseugneily developed embodying - the farm plan and
submitted, together with the investigator s report, to the board of
directors or the loan committeec.of the eooperative concerned. - The
board of directors or the loan committee will then meke a carsful study
of the application and the investigator’s report and give g
final decision whether or not the loan will be granted.

MAKING FARM VISITS

1. Visits should be conducted in a friendly but business-~like
manner by the field supervisor or the cooperative employece. adequate
time should be teken to discuss the problems and the corrective
acti-n required.

2. Note should be taken of the condition of the farm, buildings,
equipment, crops,livestock,poultry raising, fish culture and home food
production as zlso the production obtained to .date. Any major
family living prcblems also should be recorded.

3. The superior should evaluate the progress being made with respect
to planned farm development & other major adjustments in the farming
practices, He should also discuss with the borrower the progress being made,
problems which are evident, the changes or practices necessary to
improve or correct any adverse condition, and the amount and
source of funds required.
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4. When the borrower is not familiar with the techniques:
‘necessary ‘in’ conncction with the adoption of z new farming practice,
ior the correction of an existing problem, the field supervisor or
the :codperative employee 'should demonstrate how it should be done, if
_this is feasible, If this is not feasible, he should assist the
borrower in obtaining the services of a competent specialist such
as the local agrlcultural extension officer, or a vaterinary. It
may.also-” be helpful in some situations to arrange for the borrower
to visit ‘the farm of some other farmer who has mastered the
practice, Demonstrations can be used effectively with a group of
borrowers in some 1nstances. »

U "'5. At least once each year when carrying out step 2 above, a
sight check should be maje of the property serving as securlty for
the conperative loan(s). :

6. The superior should inspect the major purchases made with loan
funds by the borrower, and review with him the use of any remaining loan
funds and hOW to make any difficult purchases not yet completed.

T de should review with the borrower amount thne,and gource of
r=paym,nts-planned When repayments have not or cannot be mat 25 planned,
an enquiry should be made regarding new dates and sources of repay-

_ment based upon the probable income and expanses during the next
season.

8. Imphasis will be placed upon training the family in keeping
and using the information in the inventory (financial statement)
and other farm records.

9. The superior should commend the borrower on the progress made since
the last visit and discuss the probable time and purpose of the next visit.

10. Immediately following the completion of a farm visit,
coneise notes will be made concerning the visit by the field super-
visor or the cooperative employee in the running case record of the
particular credit file maintained by the cooperative,

EXTENSION TECHNIQUES

The methods employed in extension teaching may be classified
in several ways. According to the number and nature »f the
contacts inherent in their use, methods of extension teaching may be
grouped into three categories, i.e. (1) individual contacts, (2) group
contacts, and (3) mass contacts.

Under the first catepory, the farm or home visit is made for
the purpose of giving information or obtaining information,
particularly in matters which require first-hand knowledge of farm
and home conditions and the point of view of the farm family,
such as development of farm plan, evaluation of the progress made,
inspection of the major purchases made with loan funds, etc., It
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also develops good public relations and contributes to selection

of better ldcal leaders. However, some limitations of this method
are : (1) it requires a ralatively large amount of field supervisor’s
time; (2) number of contacts possible is definitely limited; and

(3) time of visit is not always opportune from the stand point of

farmers.,’
+ - .

The second category of methods involves contacts with a
substantial number of farmers assembled in a group.. As there
exist informal groups »f members in the cnoperatives employing the
supervised credit methods, group contact in this case is also
convenient and effective for general purposes, e.g, cooperative
and farm credit education, dissemination of knowledge regarding the
latest improvements in agriculture, discussion on improved farming
practices, etc, However, this does not eliminate individual
contacts. '

In addition "'t» the personal contdct and group teaching methods,
mass media enable field supervisors and extension workers to
increase greatly their teaching efficiency. PublicatXXons, news
stories,’ circular letters, radio, television, exhibits, and posters
provide helpful repetition for those contacted personally or-
through groups. Even though the intensity of teaching through mass
media is less, the large number of people reached and the low cost’
per unit of coverage more than offset the lack of intensity.



