
Z

< x

K
L U

O .

oa
u

Documentatioii submitted by the

International Cooperative Alliance

Regional Office & Education Centre for South-East Asia,

New Delhi, India, for the

F A O  Regional Seminar on 

C O O P E R A T IV E  F A R M IN G

New Delhi, India. May 1-15, 1966



Documentation submitted by the 

Regional Office & Education Centre for South-East Asia 

International Cooperative Alliance 

New Delhi,India, for the 

FaO Regional Seminar on 

COOFiiRATIVE FARMING 

New Delhi, India. May 1-15, 1966

' o i i )  C 

!C />

INTERNATIONAL COOPERATIVE ALLIANCE

Headquarters

11 Upper Grosvenor Street

London W .1 .
(England)

Regional Office & Edn Centre

6 Canning Road, Post Box 639

N ew Delhi-1.
(India)

ICA Library

IIIIIIIIIH



FAJD.

R e  g i o n a l  S e m i n a r

ON C00P:^TIVS F^iRMING 

i^ew Delhi. India. May 1 - 15> 1966

Documentation Submitted by the Regional Office . . • _
and Education Centre for South-East Asia, International Co-
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TYPES OF COOPERATIVIZATION IN FAMING - A SURVEI 

Dr. A .C . Felder

1 . INTRODUCTION '

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 administrator and the cooperatcr- 

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 particiilr pattern of cooperative activity in agriculture, 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 g ^eral 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 tenninology for 
differing meanings. I dare pass professional judgement on the type of 

analysis that we have been doing in this field because I have often 

been guilty of these sins in at least the economic and sociological 

appendages of the cooperativist.

I I  TEFMINOLOGY AND DEFINTION

To illustrate the array of terminologies and definitions found 
in the literature pertaining to the areas covered by the ICA Regional 

Office., a few may be listed: ■.

a) Miss Margaret Digby in the FAD studv: ■'Coopera ;;lve and Land 
Uae“ , distinguishes between the •>divided" and “undivided" 

cooperative farms or "individualistic" and the "collective" 

type of cooperative farming.



b) 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 Digby,

c) 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:

a ) Service Cooperatives;- irtiere individual cultivators would have 
and maintain title to their lands; management will be done on 
an individual farm family basis; but, marketing, supplies, 

credit, processing and other services would be provided by the 

cooperative organization to which the individuals belong.

B) Cooperative Better Farming Society:- where each member owns 
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.

C) Cooperative Tenant Farming Societv:- 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,

D) Cooperative Joint Farming Society;- where the o\jnership of land 

rests with the individual, but the land is pooled and cultivatai 

jointly in accordance with a production plan approved by the 

managemant 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 anchor land contributed.

E) Cooperative Collective Farming Society:- \Aere 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, management 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 regarding 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 Collectiice 

Farming" and in the opposite direction from Pole E - "Cooperative 
Collective Farming" - to Pole A - "Service Cooperatives". The other is 
that the broad teminology used by Miss Digby and Sir Malcolm Darling 
identify these opposite Poles and that Professor Otto Schiller's indi­

vidual farming along Cooperative lines rests some plac.e in the centre, 
but does not fit the centre Pole C - "Cooperative Tenant Farming".

Ill THE PROS, AND CONS OF COOPERATIVE JOINT AND COLLECTIVE. FAJMING

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 E - 

"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 4ccording 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 io support 

or refute the different arguments made for and against these two types 

of cooperative farming. The examination is 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-psychological considerations contcdned in the litera­
ture regarding the pros and cons of cooperative joint 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 achieved; new and improved agricultural 
technology can be introduced which will not be possible for 
a single individual farm; cost can be minimised'and a large 
sized cooperative farm would command better resources and 
better management.

The opponents argue 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 clinch# used in this argu­

ment is that pooling of resources of the poor may only mean 

pooling poverty.

(b) Social-Fsvchological Considerations: Cooperative collective

and joint 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 thrcogh cooperative collective and joint 

farming. They argue that savings in land through consolidation, 

reclamation, etc., would minimise social costs and would 
achieve the element of homogeneity so badly needed in countries 

where caste or community are pronounced. Incentives, they ss^, 
may be maintained by bonus for additional work which will prcmpt 

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 e f f i c i e n t l y  

in a society where the general social philosophy of indivi­

dualism is shared by a large segment of the population.

They cite that_it will be difficult to synthesise the interests 
of landless agricultural labourers 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.

oV
IV MODELS OF COOPERATinZATION WHICH DEFY CONVENTI^ 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 economies of large scale farming 
among small cultivators and at the same time appear to satisfy the 
social and peychologiccxl requirements of national programs and indivi­

dual reactions. They tend to support the arguments of the pro coopera­

tive collective and joint farming advocates as well as the anti coopera­
tive farming advocates on both the economic and social - psychological
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levels. description of some of thdse types, both theoretical and 
actual models, are given here for purposes of introducing the topic 
for discussion.

a. paddy cultivation on reclaimed lands

In many areas of the Region, paddy cultivation may be achieved 

following the monsoons if bunds are erected, the brackish sea water 

pumped out, seeding is done and fresh water is allowed 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.

•‘vfter planting, the field boundaries are restored and weeding and 
harvesting are done individually. Irrigation and plant protection are 

(JotLG collectively.

This situation indicates 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 operations could result in 

tremendous increases in food grain production tliroughout the region.

One such activity was observed in i^lleppey district in Kerala 

State, where about 200,000 acres of land is being cultivated in this 
manner. In one plot of 2,500 acres, there are more than 100 individual 

owners. The paddy yields are upto 3,000 lbs per acre as compared with 
1,200 lbs per acre in the surrounding areas.

■ Similar activities are reported to exist in parts of Burma, Malaya, 

Taiwan and the Philippines, In some cases, fish cultivation is done 
collectively between crops.

b. Hybrid Seed Multiplication

Agronomists have evidence that use'of hybrid seed 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, per acre than the best common local varieties. 
Assuming an average of only 30^' increase in production, not 60^ as a result 

of the use of hybrid maize, if hybrid maize were planted in one half 
of India's 9 million acres already under maize cultivation, there would be 
an additional yield of ten million maunds of grain or a value of Rs.l/V 
crores more based on average market prices for the past five years.

In order to achieve this increased production 2,137 acres of land 
under foundation (nuclear) seed weuld be required. This would be grown 
on government state farms. 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 cultivatopa cannot keep their seed crop for planting the 

next year, these requirements would be repeated each year.

The following 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 area, only 9 acres could be assured as having 

proper isolation. That is to say, no maize could be grown in the 
areas except for seed,

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

i i i .  Detasseling - removal of male organs - would have to be done at 

the proper time.

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

V . Processing which involves' shelling, drying, screening, treatment 
and packaging would Have to be accomplished. The capital required, 

mostly in foreign exchange, for items such as shellers, seed 
cleaners, etc., would amount to ,,fl4,000 or Rs. 65 , 200.

v i. Other cultural practices such as preparation cf seed beds.,, 

timely irrigation and fertilization would have to be done..

It is obvious that individual farmers could not multiply hybrid maize 

seed effectively without some form of cooperation since they would kare 
to agree on common actions in order to provide for isolation, roughing, 
processing, etc. The processing unit would not be economical if  less than 

a certain acreage, say 300-500 acres, are produced. Therefore, capital 
requirements for the processing plants would have to be done collec.tively. 

Such an operation implies temporary pooling of resources but at a 
particular stage, individual ownership and operation of the land would 

be maintained. The economies of large scale operations could be 
effected, the social and psychological factor pertaining to land 

ownership, ceiling, consolidation etc., would be satisfied5 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 owned equipment to service the fields 

for ploughing etc. Several examples of this type of cooperative 

activity are found throughout Asia and South ilmerica. 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 rather than philosophy which is pertinent.

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

1 . Confusion of torminology and definition.

.for example: when we speak *f fanning, de we mean the production, 
processing and, to some extent, distribution of food, feedand 

fibr.s,. or do we restrict our consideration to cultivation of land 
only.

2. Rigidity of categories.

For example: Do the conventional categories of cooperation in 
fanning exclude several possibilities for increasing agricultural 

production by cooperative action?

3 . -Wevision of definitions and categories.

For example: Should we continue to use cooperative farming as a 

categoi;y or term to describe several types of cooperative activity 
in farming where joint cultivation and/or ownership of land 

takes place ^r 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-EAST ivSlAg. AND THE ROLE OF THE

in t e m a t io n a l  cooperative  a llia n c e

Dr S .K . Saxena

1 . INTRODaCTION AiSlD dOME BACKGROUND F.xCTORS

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- 
East Asia,. The South-East 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 a 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 socio-economic context in which the Cooperative 

Movements function in the Region, the following observations may be 
made. The exit of foreign rule from the political scene has brought 
into 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-pattems that are ascriptive rather than achieved; power 
is generally located in the hands cf small strongly entrenched groups; 
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 of attitudes that would need considerable 

transformation for economic development to be achieved within 
a democratic political framework.

A second background factor which needs emphasis is the 

considerably changed role of the governments. Far from playing the 
”wa.tch-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 of social 

and economic development. In this context, the existing socio­
economic organisations, including the Cooperatives, come under a 

variety cf pressures, which emanate from, the desire frr a rapid 
execution of developmental plans. For the Cooperative Movements, this
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situation causes problems which are ideological and operational in 
nature.

Thirdly, agriculture forms the predominant sector in the national 

economics? both from ttie point of-vieW'of the number of people engaged 
in it and the contribution which agricultur'e-makes- to foreign exchange • 
earnings and government revenues. However, since a long period 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 of the farmers. 

Holdings are small and fragmented, indebtedness is widespread and the 
absence of marketing facilities does not allow the farmers to obtain 
a reasonable return for their products. All these factors have influenced 
the direction of agricultural Cooperative development in the Region.

-fourthly, the contemporary scene in the Region is characterised by 
rapid urbanisation due to the rising growth rates of population and 
the steady stream of migration from the villages to the cities. The 

overcrowding in the cities and the lack of commensurate expansion of 
civic 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 ones.

Fifthly, the great diversi'ty of Cooperative activities has high­

lighted the need for a continuous supply of trained leaders and 
enlightended members who ooul'd take active and intelligent decisions on 

matters of policy and discharge . .. functions that call for technical 
competence. ' In every 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 

arid develop teaching techniques and material which would fit the 
needs of Cooperatives in different positions. . ^

2. agricultural COOPER/vTION . , '

Credit Cooperatives

Credit societies, which have existed in the Region for almost five 
decades, provide the most extensive, network of cooperative crganisations 

in the countries discussed in this paper. Their main task is that of 
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 developed 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 crgaiiisation.

In many countries, the'"idea-'of Cooperation was developed to combat 
the widespread indebtedness prevalent among fa.rmers and the Cooperatives
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were single purpose organisations, separate societies having been 
established for credit, marketing and supply functions. However, 

recent think'‘ng on the subject appears to fiivour the diversification 

of functions at the primary level. In Ceylon, for instance, since 
1957 multipurpose societies have been formed ever the entire 
island; in India, the credit societies have now been converted into 

what are called "Service Cooperatives", which also undertake supply 

f’jnctions; in the Philippines, the FaQoMas have been undertaking the 
tasks »f supplying credit, agricultural requisites and marketing cf the 
farm produce; and in Malaysia, the credit cooperatives are 

being encouraged to supply fertilizers to their members.

Table I in the Appendix showj 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 a cooperative organisation.

In all countries, with the exception of unlimited liability
societies in Ceylon, the proportion of share capitn'l to working capital

is very small. Deposits are extremely meagre and there appears to be

a general lack of emphasis on thrift and savings from members, although

lately efforts,are being made to increase„the o\^§d.capital through 
some Duilt-in devices as a pre-condition lor obtaining government

assistance. A 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 Indict, provides funds to the State 
Cooperative Banks at rates lower than the Bank rate. There is also 
provision for the government to participate in the share capital of the 

cooperatives to evoke increasing confidence among the members.

Table II  in the Appendix shows the volume of credit provided by 

primary cooperatives to the cultivators in the different countries.

In discussing the nature of the loans advanced by credit cooperatives, 

three aspects deserve attention. The first is that the majority of 
these loans are granted for a short period, say, for one year. Secondly, 

the proportion of the loan utilised for farm operations varies from 
country to country. The subsistence nature cf the fanner's economy 

does not allow for a sharp distinction to be drawn between the 
requirements for the farm and the'feiousehold and despite the efforts 

being made in some countries to restrict loans frr purposes cf farming 

it las been difficult to devise measures for ensuring that a loan 
is productively utilised. However, it is now being recognised that 
loans for purposes of domestic consumption are also necessary if the 
farmer is not to be pushed into seeking loans from non-institutionalised 
sources which, in the long run, would v,ork to his disadvantage.
Thirdly, the demand for lod.ns 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 harvest 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 leans from Cooperatives 

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 sureties and pledge to deliver the crop, 
ihe rate of interest On short-term loans also varies from country to 

country. In India, as mentioned earlier, the Reserve Ban^ advan'6es funds 

for seasonal operations at 2.5,i per annum, that is, Z% below the Bank 
rate. The ultimate borrower gets it at ^.5% to 61, In Malaya, the 

uovernment loans money to the Apex Bank at 0.25/o p^r annum for paddy' 

cultivation and at for processing and marketing.

The procedure for sanctioning loans rests, in the first instance, 
with the Board of Directors or the I-'anaging 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, 
v iz ., 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 AGk (Agricultural Credit 
.ii.dmlnistration) .

Despite dissimilarities in the structure and functioning of credit 
cooperatives, the foregoing rapid survey reveals some common features.
The Credit Movement in the uegion is nbt 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 societies fall within 
the I'C", "D" and "E" categories; 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 ' , 
coritrolled organisations.

Cooperative Marketing and Processing

The large share of the marketing of agricultural prcduce in the 

region continues to be in the hands «f the village moneylender-cum- 
trader who advances leans to the farmers and, on the strength of such 

accommodation, buys out the farm.ers 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 needed to raise the economic levels of the 

farmers. The problem of high overdues in Cooperative societies 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 w r k . This is . sought to bsidone either by • ̂ aefeisving 
functional link-up bGt. /̂een the specialised societies 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 marketing societies were organised. Apex marketing societies 
have also-been organised at the State level, and, at the national 
level, there is an apex organisation called the National Agricultural 

Cooperative Marketing Federation. In the Philippines, as already 

mentioned, the FaGoMas are limited liability societies which also 
undertake the marketing of produce. Generally, one FaCoMa is organised 

to handle one particular crop within a given area. In Ceylon, the 
*igricultural 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 societies for 
different products. Each society covers about 10 to 20 villages in 

the case of rice and rubber. The functions of these societies are 
mainly to supply production requisites, arrange for transportation 
and grading and, finally, selling on collective basis. There is in 

operation a Government-guaranteed price for paddy.'

Organisation and Operations

The membership of these societies 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 societies 

obtain the produce from the farmers, make arrangements for stocking 
it, advance some money to the farmers and, after the crop is sold, return 

the amount to the farmers c.fter deducting their service charges. In 
other words, the m̂ ^̂ rketing societies mostly work as commission agents.
The inability of the societies to undertake outright purchases, 

involving as it does higher financial risks and commitments, has acted 
as a deterrait to the loyalty of the membex-s towards the marketing 

societies. By the adequacy and elasticity of his financial accommodation, 

the private merchant has been aole to score over the cooperatives.

Given a weak base of primary marketing cooperatives, it is 
understandable that the apex organisations have not been able to develop 
economic strength. In India, the 'iabional Agricultural Cooperative 

I-iarketing Federation was organised in 1958 with the purpose of 
undertaking import and export trade for and on behalf of cooperative 

societies. The Federation has also been charged with the task of 

promoting inter-state trade between cooperatives, collection and 
dissemination of market information and arranging for facilities 

for forwarding, inspection and storage. Its main activities have 
consisted in the export of certain agricultural commodities, such as 

lentils and spices, and import of good quality seeds, other agri­
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cultural requisites and dry-fruits. It also operates branch 

offices at ports, a  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 

Ceylon, where vegetable growers' societies have done some good vjcrk, 
about 86 societies joined together to open selling outlet in 
Colombo, i'he success nf this venture led to the creation of Ceylon 

;lgric ultural Producers' Cooperative Union in 1961. In the Philippines, 
the Central Cooperative Exchange was organised in 1955 with the object 

of promoting and facilitating the efficient merchandising *f the produce 

of members of FaCoMas, undertaking processing, storage and distribution 

of farmers' produce, establishing and operating terminal markets which 
will serve as clearing houses for cooperative associations and procur­

ing farm supplies and equipment needed by member FaCoMas . The 

Exchange is also waging an intensive member education and information 

programme, extending management services to FaCoMas and taking 
several other measures to improve the economic and financial 
conditions of the organisu.tion .

The problem of providing adequate warehousing facilities is inti­

mately linked with the success of cooperative marketing operations.
In Inciia, an extensive programme i'or the construction of warehouses 
has been undertaken and Corporations both at the Central and State 
levels have been established for this purpose.

On the whole, it can be said that the marketing societies have 

not been able to raise adequate resources of their own. In India, the 
iitate Bank of India is providing miarketing finance to cooperatives 
to enable them to offer pledge loans to members and to pay the farmer 
on delivery of produce. In the Philippines, as mentioned earlier, the 
FaCoMas' main source of funds is the Agricultural Credit Administration. 
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■extends loans for such purposes.

The major obstacles to the growth of cooperative marketing in the 

Region may be summarised as follows:- the small amount of marketable 
surplus with the cultivators and the organisational problems involved 
in covering large distances; absence of technical skill for doing 

highly specialised jobs; inadequacy of financial resources of marketing 

societies; the fluctuations in prices of agricultural commodities 
and the inability of the marketing societies to provide against this 

contingency; lack of supply of up-to-date market intelligence to the 

farmers; the very limited amount of international inter-cooperative 
trade caused by discriminatory regulations mostly emanating from the 
Government, and by the structural weakness of the National Cooperative 
Movements.

Some countries in the Region show outstandj.ng achievements in the 
field of cooperative processing. In India, there are 57 cooperative
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sugar factories which have been responsible for giving a variety of 
benefits to sugarcane growers. These sugar mills are esssntially 
processing societies of cane-growerg and some' cooperative institutions 
are also admitted as members. The main sources of funds are; share 
capital cont.ributed by mem.bersj ’Sharc capital contributed by the 

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

the Government contribution from the share capital.

In the Philippines, the Central Cooperative Exchange, operates 
a Tobacco Redrying Plant under a contract with the Philippines Virginia 

Tobacco Administration. In Ceylon, a number of processing industries 
in the field of coconut and 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 social facilities.

3 . URfiiiN COOPERixTION

Consumers^ Cooperatives

Historicaxly, Consumers' Cooperative Stores began to be organised 
in the i^egion after 1910 either on plantations or at factory sites 
where a sizeable community presented a substantial and homogeneous 

demand for consumer goods. In Ceylon, small stores intended to supply 
curry stuffs and other simple household necessities got under way short­

ly before the last War and in 1939-1940? there were in all 26 stores 
with a membership of about 12,500. In India (which then included the 

present Pakistan territory), cooperative stores had existed in the 

country ever since the i'-ct 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 th^^reby 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 societies 

were started in the Federated Malay States. These were, however, short 
lived and the occupation of the country during the 'War period marked 

a complete suspension of cooperative activities. In the Philippines, 
the Non-Agricultural Cooperative Law (Republic ■'■̂ct 2023) was passed 
in 1957 which charges the Cooperative Administration Office to accelerate 
the growth of consumer cooperatives, and more specifically, for 
establishing a Cooper-xtive Wholesale Society.

In both Ceylon and India,, the growth of Consumers' Cooperative 
Movement was very closely linked with the Second w'orld War. The ‘'liar, 

bringing in its train a shortage of goods and increased employment, 
enabled the Governments of the two countries to use consumer cooperative 

shops for distribution of controlled and rationed goods. However, in 
both the countries the Movemont suffered very seriously at the 
termination of the /Jar mainly because 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. similar situation also existed in Malaya where the 

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

its modest earlier dirhensions after the de-rationing of goods and the 

emergence of well-established private traders in the field of commodity 
distribution.

Size and Organisation

Primary stores, with few exceptions, are generally very small 

organisations in terms of membership, turnover and financial resources. 

Largely because of the ignorance of Cooperative Principles and an 
absence if  appreciation of the need for sound financial and saving 
policies, the cooperative stores have not given careful thought to 
build‘ng adequate owned and working capital. The primaries have not 

developed a unified higher organisational tier. In some-States in India, 

for instcince, primaries are joined together in the district and State 
marketing federations which are not exclusively representative of 
consumer stores. In Malaysia, a Cooperative Wholesale Society was 

established in 194^ to provide goods and services to the primaries.
Its funds were obtained mainly from overdraft facilities on the basis 
of a Government guarantee. In Ceylon, the Cooperative Wholesale 

jistablishment (which is not a cooperative organisation) is responsible 
for obtaining bulk supplies for the cooperative stores. In the 
Philippines, as mentioned earlier, the Philippines Federation of 
Consumer eiooperatives 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 undert<iken by the Federation. In East Pakistati, 

an Apex ifiholesale Society known as the iLast Pakistan Provincial 

Cooperative Marketing Society Limited was established in 1962 with the 

Government subsidy towards management costs and a long-term loan 

towards its capital for providing loans to 54- multipurpose 
societies for development cf trade in conS'orner goods.

It would be true to say that there is in the tiegion an absence 

of close integration between the primaries and the higher-tiered 

organisations. On the one hand? therefore, the primaries continue 

to provide a weak base to the total structure of the Movement in the 
country, on the other, strong and financially sound State-level 
organisations are not able to project downwards their energising 
influence on the primary stores .

In addition to the above, the major 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 
number of small units engaged in retailing, low level of consumer 

conciousness vhich does not allow the consumers to be discriminate 
buyers, wid«espread habit of buying on credit, inadequacy of financial 
resources, general absence of specific training facilities for 

employees of consumer stores, and, finally, the excessive involvement
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of ^ovommehts 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, however, examples of 
"institutional stores" working successfully throughout the Region.

These might be organised in uovemment offices, factories and 

other industrial establishments. The main reasons for their success 
have been; managerial and otĥ -r subsidy provided by the employer, 
possibility of deducting dues from the salaries and wages against credit 

purcH'-̂ ses and a steady patronage »f the stores by its members.

Some satistics about consumer coaperative stores are given in 

Table I I I  in the Appendix.

Thrift and Loan Cooperatives

There are in existence a number of cooperative thrift and 
credit societies all over the Region created mainly to encourage 
their members to practise thrift by allowing them the facility of 
depositing a 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 made between urban Cooperative Banks 
where deposits are generally withdrawable by cheques and which carry 

on normal banking functions and employees-' societies which receive 

deposits from, and advance loans to, the workers in a particular 
organisation. The growth of urban cooperative banks in India has been 

very uneven. The membership is generally drawn from the salaried classes, 
traders and merchants, .vhile in many cases, the need for strengthening 

the owned funds exists, by and large the owned funds and deposits 
constitute a substantial 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 also for the purchase of seeds, manure, 
improvement of land etc. Some other purposes for which leans are 

available 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 Bank has been recently 

establiahed. 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 a number of branches. The Bank provides finance to 
primary cooperatives in the non-agricultural sector.
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fimployees^ Credit Societies

Throughout the itegion, there are financially sound Employees 

Cooperative Credit. Societies ■working in government and private 
institutions. In India .in 1961-62, there were about 4>000 societies 
with a total membership of 1 ,222,000.

Organisational and Operational Aspects

The membership of'-' such societies is generally open to all people 
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 a managing committee is responsible for the 
over-all supervison of the working of the society. In the Philippines, 
where thire are credit unions, the Annual iissembly is the highest 

■authority which appoints a Board of Directors, a credit committee and 

a supervisory committee, 'uenerally, 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 membars by inculcating in them the habit cf saving and 

helping them to keep out of indebtedness, the greatest ad-vantage to 
ooperative Movement in Malaysia has been the assistance extended 

by the credit societies to othir sectors of the Movement. Through 

their advisory councils, the societies have initiated some new coopera­
tive ventures. After the War, the thrift and loan societies have helped 

the Malayan Cooperative Insurance Society wi_th its working capital and 

many of them have invested their s'urplus funds in cooperative housing 

societies. They have also assisted the Cooperative College of Malaya 
as also the Cooperative Union.

Some Obstacles

The main obstacles restricting the future growth oi 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 members and employees which narrows dpwn 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 holdin.^ educational meetings and undertake other work 
relating to technical advice, public relations, etc.
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CoQperative Housing

The 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 created a very acute situation. In India, 

for instance, it has been estimated that a total of 18 million houses 
will be needed by 1976 to meet the deficit of urban housing, lÂ iich 

will call, for very substantial investments, i-i. 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 extreme pressure on the existing 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 patttjms of organisation of housing societies prevalent in the 

Region may be broadly classified into the following three: The first
relates to those societies in which the entire property is owned and 
managed by the society and members continue to be its tenants. It 
is the function of the society to seO-ure land, develop it, construct 
houses and allot them to members on the most reasonable rent.

Secondly, there are those in which the members act actively 
at one or several stages of operations, and the ownership is eventually 

passed on to members. Thus, after the acquisition of land, construction 
and allotment of houses, the tenants buy out the houses over a period 

of time, i^lternatively, the society 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 society.

Thirdly, there are in existence, in some large cities, e .g .,

Bombay, the Flat-ownership Cooperatives. In order to economise 

on land, a large building is constructed containing a number of flats 

and individuals buy out the flats on the understanding that purchasers 

of flats would form a cooperative society.

Out of the above mentioned three, the second category, v iz ., 
the co-venture cooperatives, appears to be the most common, probably 

because it pemits individual ownership of .houses.

iill persons, who do not already own a house, are 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 one-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



amount of interest, fiven after the amount is disciiarged in full, 
the property remains with the society for several more years. This 
is done in order to avoid speculation.

i'he General Body is the supreme parliamentary organ. It elects 

a committee of management which is responsible for the day-to-day 

affairs of the society and the members of the committee retire by 
rotation.

Difficulties jLxperienced

fhe entire activity of house construction is a highly technical 

one which involves problems of a legal, technical and financial 

character. Jidequate 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, therefore, to fend for themselves. A second difficulty 

arises out of a serious lack of financial resources. The owned capital 
of the societies is very small and the sources of borrowings available 
are mainly the Government and semi-Govemment organisations. In some 
states of India, Cooperative Housing-, Financing Societies have been set 
up but their contribution has not been significant. The commercial 

banks are not able to assist, 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 a building society, 
the iimployees^ Provident Fund Board, Thrift and Loan Societies, the 
Cooperative Insurance dociety 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 suitable fee, private individuals and institutions, 

who are able to loan money for housing cooperatives, could be provided 
with protection against non-repayment.

A third problem relates to the acquisition and development of 

land. Land is not easily available at reasonable cost and with the 

high amount of speculation in real estate, the Cooperative Housing 

Societies 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. As the supply of 
building material falls short of the demand and as several building 

materials are subject to controls, the housing societies find-a 

severe limitation placed on expansion of their activities. The 

possibilities of researdi work on the use of alternative building 
material is, therefore, of great importance.
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F inally , a mjijor obstJ.clG is the lack of an agency which could 
provide continuous, technical guidance and oi’fer assistance in 
streamlining the management structure of the primaries.

4 . aOME

On the basis of the aDovc very rapid survey and at the risk <jf 
simplification, the problem areas of Cooperation in the Region may now 

be .grouped under the following four heads:

1 . Lack of technically skilled leaders

•In.almost all countries included in this paper, cooperative 
organisations have to contend with a membership which is apathetic 

and does not actively take- part in the working of the societies. 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 technical tasks involved in running a cooperative organisation. In 

all countries, facilities for cooperative education exist, but the nature 
of training is very often formal and does not.have the required 

practical bias. Koreoever, the techniques of teaching, employed are 

rather traditional and do not have an impact in depth. The production 
of suitable cooperative literature, teaching materials and audio­
visual aids is, therefore, a m.atter of ’̂reat urgency.

2. Organisational

The review of the Mo'jeraent in the Hegion has shown that the primary 

units are small. .iS a result, their technical efficiency is law and 
their b-*.rgaining position weak, 'j-'hey often.act as isolated units 
ignorant of the strength they could lend each other by mutual 
collaborat■on. They are thus unable to effect economies ; of 
scale, a factor which has been of significance in the development of 

the advanced Movements, /jhere secondary organisations exist, they are 
often, unable to count upon the sustained loyalty cf their primary 

affiliates .

3. Financial

The Movement, with the possible exception of the urban thrift 
and loan societies, suffers from the lack of finances. Efforts at 

building owned f'onds have been few and far between and, as a 
consequencethe Movements depend to a substantial extent on tne 

support from the Governments.

4 . External Relations

The problems under this head falls broadly into two. Firstly, 

there is the aspect of the Cooperative Movement developing relations 
with ather socic-economic movements, e .g ., trade unions, youth 

organisations, women's associations, atd., which can lend support
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to the former. /Jithin the country ; there is the other aspect 
of the Cooperative Movement's being able to obtain their due 'share 
in the facilities provided by a niimber of financial and economic 
corporations set up in several countries. The Life Insurance 

Corporation of India, the Industrial Development Corporation of 
Pakistan, the iigricultural Credit î dmin̂  stration in the 

Philippines, the Cooperative Wholesale iilstablishment in Ceylon, 
the otate Bank of Pakistan, the various government departments 

dealing with imports, exports and licensing of quotas, etc. are some 
of the important, agencies which may be mentioned in this connection.

The second pĉ rt of the problem relates to the aspect of the 

Movements in the Uegion 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 experienced movements to help 

the developing countries through a number of existing international 

organisations. In short.', supply of literature, of specific 
information in response to precise needs, exchange of cooperators, 
help in the creation of industries on a cooperative basis, and measures 
to expand international inter-cooperative trade are some ways by which 
the advanced Movements could contribute to the growth of the 
Movements in the Region of South-East iisia.

5. RCLE op THE INTEPu' î^TION^L COOP^RiTIVE i.LLI..NCE

In an attempt to describe briefly the role of the International 

Cooperative iilliance (iC^i) more particularly of its Regional Office 
and Education Centre for South-East xisiai<; it is necessary to 
make two preliminary observations, -f’irst of all, it is recognised 
that the role of the ICxv 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 

‘'lational Movements. The second observation relates to the existence of 
a number of United Nations agencies which have active assistance pro-

Hereinafter referred to' as the "Regional Centre" or just the 

"Centre". It should be added that the two oxfices functioned separately 

till August 1963 and were, thereafter, merged. The funds for the 
i^egional Office are. largely a charge on the normal budget of the ICii, 

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 

Cooperative Organisations. I'unds were collected under a campaign known 
as "Without Boundaries" . -tit the recently held Congress of the Coopera­

tive League of the USii, a similar idea was mooted, a  E«nd has aljo  been 

raised by the west German Coop.ir^tive Congress called the "Aidt India 

Fund" for providing technical assistance to cooperatives in In d ia .
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grammes in the field of Qooperation. The alliance, therefore, makes 

every effort to ensure that the programmes in the realm of Cooperative 

Movement are, as far as possible, effectively coordinated.

The J l̂egional Office & Education Centre of the IG.i started 

functioning in New Delhi in November I96O. This came about as a_ 
result of long and incessant discussions carried out at the various 

Congresses of the illliance dating back to the year 1948, and also 
after a study of the cooperative problems in the Region had been 

sponsored by the xilliance in 1955. During the course of the dis­
cussions, v;ays and means were explored to bring the Movements in the 

developing countries closer to the Alliance and also to seize the
global challenge of helping to contribute, through the instrument
of Cooperation, to the social and economic development of the under­

developed countries.

iit the Lausanne Congress of the .alliance in I96O, a Long-Term
Technical assistance Programme was dra’̂  up which emphasized the aspects

of the continuation and completion of the exploration of the 
developing regions by experts, a programme of intensive research in 

various aspects of Cooperation, the promotion of education at all 
levels, collaboration with United iJations and other agencies and, 
finally, promotion and expansion of trade between cooperative 

organisations in developing' countries and more advanced ones.

The activities of the Centre can be divided into the following 

five heads:

5.1 Intensification of IĈ i relations with the Movements,
5.2  Supply of information and technical assistance,

5.3 Collaboration with international organisations,

5-4 Education and research, and

5.5 Advisory Council.

5.1 Intensification of ICi relations with the Movements

Contacts with member-orgahisations are extended in the 

following manner. First, the Centre's officers visit the various 

movements"regularly. Often, these visits are held in conjunction 
with some educational, activity that is being, held in a particular 

country, în opportunity is then taken to discuss with the responsible 
officers of the rrganisatioh .̂Re problems of the Movement and the 
ways in which the -illiance could make itself useful. Information 
■about t-hese visits is, in turn, conveyed, to. the Headquarters 
of the -illiance in. order to enable it to make its policies more 
realistic to the needs cf .the Movements. Secondly, the Centre 
brings-to. the notice of the Movements international facilities 
which are available, to Cooperl^tors , ii.n example is the travel 
grants offered by the U:-J agencies. Finally, the exchange of 

Cooperators is further facilitated by the award of Fellowships 
by the ICxi itself and by helping in drawing up effective programmes
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for the ^Jooper^tors visiting the advinced countries. It may be 
added thj.t help is also soijght from the Centre by the v^estem 
Gooperative Training institutions- in the selection of participants 
from the rtegion. The bwedish KF/oL seminar is a case in point.

5 .2  Supply of inform-^tjon and technical assistance

The Centre devotes considerable time to answering queries on 

various proolems facing the Cooperators in the Region. These may 
relate to the org^inisation 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 exchange 

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 Cooperators in the Region, enables the Centre 
to make its programmes and publications relevant to the needs of 

the Movements and, finally, establishes the Centre as a service 
agency over the widest and most diverse audience.

The second major function under this head may be classified as 

one of securing "technical assistance” which, in its broadest sense, 
includes the supply of expertise, finance and, in fact, any kind of 
help from one Movement to the other. More concretely, this function 

could be broken down into the identification 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 enquiries and negotiations with the various authorities, 
processing of the project with the ICji headquarters and, finally, 
where necessary, arranging for the orient:*tion of the experts' to local 
problems and conditions, -‘•■‘t the TCxi Congress held in 1963 at 
ijoumemouth a Resolution was adopted which exhorted the advanced 

movements to help, in coll-:iboration with their counterparts in the 
developing countries in the setting up of processing industrials in the 
Cooperative aector.

5.3 Collaboration with International Organisations '

within th(3 Parliament of the alliance, great emphasis has been 

laid on giving the utm.os't collabor^xtion to those international 

organi Sat ions, Dtirticularly, the UN ^s-gencies, which also have pro­
grammes in the field of Cooperation. The Regional Centre seeks to 

project the same support to the Regional UN organisations in South- 

Ji-ast Asia. Such collaboration takes the form of exchange of programmes, 
mutual exchange.of invitations for participating in various 

conferences, dealing with Cooperation and allied subjects, and, 
finally, the aspect of organising joint educational activities with 

UN iigencies. Thus, a seminar on "The Role of Coopjration in the 

Emancipation of Women" was held in New Delhi in November-December 19^2 
by the ICxi in collaboration with the UNESCO.
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5 .4- Education and Research

The major concentration of the Centre's activities is, howeverj 
in the field of Cooperative £J&ucation. The Centre organises four 
to six Regional .Seminars every year and two iMational ones, i’able IV 
in the ,i.ppendix gives tht; subjects and the number of participants 
to the IGa seminars held so far. The educational activities are 

classified under Experts' Conferences, Seminars and vJorkshops. The 
lixperts' Conferences are 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 Regional and 
National seminars are organised in different fields of Cooperation 
and the participants are selected by the National Gooper-itive member- 

organisations of the IĈ i and the Governments concerned. forum 
is thus provided for exchange of views between the "official" 
and "non-official" Cooperators on pertinent Cooperative issues. A 
national seminar is organised specifically at the request of a 

particular Movement and the .illiance 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, a 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 made of the Cooperative 
Ministers' Conference which the iilliance organised on the "Role.of 
Cooperation in Social and Economic Development" at Tokyo in -̂i-pril 

1964. To this Conference the Min'sters of Cooperation from various 
co'ontries in the Region as also the Presidents and Secretaries of the 
national voluntary organisations were invited. Selected westrm 
Cooper-itors, including the President and the Director of the 
iilliance, also participated. The Conference discussed some inter­

national aspects of the Cooperative Movement, such as "Cooperation 
in South-East Asia Today _ Role and Problems", "International 
Cooperative Trade", and "International Cooperative Technical 

■iissistance" . I'he Conference rdcoimnended the convening of a special 
meeting to study the problems of Cooperative trade in South-East 
xisia and a Conference on this subject is likely to be held in 
February 1966 in New Delhi.

The Centre also runs a small Research Fellowship Programme under 

wnich three selected Cooperators from the Region of South-East nsia 
are enabled to spend six months to eight months at the IC.1 offices 
in New Delhi pursuing a programme of advanced training and research. 
Lately, an effort has been made to give a -more practical slant • 

to the studies of the Research Fellows.
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Tho Centre also programme of research under which selected

issues are studied on a rtagioncil or National basis. liS a consequence 

of the seminar organised in collaboration with Unesco and referred to 
earlier, the Centre had the Hegion *f South-East ^isia surveyed in order 
to make concrete suggestions for bringing aoout closer relationship 

between the Cooperative and vvomen's organisations, n. study reviewing 
the progreoS of Research in Cooperation in India was completed last year.

regional survey of Cooper-'-tive Marketing in 3outh-East ^isia is 
under way and is expected to be ready by the end of 19^5 • Finally, an 

attempt is now being made to bring together the Cooperitive Legislation 
in the various countries of the Region and to highlight some specific 

aspects of Cooperative Laws which facilitate or obstruct the growth 

of the Movements.

Prodaction of Literature

In view of the shortage of liter-^ture i.n the field rf Cooperation, 

the Centre has an active programme of production of literature. The 
large part of such literature asscrues out of the deliberations of the 

Conferences and semin'irs which the Centre holds from time to time, i'or 
instance, out of the first seminar held in I960, a book on "Cooperative 

Leadership in South-East ^isia" has been produced, new series of 
brochures relating to various cooperative problems is now under way and 
the first brochure entitled "Economics of a Consumer Cooperative" is 

already out. The second brochure dealing with "Cooperation and Small 
Industries" is expected to be ready in a few months' time. Jin 

xinnotated Bibliography of Cooperative Literature pjjduced by 
Cooperative Movements is now regularly issued on a six-monthly basis.

Cooperative Press Directory for South-East itsia and a Trade Directory 

listing the names of interested cooperitive organisations with brief 
specifications cf the commodities have already been in cir:;ulation.

Work is also progressing on three more publications,ne-mely, "Readings 
in Cooperative Education", "Cooperative Credit and some .-ispects of 

Marketing", and "Readings in Consumers Cooperation". It should be 
mentioned that the Centre has now accumulated a vast amount of material 
which is distributed m^ostly free of charge, to about 600 individuals 

and cooperative institutions all over the ivegion.

Experimental Project in otudy Circles

■Lhe need for evolving effective member-education techniques which 

could be used with advantage in the Region has led the Centre to conduct

an experiment in the field of study circles. The results, based on

the practical work done with some study circles in consumer cooperative

societies in India have now been distributed uo the various cooperative
movements.

5.5 -‘tdvisory Council
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i'he entire programming, of the Centre's work is done with the help 
of an i-s-dvisory Council vjhich consists of eminent Cooperators from all



the msmbGr-countrids in the Region. This Council has also the task 

of reviewing the work done during the preceding year. The -n-lliance 
attaches the greatest importance to the deliberations of the 
Advisory Council. It can be said without exaggeration that in the 
advisory Council forum has been created in South-East i^sia on 
which problems of Cooperation are discussed regularly every year 
thus helping to make the vrirk of the Regional Centre increasingly 

realistic to the needs of the Movements in the .legion.
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Table showing the number and types of primary crodit so'cieties

(adapted from: Report on the Centre on Institutions for Agri­
cultural Financing and Credit in Asia and the Far East, FaO 

Rome, 1964.)

-Go-untry Year
Credit -soe-ieties

Unlimited
liability

Multipurpose 
societies .

Limited
liability

1)
Ceylon i960 3,722 164 4,977 8,883

Malaysia 1963 1,500 1,500

(Fedn)
2) 3)

India 1963 85,421 ■126,708 - 212,129

Pakistan^^

iJest 1959-60 11,873 109 - 11,982

East 1959-60 289 3,705 3,994

1) including cooperative agricultural production and sales societies.

2) including multipurpose societies, but excluding 9 ,4-12 grain banks.

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

4) including some non-agricultural societies.



Table Mumbsr II

Table' showing credit provided by Primarj' Cooperatives

(adapted from: Report on the Centre for Institutions for Agri­
cultural Financing and Credit in JiSia and the Far East, FhO, 

Rome, 1964.)

-2a-

'in million dollars)

Country 1959 i960 1961 Remarks

Ceylon 4.9 5.0 — By credit, multipurpose 
and CtiPS societies

Federation 
of Malaya

1.0 1.0 — By cooperative credit 
and ether societies

India 355 .0 426.0 511.0

Pakistan 15.0 22.9 — By cooperative credit and 

other societies

Philippines 3 .6 0.8 0.6 3y iiCGFii
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Table Number : I I I '

T--:iblo..£lY-inft. soine approximate figures -for - the' consumers coope: 
movement.

ive

(in million dollars)

Country la .r  “ f ' " "  
of so­

cieties

Member- Share 

ship(in capital 

mill ions)

• Sales Profits Lass

Ceylon
1 )

1961 5,847 0.73 21.00 10.80 10.800 . .

India 1959-60 7,168 l.AO 12 .OQ 76.00 1.606 0.55

Pakistan
(West) 19 5 8-59 292 0.03 0.50 1.15 ■ 0 .Q02 —

Philippines 1963 ' 189 0.04 0.31 4.95 0.180 —

l) includes 4j255 stores operated by the multipurpose societie.s and unions.
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Table Number IV

Table showing the subjects of the seminars organised by the Regional 

Centre and the number of delegates who participated

S. Subject of the Jivent ■ Tim e............  Number of

No. Regional or National Participants

1 . Cooperative Leadership in South-East ^isia (R) Nov. i960 40

2. Cooperation \n Many Lands (N) ■ Feb-May 1961 .20 . .

3 . .symposium on Cooperitive Insurance (N) Murch 1961 20

4.. Cooperative Development Officers Conf. (N) March I96I 20

5. Press and Publicity (R) Oct .Nov 1961 24
6 .....-Cooperative Credit. Conference (R) Nov-Dee 1961 17

7 . Jtudy Circle Method Conference (R) December I96I 6

8. Cooperative Member Education (N) Jan-Feb 1962 27

9 . Cooperation for Industrial Woekers (N) Feb 1962 —

10. Cooperative Development Offiders Conf (N) February 1962 24

11. Cooperative Marketing (R) March 1962 23

12. University Teachers Workshop (N) May-June 1962 25

13. Cooperative Press and Publicity (R) Sept Oct 1962 35

14 . Orientation Course for Teachers of Rural
Institutes in India (N) Oct. 1962 14

15. Women and Coopsraticn (R) Nov .Dec 1962 32

16 . Cooperative Farming (R) December 1962 23

17. Cooperative Housing (N) January 1963 —

18. Study Circle Methods (R) January 1963 9
19.. Techniques & Methods of Member Education (R) April 1963 21

20. University Teachers^ Workshop (N) May 1963 30

21. Consumers CooperAtion (,R) June 1963 29

22. Cooperative Insurance (R) September 1963 14
23 . Cooperative Member Education (N) September 1963 —

24 . ligricultural Credit (R) December 1963 11

25 . ligricultural Credit (N) December 1963 —

26 . Youth and Cooperation (R) January I964 8

27. Cooperative Ministers' Conference (R) ri-pril 1964 52

28. Cooperative Member Education (N) June 1964 42

29 . Cooperative -“-gr. Development in Nepal (N) iiUg-Sept. 1964. 60

30 . Cooperative Marketing (R) September I964. 27

31 . Principals' Conference (R) October 1964 9
32 . Cooperative iinployees Training (N) October 1964 16

33 . Cooperative Member Education (N) Sovember'’.964 44
34 . Cooperative Housing (R) Nov .Dec 1964 ' 17

35 . Cooperation and Trade Unions (R) January 1965 21

36 . Fishery Cooperatives (R) February 1965 20
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Table Number : V

Table showing membership of cooperd.tive societies as parcentage 

of population in the year 19^2

Country Percentage

Ceylon 6.98

India 8.39

Malaysia 2.76

Pakistan 2 .IS
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GOOFERf^TIVE FARMING - PRO BLUMS OF M.^aGH^ENT 

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 located. While 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 lass developed 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, 

i-mother is where similar concerns over justice and opportunity prevail 
and whiere land is to be settled with people having meagre personal 

resources. Israel is an example (the religious factor also exerts much 
influence) and many less developed countries have substantial laind. , 
resettlement projects, h. third is in countrias where large privately 
held commercial farming units no longer are socially acceptable and 

thd choice is to break them up into smaller units or shift them to a 
different farming system.

We shall not consider the religious groups who carry on cooperative 

farming based on their religious beliefs nor collective farms under 
Communist regimes. In the latter case, collective 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 tr^te in 
developing better services for fanners. And. service cooperatives are 
often found among urban consumer^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 a.s is the satisfaction .of the members 
in the results obtained. The fact that service cooperatives are 
relatively easier to organise and manage successfully than are 
cooperative farms has contributed to their widespread acceptance and 

.use. ■ • ' ■ ■ ■ • .......... ■

Cooperative Farming Societies

The basic type of organisation needed to qualify a farming society 
as a cooperative has been much discussed and carefully described in a
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number of publications.  ̂ The key features ara that the productive 

farming resources including the labour of the members are pooled and all 

the resources operated as a single fanning 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 operation are 
important.

The name "cooperative 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 
cases of one kind or another. We will not be concerned with them here.

. Cooperative organisation of farming resources is of interest 
almost wholly as an alternative to small family-operated farms. It seems 

almost never to be considered where good farm land is relatively 
plentiful. This is true whether the farming cooperative is set up by 

a resettlement project or 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 
r'f trying to make effective use of a large labour 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 
pooled. Since the interests of working and non-working members will differ 
in such cases, the already difficult managerial prcolems will be- 
increased. The participation rf non-working members usually only compli­

cates m-itters.

jis an alternative to setting up a cooperative farm, small farmers 

may cooperata among themselves to their own advantage relative to 

certain farming operations. Cooperating in the use of a tractor or 

other expensive equipment, in joint irrigation or soil oonservation 
projects or in field reorganisation are common examples but many 
other possibilities 'Iso exist. The potential advantages of such 
cooperation as an aid to small farmers needs more attention, we shall 
discuss it briefly later in this paper.

How Farming Cooperatives & Service Cooperatives Differ

The cooperative farm.and the well •rganised agricultural service 
cooperative face quite different management problems. Since many people 
assume that all agricultural cooperatives have similar management 

problems,, it will add to clearness to identify some similarities and 
differences.
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Tha -tfiricultural Service Cooperative

i'he successful agricultural service cooperative provides 
specific but limited services needed by its farmer-raembers -nearly 
always individual family farmers. The services it offers are those 

the farmer cannot ,readily provide for himself. Thus, the service 
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 cooperative is hired and not provided by the members them­
selves. Most of them employ a manager although they may recruit him 
from among the members. The role of the members is to set operating 
policy, provide capital 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 desirable, i^crkars are chosen who are suited to the 
job to which they are assigned. Pay rates are fixed on the basis of 

responsibilities and skills. The labour force is not fixed but is 
adjusted to the amount of work to be done.

The members set general policy for the cooperative and elect a 
mcinaging committee who work with the manager. The manager, in turn, has 
charge of operations^ has direct control of the workers and uses his staff 

to provide the- services to be rendered to the individual member. The job . 
of the manager is to provide the services wanted in an efficient manner.

If the service cooperative has an interest and active membership, 
sufficient capital and good management and staff, it will be able to 

provide effective services if the surrounding conditions are favourable.

The Cooperative Farm

In the case of tti-s cooperative farm, the members provide thî  capital 

(land and 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. Qp to this point the farm cooperative 
and service cooperative are much alike. The key difference arises 

because the members (owners) of the resources of the cooperative also are 
full-time workers in the cooperative. They must adjist their working 
life to the needs of the cooperative - it is not a matter of family 
choice. Their laoour becomes subject to the direction of 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 society in setting general policy as to how 
the farm should be organised and operated. The usual farming experience 

of the average member, also, is limited to the problems of a small 
farm. He will have little or no background for helping set operating 

policy on the larger cooperative farm.
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Tha skills, abilities and attitudes which individual 
members bring to the cooperative farm will vary a good deal. The 
more the group is traditional in its farming methods and way of 

living,^ the smaller these differences are likely to be; the more 

progressive and developed the members of the cooperative, the 
larger the individual differences are likely to be.

In sett'ng operating policy, the cooperative must find a way 
to harmonize differences among its members so that they will be an 
asset as far as possible rather than a liibility . This must be done 
at three different points; (l) in setting general production 
policies, (2) in utilising the labour of members, and (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 foll4wed, and the 
balance between labour ind capital to be used. I'hs limitations of 
small-farm experience has already been pointed out» Some members will 

be more progressive and othc;rs more conservative, oome will want to 
attempt more rapid progress by taking greater risks while others 

will prefer greater security to larger risks. The larger' and more 
advanced the cooperative, l.he more difficult these problems become 

since the cooperative then has more alternatives from whi|Ch to choose 
ci.nd will be using more capital which involves taking greater risks.

second production policy m.:.ttar- has to do with the choice 

of the manager of the farm and the powers to be entrusted to him. The 
members need to understand th.^t group management of a farE 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 

more representation, decision making is likely to be slower and more 
cumbersome. If they choose individual management, the members may come 

to feel that ohe m-̂ nager has too much power over them.

Management Problem Two - Use of Labour

One advantage claimed for cooperative farms is that the larger 
labour force permits' a substantial division of labour. This can easily 
be over-rated. Some division cf labour is possible in faming but not 
a great deal. Field laoour needs are closely related to the process of 

plant growth - preparing the seed-bed, planting, interculture, harvest­
ing are a time, sequence that is dictated by the crops being grown.
The member who makes a good farm worker has reasonable skill at various 
jobs all through the season rather that special, skill at one parti­
cular job. There will be some flexibility in labour use as between 
those who use bullocks and those who work by hand or between a tractor



driver and a worker of bullocks. But since neither tractor nor bullocks 

are used every day nor at all farm jobs, - the same is true for each 

type of farm vork - work specialisation 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 efficient 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 coopar<^tive farm must, 
as well as he can, adjust the work to be done to the skills and 
temperament 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-workers also are his joint employers, the manager must be 
concerned with catering to their work preferences and avoid hurting 
their feelings as well as to getting the farm work done well and on 
time. -i. high level of labour efficiency is difficult to achieve with 
such a labour force.

further, 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. J-'his fact limits 

his freedom to choose among enterprises and .to combine labour and 
capital most effectively for each enterprise. In effect, the member 
labour force to be employed is a fixed production fVictor. Thus he has 

two relatively fixed production factors; ths acreage of land being 
f-irmed and a large labour force to be utilised on a year-around basis.

In any farming operation the larger the proportion of fixed factors, 
the more difficult the management problem becomes in using resources 
effectively.

There are some gains, cf course, from the larger labour force.

The larger labour supply will make many projects possible that the small 

farmer cannot successfully undertake. The variety of labour skills 

available will provide the capable manager with opportunities which a 

small farmer does not have. However, these advantages do not automatically 
outweigh" the disadvantages.

Management Problem Three - Distribution of Net Income . .

The third problem 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 gain or loss) arises from 
the use of four types of resources; (l) the use of land and other fixed 
capital; (2) the application of human labour; (3 ) the use of operating 

capital (bullocks, machines, seed, fertilizer, irrigation water etc.) 
and (4.) the skill and thoroughness of management andi'.'supervision.

In practice, the amount of farm income derived-.from each of 
these cannot be determined exactly. But considerations of equity
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suggest that ths various claims to income should be reasonably 

closely related to the contribution made by each meitiber. In most 

farm cooperatives an effort is made to do so. Inherently, this is 
difficult and an exact determination impossible.

■‘■he 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 each member and the relative value of his skill. The simple 
method is to record the hours worked, some rate work done in other 

ways. 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 create 
friction among them.

- related policy problem is the question of hou much of the 

year's income should bo paid out to the membors whether in produce or 
money and how much should be "ploughed back into the farm busmess" 
to build up capital. Since nearly all farms including cooperative 

farms are short of working capital in their beginning years, this is 

an operating policy problem of the first order of importance. The 
larger the amount paid out, the higher will be the individual 

income and level of living of the members in the present but the slower 
will be the growth of the cooperative;farm as a progressive concern 
in the future. The 1-rger the amo.unt of income put back into the 
business to build for the future, the more the reverse will be true. 

Logically, this question must be decided by the members rather than the 
manager. But management will be handicapped unless this decision 
is made well in advance of annual planning. This is not likely to 
happen.

The individual f-..rra family is faced with this problem, too. For 

the most part, the members of i family find it easier to resolve 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 i-unong different families.

Responsibilities of M.anagement

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 cooperative would be no exception.

If  general policies are to be well-made in a cooperative, some 
one must carry on an active educational 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 alternatives th-.'.t might be chosen, and the advantages
and disadvantages of e^ch one. i'his provides them with a better basis
for maiking 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 famj
cooperative. It needs to be recognised that joint decision making
does not increase the wisdom of the decision makers, imd the small-farm
background of cooperative farm members will be a handicap rather than
an asset unless offset by a vigorous -and well-planned member education
programme.

Detailed operating management carried on within the framework 
of policy decisions'is the other aspect of management. This should be 
organised into three phases:-

1 . The farm plasaifsg phase,

2. The iJlan execution phase, and

3 . The analysis and appraisal of accomplishments.

■farm jilanning is concerned with looking ahead for a planning 
period, deciding in detail what will be done, how and when to do it 

and by viaom. On a cooperative farm, this vDuld be the joint 
responsibility of the m;inager and the managing committee. Ordinarily, 
it is better for the manager 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 he can, most likely he will be a supervisor rather 

than a real manager. In addition to the usual problems of farm 
planning, the special ones peculiar to cooperative.farms already have 
been discussed and need no further elaboration.

The manager should be responsible for decisions about current 

operations. The managing committee can provide guidance and 
counselling. 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 a 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 keep 
the manager in touch with operating problems that need 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 o'f useful accounts and records. These should be designed to be

ij In this part of the uorld, the term farm manager frequently refers to 

the person doing farm supervision rather than the one making decisions 

and seeing that they ^̂ re executed which is the main function of a manager.



as simple as possible provided, they sarve the purposes needed.

Double entry accounting is of little use,in farming. The kind of 

rocords kept should fit farming needs and tbs.'-policies of the 
cooperative. However, they should b^ suitable for an annual audit 

of assets, and liabilities and of income and expenses and provide 
the information needed so an aquitable distribution of income based 
on the policies of the particular cooperative can be carried out.

Principles of Management

The principles of management of cooperative farms basically aue 
no different.than that of other farms. The first requirement in 
good farm raamgement is to know clearly what is to bo accomplished 
given the conditions that prevail. Some of the special difficulties 

along this line inherent in cooperative faming' have been pointed out. 
The second requirement is to bring together as effective:a set-of 

farming resources as conditions permit and organise them into a 
logical farming operation. Usually, cooperative farms have better 
access to capit.al and production supplies than most small farms. But 
they must manage with a basic labour force that, was brought together 

with little regard for labour need.and utilise these workers as 
effectively as they can. cooperative farm s^iould have access to 

seasonal labour as well as other farmers in the area.

Cooperative farms should have better access to markets than 
mpst small farms both in buying and selling since special marketing 

skills cajn. be .developed and more transport likely.will be available.

This may permit developing, enterprises that are not readily asable b^ 

sm.'ill farmers. Being larger in size, may also widen the range of 
enterprises that can be considered.

Larger farms usually are -nvolved in a-considerable number of 

fixed costs and these are likely to be accentuated on cooperative farms. 

For example, these will b-e under some pressure to keep the main 
labour force employed on a year-round basis whether the work is 

remunerative or not. The need for paid manager, supervisors, accountants 
etc., are direct fixed costs which the small farmer does not incur.

If  decision making on the cooperative farm becomes time 
consuming in practice, this will act as a kind of hidden overhead cost 

th-it lowers efficiency and interferes with output. In other words, 
making the management function really effective is always difficult 
on the larger farm and especially so with the cooperative.

Since very little study has gone into the details of management 
problems on cooperative farms, not much is known about them. That, such 

problems'are plentiful is indicated by the general studies of coopera­
tive farms that have been made.
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Man.:igement Guidance .ond i^ssistance

A wide range of information needed by these who manage farms is 

readily available in most western countries. Ibis is much less true in 
most of -isia. .i.s indie-ted above, cooperative farms have a number of 

difficult management problems that are peculiar to coop3ratives in 
addition to the usual range of managerial problems shared by farms 

generally.

In the West also, educational assistance is generally available to 

those who m-nage farms if they want to avail themselves of it . To dite, 
this is much less true in this part of the world. A good deal of 
technical educational information is available in most countries.
However, details as to its.exact application in particular locations 
is not available. Information on the economic aspects of farm 

organis'ition md technology, so much needed by farm managers, is not 
much available at present. Thus, the educational needs of those 

who manage cooperative farms is yjt to be developed, generally speak­
ing. The quality of management will be handicapped in the 
meantime.

Lack of Human Development

Difficult management problems are seen to be inherent in 

cooperative fanning. 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 development of human ability among its farm people.
T.W. Schultz and others have pointed out that 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 a vital factor in economic development, a point 

thit seems fully valid in the firm sector.

It is difficult to see 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 himself and improve his management as well as his working 
skills in a well-organised agricultural society. This stimulation 

and assistance would, by the nature of the organisation be much less 
on the cooperative farm. Heroin may be its greatest long-run weakness.

Cooperation in Farming Operation

'<̂ hile there is a great deal of experience in cooper--tion with 

certain farming operations among individual farmers in many parts of

ij Schultz, T .W ., Investment in Human Capital, the -American iiconomic 
fteview, Vol 51, March 1961

-40-



-41-

the world, the kind of cooperation of this kind that would be 

effective on the small farms of ^sia is still to be developed.

Dr Otto Schiller has studied this type of cooperation on small fams 
in Germany and found it quite effective.

■ In view of the difficult management problems inherent in coopera­

tive farms for which no easy solutions are possible, cooper-ition among 

small farmers in farming operations suggests itself as an alternative 
that inherently has much to recommend i t . Such cooperative effort could 

be carried on by individual farmers in those ways vrtiere 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. Moreoever, for much of this type of effort, there would be no 

need to pool the use of land. That part of the capital and labour 
could be pooled that would gain substantially from the pooling and the 
part of the labour and capital that would not gain could be carried 

out by each farmer as he saw best.

This idea combines the benefits of cooperation where the gains are 
sufficient to justify cooperative efforts 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 farming along would do.

There seems no reason to think that this type of farm 
cooperation is unuorkable, it appears simply to be undeveloped. The

public assistance it would require would be as much or'more In the....
fields of research and education is that of financial assistance to 
the cooperative itself. However, some organisational and perhaps 
fin.mcial assistance would be needed, too.

The analysis of the management problems of cooperative farms does 

not lead one to be optimistic about their rapid adoption. The potential 

for other kinds of farm cooperation seems much brighter. However, 

much of the developanental work in farm cooperation that is particularly 
suited to iisian conditions remains to be'done.

S Schiller, Otto, Cooperation in Farming Operations - Some examples in 
Germany,-Yearbook of -'•gricultural Cooperation, 1959, Basil Blackwell, 
Oxford, 1959.
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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 soxind system of financing both 

for production and marketing.

2. Although the requirement of rural credit in the: coiontry is 

-difficult to estimate, there is no doubt that it is being met very 

inadequately at present. In studies conducted by the Socio-Economic 
Research Board of the Dacca University ih 1956 and by the Socio- 

Economic Research Project, Punjab University in 1955 it was shown that 
professional mohey-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 0.39 to 1.41 per cent of the .credit in

the four subdivisions surveyed. In the Punjab where the cooperative 

are-better organised, they provided 14-̂ 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 Enquiry 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 East Pakistan. 

1956. p .57.

3. Socio-Economic Research Project, Punjab University - Agricultural 

Credit Enquiry in Six Villages of Lahore District, as quoted in 

the Credit Enquiry Commission Report. 1959. p .7



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 the Dacca 

University rural credit survey was made institutional' 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, I960 - 62.

___________________________________ ^ ________ (Million R s .)__________

Agencies Amount of loan

1960-61 1961-62

Government S .5 25.0

Cooperatives 38.1 , ' 40.0

Agricultural Development Bank^ 37.6 4 0 .0 (approximate)
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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 capital of cooperative banks and are also 
giving loans to them.

3. Sb far as the terms of lending are concerned the Dacca University 

survey revealed that non-monetary forms of interest predominate over 

monetary forms of interest, at any rate in East Pakistan. Although 

the non-monetary forms of iiiterest 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 - I960 Pakistan Census of Agriculture, Vol.I. Final 

Report - East Pakistan, October 1962,- Tables 34 - 38.

5. Previous to February, 196.1 two separate credit agencies existed, 

viz. the Agricultural Bank and the Agricultural Development 
Finance Corporation. These two organisations were merged into 

one, the Agricultural Development’ Bank in February,'1961.■ ■

6. Dacca University Socio-Economic Research Board - op. eit.-, Ch. VII. 

The, various non-monetary forms of interest are : payment of 

interest in terms of a- pre-determined amount of paddy in addition 

to the principal, transferral of the use of land from 'borrower
to the lender commitment by borrower to sell crop to lender etc.
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circumvent tho Muslim religious taboo against interest taking, the 

monotary equivalents 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  ̂ another disquieting finding of the Dacca

University survey that only a small part of the total loan taken was 

utilised for meeting productive expenditure. For example only 9 to 

13 per cent of tho loan was :spant for meeting current expenses of 

farming i .e . purchase of seeds and fertilizers, hire of labour, 
equipment, payment of rent etc. 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 etc. 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.® In other words whatever small amount of credit was 
available was used not for farm operation or increasing farm 

productivity but for consumption purposes.

4. The structure of agriculture in Pakistan particularly in the 
eastern 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 needed not only for current 

production, but also for improvement of farm, for helping in 

marketing and at times providi-ng 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 

cooperative 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 expansion in the size and scope of 

the cooperative programme. ................

7. Ibid.

8. Ib id ., Ch.VI and Appendix-B, Tables 24(a)-(d).



IHE 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 ’,ri-th the Cooperative Societies Act of 1904 and the movement 
expanded rapidly. The Goopei’ative Societies Act II of 1912 also 

introduced a three-tier system in the cooperative movement : (a) Pri­

mary Societies at the basej (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 collapse of the movement 
Due to the precipitate fall of agricultural prices and the wholesale 

defaults of members of the societies, cooperative banks and societies 

were in great difficulty and special debt legislation introduced 
by the Provincial Governments failed to ease 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 Second 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 Independence 9 .

6 . At the time of Independence the cooperative movement was in a 

moribiind condition. On paper there were as many-as 36,000 agri­

cultural credit societies in the country (of which 27,000 were in 
East 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 play an 
important role in the finance of trade and commerce.lO ihese 

activities have continued 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 V/est Pakistan. The partitions produced little Impact on 
the societies in East Pakistan. The East Pakistan Provincial 

Cooperative Bank was established in 194S as the apex bank for the 

cooperatives in that wing, with 83 Central Banks as its members. A 
majority of these banks were riinning 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 piromoted 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 present 

and following sections of this paper are based on this study.

-45-

10. Ibid.



A Union Multipurpose Society has its area of operation extending to 
the boundarias 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 of consumer goods. The vast majority of these multipurpose 

societies have limited liability.

7. The trand in the loan operations of the agricultural credit 

societies is given in the following tablel-X*

(Hundred thousands rupees)

-4.6-

1948 - /9 1955 - 56 1959 - 60

East
Pak.

"West

Pak.
Total

East

Pak.

East

Pak.

Loans 
advanced 
during 

the year

19*89 70.12 90.01 12.08 262.99 275.07 277.23 530.54 807.77

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 146.24 66.37 222.61 72.59 98.07 170.66 55 .2J_ 153.37 208.60

Percentage 

of overdue 
to out­

standing 11% 26% . 50% 18% 21% -'33̂ 11% 2U% 21%

Average out­

standing 
loan per 

■society 688 2,781 1,206 1,433 3,/|/|/, 2,665 8,300 5,712 6,364

Average out­
standing 

loan per 

member 24 100 43 15 1 08 ' -48 ■■■ 42... 156 83

The table shows that lending operations of the socisties have expanded 

considerably in both wings of the country since. 1948-49. compared
with Rs.27.5 million advanced in 1955-56,- Rs.80.7 million was advanced 
in 1959-60. This amount is, however, lovr considering the average 
advance per society and per member. Thanks to the liquidation^of old 

societies the percentage of overdue to outstanding in.East Pakistan 
was only \1% in 1959-60-. The considerable e x p a n s i o n  of the loans of

11. Ibid. . p .4.9.
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the socioties 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 societies. This, however, is no evidence that the 

societies, particularly in East Pakistan, are really on a sound 

footing. The matter would require further examination.

WORKING OF THE COOPERATIVES

8. Most of the official reports provide an indequate and some­

times misleading explanation of the reasons for the- poor performance 

of ,the Cooperatives, particularly in East Pakistan, where their 
failure has been very pronounced. However, there are enough facts 
available from published and unpublished sources which make it 

possible to arrive at certain broadly acceptable conclusions.^^ One 

striking fact that emerges from an examination of the available data 

is that the Cooperatives in East Pakistan have failed to encourage 

thrift and m.obilise rural savings to any appreciable extent. Before 

the reorganisation of the cooperatives in the 1950's few people 

cared to buy shares of cooperatives or deposit their savings in a 

cooperative. 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 society was usually a total and 

definite loss. The same was true of deposits. With recurring 

losses and piling of bad debts in tho societies a depositor stood

to lose not only the interest due 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'shovm against new members 
who joined merely to secure a loan. Thus the cooperative movement in 

East Pakistan was deprived of what should have been its major source 

of finance, v iz ., rural savings.

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

Provinces No.of Mem- 

Socie ber 

ties ship

Working 

capital 
in thou­

sands Rs.

Average. 'Working. Capital 

Per Per

Society Member

West Pakistan 11,871 4,3^,327 86,300 7,260 198

East Pakistan .4,000 7,83,052 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, v iz ., 

Messrs.A.H, Ballendux and R.A. Harper who submitted a report to 

the Government of East Pakistan several years ago. Unfortunately, 

this report is not published for general use.

13. State Bank of Pakistan - Agricultural.Credit in Pakistan.1962. p.A8.



The table indicates that how poor are the resources of the Coopera­

tives particularly in East Pakist?.n. Unless the cooperatives own 
resources can be greatly increased they would never be able to stand 

on their own feet.

10. The following table which shows the composition of the working 

capital of the Societies in 1959-60 is also revealing .^
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Items
Percentage to Working Capital

West Pakistan East Pakistan

Paid-up capital 12.69 15.78

Reserves 21.49 3.69

Total owned funds 35.35 19.48

Deposits 17.10 1.91

Borrowings 48.70 78. 5 9 '

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.Pakistan and 

19.4-8 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 societies 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 followsl5 ;

(Hundred thousand Rupees)

Profit for the year East Pakistan West Pakistan

1948-49 -7.14 +1. so ­

1955-56 +0.24 ts . 41

1959-60 +3.15 +16.41

14. I b i d . , p .46

15. I b i d . . p .47



The table shows that the 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 to bo desired so that one cannot be 

certain i f  the profits are not exaggerated. However, considering 

thu extent of the increase of the loan operations of the societies 

profits are undoubtedly small.

REASONS FOR THS FAILURE OF COOPERATIVES

12. One of the main reasons for the wholesale failure of the co­

operatives in East 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 fanners are at the subsistence level and 

often operate on a deficit basis, even v.'hen a loan is productively 
used, there is a tendency on their,part to divert the entire output 

towards' personal consumption 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 societies among persons with no 

means at all instead of organising persons of moderate means. I f  
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 ensured. 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 debtor comes to pay his dues. By tho 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= Previously loans

were given against security of crops or on personal security. After

■ the bitter experience of non-repaymont gained by the cooperatives, 
loans are currently given in East Pakistan against the security of 

immovable property to the extent of 15% 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 is knoi-.n as the "Certificate" 
procedure* However, societies are generally reluctant to invoke 

these provisions for the recovery of overdues,

5

13. It has been rightly pointed out by nearly all commissions and 

committees formed to study the problem,s of cooperation that the 

failure of the movement has been in a large measure due to a lack of 
training and education in cooperative principles and an absence of 

leadership within the movement. Primary societies have generally 

been managed by untrained honorary staff. Even in the reorganised 
multipurpose societies in East Pakistan most of which employ paid 

Secretaries, 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 levels. The State Bank of Pakistan in a recently- 

published "Action Plan" for East Pakistan has drawn up a comprehen­

sive programme of training of co.operative workers and adequate 

staffing of cooperatives at all levels by suggesting the establishment 
of two specialised services for the cooperatives.

14. Although we have devoted our attention so far to the primary 

cooperative societies, because these are mainly concerned v;ith the 

subject matter of our discussion, v iz ., supervised credit, the 

organisation at the higher level, v iz .. Central Banks and the 
apex Bank have also important roles to play. The position of the 

Central Banks also leave, much to be desired.

The following table^"^ shows the position of the Cooperative 
Central Banks. Their funds of which a part comes from the 
Government are small compared to their outside liabilities.
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Central Coooerative Banks in East Pakistan

(Hundred thousand rupees)

1948 - A9 1955 - 56 1959 - 6(

Paid-up Capital 46.38 46.25 30.28

Reserves 124. u ■108.72 ' 19*01

Total owned funds 170.52 154.97 49.29

Deposits 116.03 116.90 . 46.80

Borrowings 121.28 106.68 249.57

Total outside liabili­

ties 237.31 223.58 296.37

Ratio of ovmed 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 . ■ 179.41 \ 100.37 .288.03

The position appears more favourable than it actually is 
because the drastic rediictinn in deposit in 1959-60...as compared to 

1955-56 has been due mainly to .the exclusion from the books of 

Central Cooperative Banks of deposits of persons reaiding outside 
Pakistan. Overdues in 1959-60 amounted to Rs .505 .million which 

amount to 111 per cent of the owned funds and 19 per cent of the 

total advances. The bad and doubtful debts constituted I6 per cent

16. State Bank of Pakistan - Action Plan for the Development of the 

Cooperatives and Cooperative Training in .East Pakistan. 1962.

17. Ib id .. pp .59-61.
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of ovmed 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.1,35jOOO in 1959-60. This, hov;ever, does not reflect the 

true position of the banks as almost all the Central Banks are 

managed by the Cooperative Department of the East Pakistan Govern­

ment and their salaries continue to be paid by the Government. The 

position of the apex Bank in iCast Pakistan, v i z . , the East Pakistan 

Provincial Cooperative Bank is no better, iilthough the Bank has 
considerably expanded its loan operation in support of the policy 

of the Government the ratio of its owned funds to outside liabilities 

(deposits and borrowings) amount to 1 : 6. Inspite of the consi­
derable financial and administrative support given by the Government 

the Bank has not been m.aking any profit in recent years. In the 
year 1959-60 the Bank actually made a loss of Rs .1 9 5 , 0 0 0 . Every 
year the Bank finds it difficult to repay the advances it receives 

from State Bank to the Cooperatives as short 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 : A RECMT EXPERIMKNT

15; The brief account given above indicates that although the 

cooperative movement in East Pakistan has been revamped in recent 

years and much effort is currently 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

organised set up is supposed to place a major emphasis on supervised 
credit, in practice very little is being done in this direction. A 

significant development has however been taking place in a region 

of East Pakistan, v iz ., Comilla over the last three 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 brief period it has 

been in operation, appears to be a development with enormous 
possibilities. 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 achieved so far and point out how 

far the lessons derived from the experiment provide guidelines for 

a healthy development of the cooperative movement in East Pakistan.

16. The Comilla cooperative experiment was undertaken by the 

Pakistan Academy for Village Development, Comilla under the dynamic 

leadership of its Director, Mr. iikhter Hameed Khan. It is detailed 
in three annual reports on the experiment issued so far and also 
features in the Academymonthly and. annual reports.^9 These sources 

have been drawn on freely in the following description and analysis.
It appears that the main difference between the Comilla approach and 

that of the Provincial Government was that v/hile 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 Comilla Thana. Second Annual 
, Report. July, 1962,* Akhter Hameed Khan and M.Z. Hussain - A New 

Rural Cooperative System for Comilla Thana; Third Annual Report. 
July, 1963; Pakistan Academy for Rural Development - 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.

IHE BASIC PROBLM MD  SOLUTION

17. A study of the niral economic situation at Comilla revealed 

that the peasants were struggling with small holdings and that all

■ the land 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 lift pumps 
could raise the water from the rivers or large bore -tube-wells.. 

could secure the water and provide irrigation to the -fields in 
winter enablirig farmers to raise an additional crop. However, if  

water wars to b© ^lad ‘to each plot it was obvious that only a 

cooperatiye 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 ruled out.

Instead it was decided to "Leave the fields along and get people 

to cooperated 'which eventually was expected to achieve the same 
objective.20 a close study of other agricultural problems led to the 

conclusion that a cooperative system could increase production and 
income in the Thana.^^ For successful cooperation 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 pooled. The Co­
operative would make 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 the-village■people. The solution, it was felt, 

"was to ..organise a central cooperative organisation with efficient 

management and spund business skill, and then to facilitate its
operations with small.......... ......v illage  groups."23 A village

primaiy. interest group might operate informally in ttie beginning 

blit woiild be formed into a cooperative society before long. This 
' Comilla type of cooperation is , however, cofnpletely different 

from the traditional type of primary aooperative society in this 
part of the country which has failed so dismally, first, the

20. H.W. Fairchild and M. Z. Hussain - op. cit. p .11.

21. The Comilla experiment is limited to the Comilla Thana, which is 

an administrative area composed of 13 Unions (excluding the town 
area) and -covers an area of roughly 107 ST«.are miles. The 

population in the Thana including the urban area,in the last 
census (l96l) was 217,646.

22. H.W. Fairchild and M.Z. Hussain - o p .c it .. p,12.

23. Ib id .. p .12. .



business affairs of the village cooperatives 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 were set-up in the Comilla 

experiment. One was the Central Cooperative Association and the 

other was the Thana training centre where the organisers 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 

cooperatives cannot succeed. The Centre provides training to . 

selected members of the village cooperatives, v iz ., the' organiser 
. in the art of management and planning, the accountant, the progressive 

.farmer and the machine operator. These persons attend classes only 

once a week but they are required to attend week after week, month 
after month, year after year.. The Theina training centre also 

provides demonstration of improved practices not only at the centre 
but also supervises demonstration over a large number of villages.

Over the last year and a half the scope of work of the Thana training 

centre has been greatly enlarged. :

THE ROLE 0? THE SUPERVISOR

20. A central figure in the Comilla project is the organiser. "He
is the democratically elected manager of the village society, who 

teaches his village neighbour new social and economic moaes the 

tedious tasks of combined planning, pooling of capital, joint marke­
ting and shared use of machines................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. Evidently, it is an arduous job 

which requires strength of character and a broad viewj also if  
properly performed, it consumes most of his time."24- Originally, 

it was hoped that the organisers woû -d be paid by the societies. As 
this did not materialise, the Central Association has now decided to 

pay a small remuneration to' thfe organisers plus a commission of 1% 
on loans collected by them. As the volume of work of the organisers 

grows the organisers would" pr ■>bably have to be specialised whole­

time employees and fully remunerated for their work-
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21. ii striking,.point of difference' between the Comilla type of 

cooperative and the ones which we had known previously is that 
before a cooperative could be accepted as an Academy pilot co­

operative it had to fulfil a set- of ten fairly stringent conditions.

It has an obligation (i) to organise itself and later Become a 

registered’ cooperative -society, (ii) hold regular weekly meetings 

of members, (ii i )  select an organiser and send him to the Academy 

once a week for training, (iv) keep 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 Association, (x) hold regular member education

24.. Akhter Hameed Khan and M.Z. Hussain, op. c it ., p .17.



discussion. Inspite of these conditions and inspite of the fact that 

a society had to pass through a trial period before it was accepted, 
a few societies were organised and included in the pilot project.

In the first year and a half, 4-6 primary village cooperatives were 
organised with a total membership of more than two - thousand. 
Currently, the number of cooperatives has increased to I 31 with a 

total membership of nearly 4)500. Of these 131 societies, 112 are 

agricultural and 19 are non-agricultural societies.

TH3 CENIKAL COOPERATIVE .iSSOCIiiTION

22. The Central Cooperative Association 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 (i i i )  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 Association to the primary co­

operatives consists of (1 ) the Project Director (2) the Deputy 

Project 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. Kowever, 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 Academy. 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 tho Central Association be 

able to operate a large business successfully rather than be 

managed ’on a democratic basis. As time goes on there will be a 

case for more representation in the Managing Committee of the 
primary societies.25

23. Supervision and control of the member cooperatives is effected 

chiefly through the Field Supervision Section. Tho actual super­

vision is dons by persons designated &s ''Inspectors", v^o 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 taking classes for 

the organisers and supervisors, discuss practical problems with them 
and 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. He continues to serve as 

the organiser of his own 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 o r g a n i s e r .

24. One' of the important achievements of the Central Association in 

Comilla has been the maintenance of proper records both for itself 
and for the member cooperatives. Attempts to maintain proper records

25. H.W. Fairchild - o p .c it ., pp.24-26.

26. Ib id .. pp.27-28.

-54-



6  > H 3 J —

C 2 - '3 -  K  f t
/  -55-

and accounts at the village level have proved unsuccessful because of 

a lack of trained accountant in the villages who could be paid 

adequately out of the so c ie t ies ' resources. Records and accounts are 

now maintained at the Central Association by an accountant hired by 
the dissociation for each five village cooperatives. These accountants 

are also trained by the association in weakly classes. The organiser 

in the Primary Cooperative keeps simple records of receipts and 
expenditures. Each week 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 cooperatives and ^f the Central Association.

THE AGRICULTURAL EXTENSION WORKER

25. Apart from the organiser another key 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 methods. He 

attends classes pnce a week at the Thana Training Centre and under 
the expanded programme of training gets training in Agronomy, Plant 

Protection, Fisheries and linimal Husbandry, /in 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 itaon crop in 1962, a survey revealed that more than 

1500 cooperative members had adopted the improved methods and 

increased their yields by more than 50 per cent as compared with 
previous year.27

27. In the 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 membfer 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 programme by recruiting 
them as teachers in the village school and the adult education 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 train them as teachers of 
literacy and also to assist them to improve their theological and 

general knowledge, By J-une 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 

sponsored by the Department of Education to achieve the same objective 
could not be fully implemented so far due to financial difficulties.

27. /ikhter Hameed Khan and M.Z. Hussain - op. cit. , p .18.

28. Ib id ., pp. 18-19.



28. Last to be brought into the picture were the woruGn as due to the 

conservative outlook of the people one had to move rather cautiously 

in this direction. Sven now the programme is confined to 1^ villages 
only. However, the response has been most encouraging. To quote the 

repoit of the experiment "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 hygiene, or kitchen gardening or care of children,cattle 

or poultry. Most unexpected is their deep interest 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 development 
which is at present lying dormant and is being wasted.

29. In 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 poor financial resources and were merely' 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 Gomilla experiment. In 
1.961-62- the Central Association decided to take up banking functions. 
It became the banker to the cooperative societies and the societies

, 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 dissociation .Headquarters, 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 v/as largely 

influenced by the soiind business practices which the Central Associa­

tion had been able to inculcate in the cooperatives and as a result 

the exceptionally good recovery record for the cooperatives which 

was established. This point ’,^11 be discussed further in a subse­
quent section.

30. The cooperatives in the past were never able to promote thrift. 

The members never made any deposits. It is obvious that without 
deposits 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 tried 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 

ensured by effective supervision. The organiser working through the 
weekly village meetings became an effective agency for -promoting 
understanding a^ well as practice of thrift. The organiser collec­

ted the thrift deposits regularly and helped in preparing the produc­

tion plan. The production plan 2ind the growth of the society's 
deposits were examined by the Central Association who fixed a loan 

ceiling. The main criteria of credit-\'jorthiness 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 to the society.
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savings

31. So great is the emphasis on regular savings in the Comilla 

Project that before a socicty is registered and becomes eligible for 
loan from the Central iissociation it is kept on probation for a 
period of four to six months, during which period it must show the 

growth of a satisfactory volume of deposits. Due to this requirement 
every member saves a little in cash every week and also in kind 

after harvest. Each society has fixed a minimum limit of saving for 

its members. I f  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 meeting and deposits it with 

the organiser. Each member has a pass book and each 'transaction is 

recorded in it. When the supervisor has collected the savings"of 

the members he deposits the amount in the Bank of the Central Associa­

tion when he comes to attend the weekly meeting. Each 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 Project Director. The accounts of the 

societies are written up and checked weekly by the accountant of the 

Central Association, each of whom has charge of five societies. The 

primary records v iz ., of receipts, payments and the vouchers are 
maintained by the organiser who passes them on to the accountant. The 

closing balance of each member is also announced in the weekly meeting. 

The Inspector who visits the societies from time to time also checks 
the account when he visits. These checks are quite effective and 
possibility of misappropriation is slight.

Three per cent interest rate on deposits is allowed. Although 

withdrawal is permissible, this must be justified in a weekly meeting?*^

32.' In-kind Savings : The members are also encouraged 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 (known as gola) for their own use.
The villagers were at first reluctant to deposit their paddy in 
the cooperative gola but when they realised the value of storage the 

idea caught on. Paddy deposits, against which 60% of the value is 

given as a loan, generally bring a good margin of profit] The 

difference in price at harvest time of the principal crop viz. 

December-January and at- about the middle of the year often 

exceeds 40%. ^

But the importance 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 cooperative itself. "The money from the individual 

sales of grain used to be spent mostly for consumption items. The
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sale of grain from coop0rative gola. in contrast goes in large part 
into productive investment. The gola is the guidance system which 
puts investment into orbit within the v i l l a g e . " 3 1  i n  the year

1961-62 a total of 3228 maunds of paddy and 5^2 maunds of rice were 

stored in golas by 28 societies' which previously stored hardly anything 
on a cooperative basis. The 'total value of thie gran was Rs.70,000.

CAPITAL STOCK & RESaiVE RJND

33. The Comilla Central association has 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. Second, 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. And 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 economy like that in Comilla Thana where there are 

various types of production risks including risks from natural 
disasters it was felt quite early that the village societies must 

build up sufficient reserve funds as hedge against these risks. An 
adequate reserve fund might make it possible to reduce interest 
charges which normally must cover all risks. The rules for the 

cooperatives therefore laid doijn that "each loan given shall be 
secured by the reserve f-und of the member cooperative. I f  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 Association 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 reserve fund account equal to 25% of the 
value of the outstanding loans plus loans currently being applied 
for from the Association."33

34. These measures have led to a steady acciamulation 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. 14-7,34-1 for agricultural 
and Rs .83,262 for non-agricultural societies. After withdrawals the 

balance was Rs.69,525 and Rs.L4,653 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. - o '̂. cit. , p. 37.,

32. H.W. Fairchild and M.Z. Hussain - op. cit. , p .39. . : .

33. Ibid. ........ ’

34-. ilkhter Hameed Khan and M.Z. Hussain - 'op. cit. . p .23.
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Thare are soveral 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 of putting it in depos'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 surprised many is the very large expansion 

in the personal accounts of the villagers which has taken place in 

the commercial bank iN/hich 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 increase as the primary societies become solvent, pay off 
their old debts and increase productivity.35

GIVING SUPERVIS;® LOANS : THE VARIOUS STiSPS

35. The pr'~'vision of loans' to cooperative members under expert 
guidance is probably the most important feature of the Comilla 

programme. In order that the ^oan operations really contribute to 

the objective aimed at, v iz ., modernisation of the rural economy and 

are not dissipated on useless purposes, as was the rule with coopera­

tives in the past, an elaborate system of loan application, loan 

approval and loan supervision has been worked out.

The first step in the administration of supervised loan in 

Comilla is the fixation of a maximum loan limit for the society.
As this is a most vital decision, it is taken by the Managing 

Committee of the Central Association. In fixing the limit a number 

of factors are taken into account, v iz ., deposits of society, 

productive capacity, previous loan repayment record and such 

intangibles as '‘Cooperative spirit" or ability 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 thQ'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 idea is to stress the planning 

process itself as a valuable training for the members. The idea of 
planning is well stated in the words "Finding out what you have, 

finding out what you want, and then figuring out how to get from 

where you are to where you are trying 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-. A group planning session, is often a lively and,

35. Ib id .. pp.5'5-56'. ' ' ' . .

36. H.W. Fairchild and M. Z. Hussain - op. cit. , p. 4-0.
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prolonged meoting. All necessary data are marshalled, objectives 

clarified, the means to be aidopted 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 ready for transmission 

to the Central Association. The plans dravm up by the primary 

cooperative societies may not be particularly . sophisticated. How­

ever, they contain simple, practical ideas and accomplish the 

pijxpose which thoy are supposed to achieve. They lead the farmers 

to consider their farms as a business enterprise 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 they are satisfied, 
they help the organiser in drawing up a loan application' in proper 

form. After it  is drawn up it is submitted together with the 

production plan to the Central Association.

After the loan application is received by the Association, it 

is formally examined by the Inspector and the Thana Agriculture 
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 tiie society 

gets its loan it does not get it in cash. The cheque is deposited 

wdth account of the society which is operated by the Organiser and 
the Deputy Project Director joiatly. Each time the society needs 

money to carry out its production plan, it  has to prove to the 
Inspector 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 pl&n. 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, etc. The procedure ensures continuous planning.38

The Central Association does not pay ready cash as far as 

possible. The Association makes bulk purchases of fertilizers, seed 
etc. and arranges direct payment from the account of the siciety*

Apart from making available the requisites to the societies at low 

cost, this provides a check on the society'’s expenditure. The ■ 
^pervisors and the Inspectors also check the implementation of the 

plan from time to time.

REPAYMENT

39. Efficient collection of loan is one of the most fundamental 

factors in the success of a Cooperative. What distinguishes the

37. Ib id .. Dj.j^O-q.

38. Ib id .. p ,42.
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Comilla system of supervised credit with that of the older type of 

societies is the exceptionally high repayment record for the Comilla 
societies. Collection of loan is the major responsibility of -Uie 

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, i f  any, 

goes to the society which credits the members in proportidri to their 

crop deposits.

In the year ended June 1963> loans totalling Rs,177,875 had 

been issued to the societies. Of this, Rs.l60,275 had been re-aiised 

by June. Against the totals due, there was crop deposit the market 
value of which comss to Rs.28-,000.39

Although the interest rates charged were generally 12% per 

annum, this was a small price to pay considering that’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 loans 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 agreement 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.

LO/iNS OTHER THAN FOR PRODUCTION

41. The Comilla programme of supervised credit not only covers 
production loans but also loans for a niimber of other purposes.

Ihese 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 an-d rice, loan for marketing 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. Ib id ..p .58.

40. H.W. Fairchild and M.Z. Hussain - o p .c it ., p .43.



with the stipulation that they return 1^ mis, 'f  paddy at harvest 

time for each maunl of paddy borrowed. Now the Central dissociation 

advances the grain during the critical period, the amount to be 

returned is 1 -1/8 maund of paddy.for each maund borrowed. Not only 

this confers an enormous benefit on the farmers, it enables the 

Association to build up a stock, for future loans. Grain loans 

totalling 1060 maunds of paddy, 4.04- maunds of rice and 86 maunds of 
wheat were made to 39 Cooperatives so far which become due for 

repayment after the '̂imon (winter) harvest. Repayments have been 
100 per cent.4-1 Loans are also given to cooperatives for buying 

milch cows for 'dairying by members. Repayment is made in monthly 

instalments over 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 

Jtine, 1963, the balance being realised in re^^lar instalments,

42, Initxally, the Comilla Project confined itself to short-term 

loans only arid mainly for productive purposes. Many societies'' 
members who have had land mortaged to money-lenders were anxious to 

borrow from the association to redeem their lands. As they have 
had to pay an extortinate rate of interest (often in kind) on their 

old.loans, it often took up a large part of their surplus. At first 
the Association did not consider it to be safe to invest money for 

liquidation of old 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 iissociation gained an intimate knowledge of the 

old societies, it was decided this year to give loans to registered 
societies to the extent of 50% of their loan limit for the release

of land. This is a medium term loan to be repaid in 3 years usually
in annual instalments after each harvest. So far an amount of 

Rs.60,270 has been given as loan to 26 societies.^

4-3. A cooperative society must have a gola or a grain store house.
This helps in’ the collection of loan in kind. Members also want to -

build up a stock to serve as collateral for loan. People also want 

to deposit their savings in grain in the society ̂ s frola for sale 
when the price rises. In the absence of the cooperatives, men of 

small means were unable to afford their own storage. Now the 
society's godown meets this essential need. The society, however, 

needs funds for the construction of the god owns. This is provided 

by the Central Association 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.6,325 have been^ 

advanced to 3 societies for this purpose. The societies remain 
responsible for the care and custody of the godowns and loss due 
to pilferage in handling has been negligible.^3
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4^. Loans for instaJJLation of tubewells made by the Central Associa­

tion to the cooperatives have also fulfilled a felt need. These are 

mainly drinking water tubewells for which the iissociation gives 

medium-term loans to be repaid in 3 years. Much more apMtious is 
, the Comilla Programme for installation of wide-bore tubewells for 

irrigation purpo.seS, Although marked success have been achieved in 
installing these 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 
installed 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 meets his farm expenses out of his income. Workers 
are paid in grain 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 to sell grain at harvest time. This 

brings down the prices.precipitately. However, when he is a 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 sold 
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.-4-5

46. Marketing : Marketing has been considered an integral part of 
the Comilla cooperative programme. It is obvious that while 

cooperative credit and improved 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 quality.

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 functions are : "(a ) to 

study market price and provide marketing information to the .co­

operatives (b) to find out the best possible market and organise 
sale of members produce 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 (d) ultimately to link marlceting
with credit."46 . '

44.. Ib id ., p.. 59-60.- 

-̂ 5. Ibid.
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By collecting market information the Central Association has 

been able to get the best passible 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 guaranteed by the cooperative societies. These 
loans are also mostly disbursed in kind in the form of goods 

supplied to the stores by the Central Association.

Ul. Loans for Purchase of Machinery : The Central Association

maintains a pool 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 

seasonal use, and each society is furnished with a list of the ‘ . 

hire charge rates. The charges are realised in advance.

Although tractors and power pumps have been in use for some 
time, their'adoption has not grown to the extent it was anticipated. 
This has been duo 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 been able to raise two crops 

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 of tractors and pumps. Surface 
irrigation proved inadequate because of inadequate supply of . . 

surface water and wide-bore tubewells which may solve the problem 

are at present being installed. Although the Central association 

maintains a machine repair , shop the facilities need to be considera­

bly improved. It is the policy now to encourage the societies to 
buy pumps and loans will be made available for the purpose.4-7 

There is no 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 increase rapidly.

4.8 , The works programme : The above description of the Comilla

project tells only part of 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-structures.'

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

the previous year. The Thana Council i .e .  the Thana unit of local
self-government set up un.J«r the present constitution through the 

union councils prepared a 3 year plan to control the flood by 

deepening khals, building dyk'at ^ 'd  regulators, and to link villages
with main roads and markets.'. Use Government'made- a 'gratit of -....

Rs.3S7yOOO/- for the year;1962-63. ’ 'llie ' first phase bf ' the programme

47. Ib id ., p .61 & Ch.nv. ■



was successfully completed. It was a triumph the ability of the 

Civil administration to mobilise villagers through the union councils 

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 tho traffic o f  trucks, cart and rickshaws. The. 

deeper drainage channel's 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 all levels 
connected with rural development.

It has been rightly pointed out that the impact of the works 

Programme was.two-fold : it protected agriculture and it provided 

employment to labourers. The cooperatives reaped 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 VJorks l^rogramme in future is enormous. 
The system of roads and drainage needs to be greatly strengthened. 

Every village needs a continuing source of irrigation water and 

cheap power, ^ilready agencies like the Water and Power Development 
Authority and planning projects which will bring irrigation water 

and electricity to several hundred villages. Two million rupees 

have been allocated to the ComAlla project area for the 1963-64- 
programme which will make it possible to execute a far larger 
programme last year.

4.9 . Conclusion :

The experiment in Gomilla is nearly three years old. The 
experience of this brief period makes it imposaible to predict the 

future course of development of this project \d.th complete confidence. 

However, enough results are visible to adopt an attitude of guarded 
optimism vath regard to the experiment. We can venture certain , 

broad 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 th'^roughly disreputable performance 

of cooperatives in the past, the least successful of the cooperatives 

at Comilla should be considere;] successful. The Comilla Central 

Cooperative Association and its member cooperatives are now self 
supporting institutions. They do not cost the taxpayers 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 devel '̂prnent cannot possibly be estimated in 

monetary terms.

The cooperative project in Comilla has been successful not 

merely because a,major emphasis has been placed on supervised 

credit, but because it is part of a comprehensive programme of rural’

4.8. Ib id .. pp. 1 2 .13. Also, Pakistan Academy for Rural Development - 

Evaluation of the Rural Publb Works Programme. East Pakistan, 

1962-63.
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developraent. This programme, as the Director of the Pakistan Academy 
for Rural Development points out includes not only modernisation of 

agriculture, but improvement of local 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 introduce improved paddy culture by means 

of supervised field demonstrations. The cooperative experiment is 

supported by, and in its town supplies a strong basis for, the ■ >ther 

development projects. In isolation its success might well be not 

only more limited but more doubtful."49

The concepts underlying the integrated approach in Gomilla 

are as follows :

"(a ) Rural administration ensures roads and drainage;

(b) This encourages village cooperative and agricultural 

improvement;

(c) Village cooperatives ensure 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;

(e) The Central Asiiociation assists in generating capital and 
increasing production through credit based on production 

plans, and through training and servicing, and so opens 

up new avenues for investment in improved methods of 
farming;

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

(g) Village cooperatives become a good media for diffusion of new 
ideas and methods,"50

The Comilla experiment will in the near future be tried in three 

other Thanas. The results of the ex^jeriment 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 
personality of the present Director of the Academy or to the soundness 

and practicability of the underlying concepts. I f  it is the latter 

WG may expect a general sxjjansion of the programme to cover the whole 
of East Pakistan and possibly the whole of the country. The effect 

of such a programme would be inestimable from the standpoint of 

rural as well as the general.social and economic development of the 
country.

49. Akhter Hameed Khan - Progress Report on the Comilla Cooperative 

Pro.iect, June 1962, p .4.

50. Pakistan Academy for Rural Development - Fourth Annual Report,

June 1962 - May 1963, p .85.
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Fi\RM PLANNING AND EXTENSION TECHNIQUES. IN THE 

COOPERATIVE CREDIT PROGRAMME

C. Saranaga

INTRODUCTION

ii supervised credit programme aimed at solving 
problems of small and medium farmers will beccne more 
effective i f  it  is. implernented through soxind cooperative organisa­

tions, in particular multipurpose cooperatives (credit, marketing 

and supply). The principal tools utilized in supervised credit are 

farm planning and continuous 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 based 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 ORGANISATION

, In order to, ensure their effectiveness and soundness, the 

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 societies should embrace as many farmer-members as possi­
ble in a given agricultural marketing and geographic area, considering 

primarily membership contact and other common factors. 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 sl^ould be properly set up among small and medium farmers 

in areas where opportunities 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, resettlement 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.

U» The^ 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 outside financial 

assistance,

5. Such cooperatives would have to be of limited liabilityj, 
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 cooperatives 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 as a medium 

through which mutual control for credit supervision and punctual 

repayment of loans is exercised,. In each group, there should be

a group leader annually elected by the group members,

FARM PLMNING

Farm planning involves : analysis of the resources, determining 
productive capacity, testing of alternative enterprises and practices, 

determining the amount of credit required for introducing the 
improved practices and a realistic schedule of 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 mnch money is needed for what purposes, and finally, how the 

loan will be repaid.

Once the plan is drawn up 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.1

The purpose of farm planning is:

1 . to provide a basis for analyzing the adequacy of the farm 
family 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 assxire a successful farm 

enterprise.

3 . In ■ ' developing the farm plan, the family and the field 

supervisor will make an estimate of 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.
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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'̂  bo reasonably sure of 
being able to pay its debts.

U. Rirnish the field supervisor a basis for extending effective 
supervisory assistance. Farm plans reflect the most important 

items on which the family needs assistance in carrying out planned 

operations.

PiiRTICIPATION IN FrlRM PLiNNING

A. Family Participation '

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 situation, to discuss its 

problems, needs, desires, and to make tentative decisions regarding 
the plan of operation in order that it may be better prepared to 
participate in the final development of the plan*

3. All responsible members of the family should participate in 
the development of the plan. This will lead to a better under­

standing of the plan as finally developed and a desire to carry it 
out more effectively.

B. Field Supervisor Participation

1. Ihe 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 the 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 necessary 
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 i n ’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 available concerning successful farming '



operations in .the area, field supervisors will utilize fully informa­

tion from successful farmers, research workers, experiment stations, 

agricultural extension service, etc*

Note : As earlier Indicated, preference should be given to 

implement a supervised credit programme through cooperative organisa­

tions. .it the initial stage, the cooperatives will perform 'their 

activities with the technical help in advisory capacity of the field 

supervisors assigned to them by the agency responsible for 
cooperative development. Thus, it will be through the vi-able primary 

cooperatives and the field supervisors assigned to them that the 

programme will reach the farmers whom it is intended to serve. As 

the cooperative begin to operate satisfactorily and their employees

gain experiences and are a,ppropriately trained, the.......
technical supervision of farmer-borrowers (who are their members) 

will gradually be taken over by the cooperatives.

LO.ffl .\PPLICATIONS

Upon receiving an initial loan application, a field supervisor 

or a cooperative employee will visit the applicant on his farm in 

order to help the family in the orderly and satisfactory completion 

of the farm plan in connection with the loan. This involves 
investigation and consideration concerning the applicant's resources 
and desires,, the details and justification of the farm development 

being proposed, credit needs, loan disbursement plan, ability and 
exjoerience of the applicant, the property offered as security, the • 
sureties' financial condition, etc. A proper, and complete loan 

application is conseuqnetly developed embodying the farm plan and 

submitted, together with the investigator's report, to the board of 

direct.ors or the loan committee, of the eooporative concerned. The' 
board of directors or the loan committee will then make a careful study 

of the application and the investigator's report and give a 
final decision whether or not the loan will be granted.

M îKING FiiRM VISITS

1. Visits should be conducted in a friendly but business-like 

manner by the field supervisor or the cooperative employee. Adequate 
time should be taken to discuss the problems and the corrective 

action required.

2. i)Iote should be taken of the condition of the farm, buildings, 
equipment, crops,livestock,poultry raising, fish culture and home food 

production as also the production obtained to .date. Any major 

family living problems 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^bofrower th® progress being made, 

problems which are evident, the changes .or practices necessary to

improve or correct any advers.e 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 connection with the adoption of a new farming practice, 
ior the correction of an existing problem, the field supervisor or 

the -cooperative employee should demonstrate how it should be done, if  

.th is  is feasible. If  this is not feasible, he should assist the 
borrower in obtaining the services of a competent specialist such 

as the local agricultural 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 instances.,

: 5. At least once each year when carrying out step 2 above, a 
,sight check should be made of the property serving as security for 

the c.ooperative 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.

7 . He should review with the borrower amount,time,and source of 

■r3paym.3nt^-planned. When repayments have not or cannot be met ng planned, 
an enquiry should be made regarding new dates and sources of repay-

, ment based upon the probable income and exp.anses during the next 

season., ■ '

8. Sinphasis 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 v isit .

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 tho cooperative.

EXTENSION TECHNIQUSS

The methods employed in extension teaching may be classified 

in several ways. According to the n\amber and nature of the 

contacts inherent in their use, methods of extension teaching may be 

grouped into three categDries, i .e .  (l) individual contacts, (2) group 

contacts, and (3) mass contacts.

Under the first category, 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



also develops good public relations■and contributes to selection 

of better local leaders. However, some limitations of this method 

are ; (l) it  requires a relatively latge 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 of members in the cooperatives 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. Hov/ever, this does not eliminate individual 
contacts.

In addition'to the personal contact and group teaching methods, 
mass media enable field supervisors and extension workers to 
increase greatly their teaching efficiency. Publications, news 

stories,' circular letters, radio, television, exhibits, and posters 
provide helpful repetition for those contacted personally or 

through groups. Even though the intensity o f  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..
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