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REPORT ON THE DEVELOPIvENT OP THE MLTI-PURPOSE 
CO-OPERA.TIVES IN CEYLON ___

CHAPTER I

INTRODUCTION

The writer was given an assignment by the International 
Go-operati-ve Alliance l:egional Office and Educational Centre for 
Southeast Asia with the consent of the Government of Ceylon to 
conduct a survey of the development of the multi-purpose co
operative societies in that country with the following tems 
of reference

1. To investigate the processes of transformation 
of the organizational and functional atruoturo 
of the co-operatives in Ceylon from single to 
multi-purpose methods of approach, difficulties 
encountered and the consequences;

2. To study the existing multi-purpose co-operative 
system in its various levels and stages of develop
ment - its effects upon the national economy and 
rural rehabilitation and reconstruction? to what 
extent this system and practices could be developed 
and improved; and

3. To learn from the Ceylonese lesson and assess 
its value with a view to adopting this practice 
to the co-operative movement in Southeast Asia,

With the afore-mentioned assignment, the writer arrived 
at Colombo, Ceylon on March 4, 1968_aM _^ayed in that country 
until April 24-, 195S~v®.en he left for'New I5eThx whe^
'tetgT'Sis“cussions with the officers of the I.C.A, Regional 
Office concerning his study.

During his first few days in Colombo, the writer had 
discussions v/ith the Commissioner for Co-operative Development 
and a tentative itinerary was drawn for circulation to the 
Assistant Commissioners for Co-operative Development in charge 
of the various districts of the country as well as heads of 
departments of the government and statutory bodies who are 
conceined with the development of the co-operative movement.

In accordance with the schedule as set out in the 
itinerary, the writer spent his first week in the state 
Capital visiting the following organizations, holding brief 
talks with the officers-in-charge and collecting relevant 
information material;-



(A) Government Departments
1. Department of Agrarian Services,
2. Departî ênt for Development of Agricultural 

Marketingy
3. Department of Agriculture, and
4. Department of Rural Development and Small 

Industries.
(B) Statutory or Go-operative Organizations

1. All Ceylon Agricultural Producers' Co-operative 
Union - Central Market,

2. All Ceylon Coconut Producers* Co-operative Union,
3. Co-operative Wholesale EstablislLi'aent,
4. People's Bank of Ceylon,
5. Ceylon Industrial Co-operative Union, and
6 . Co-operative Federation of Ceylon.

Beginning from the second week, the writer spent altogether 
5 weeks in field work visiting the following co-operative organi
zations in the various aistricts;-

March 14-17:- Anuradhapura Districts-
1. Kekirawa MPCS Union,
2. Eppawa MPCS,
3. Laounoruwa MPCS,
4. Tirapanne MPCS,
5. Poonawa MPCS, and
6 . Medawachchiya MPCS.

March 18-21s- Polonnaruwa Districts-
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1. Polonnaruwa District Co-operative Union,
2. Thamankaduwa MPCS Union,
3. Minneriya MPCS,

4. Kottepitiza MPCS,

5. Bakamuna MPCS,
6. Pitugrodamana MPCS, and
7. Study on the Elahar£, Project and 

of the Multi-purpose-.' Co-operative
the Role 
Societies.



March 22-26:- Jaffna District;-
1. Jaffna Education Centre - Co-operative School,
2. Alaveddy MPCS,
3. Inuvil MPCS,
4. Valigamam MPCS Union,
5. Moolai Co-operative Hospital Society,
6. Averangal MPCS,
7. Valikaman East MPCS Union,
8. Arialai MPCS,
9. Jaffna Town MPCS,

10. Thirunelvely MPCS,
11. Jaffna District Co-operative Harbour Services 

Union,
12. Elephant Pass MPCS,
13. Pallai MPCS,
14. Paranctan MPCS, and
15. South Yalpanam JvlPCS Union (Kilinchichi).

March 27 - April 1st;- Kandy District
1. Kandy Multi-purpose Co-operative Society Union,
2. Kandy District Co-operative Union,
3. Denuwara MPCS Union,
4. Toldeniya MPCS Union,
5. Udad-umbara IdPCS Union,
6. Minipe Colony - MPCS(2),
7. School of Co-operation,
8. Department of Agriculture - Research Centre and 

Agricultural Extension Training Institute, and
9. Hewavissa MPCS.
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April 2-52- Badulla District
1. Udapalatha Co-operative Agricultural Production 

and Sales Society - (Palugaraa activities),
2. Uduicinda MPCS Union - (V/elimada)
3. Uva Kandana MPCS,
4. Bathmedilla MPCS, and
5. Mahapalatha MPCS - (Bandarawela).

April 6-7;- Batticaloa District:-
1. Batticaloa MPCS IJiiion,
2. Co-operative Provincial Bank,
3. Eastern Province Agricultural Co-operative Union, 

(Commission Agent for Pergusen Tractors),
4. Koralaipattu MPCS Union, and
5. Eravurpattu MPCS Union.

April 0-1 1 ;- Amparai District
1. Gal Oya MPCS Uni.on,
2, Gal Oya Colony Unit No.24 MPCS, and
5, Gal Oya Colony Unit No . 8 MPCS.

April 12-14;- Travel by car from Amparai District via
Hambantata District, Matara District and 
Galle on the way back to Colombo for 
Ceylonese New Year Holidays.

April 15”.- Chilaw Districts-
1. Medapalate MPCS - (brief visit only'without any 

written document due to the absence of the 
officers on New Year Holidays), and

2. Uthuru Pitigal Karale MPCS Union.
April 16; Kuliyapitiya;-

1. Sandalankawa MPCS,
2. Kandanegedera MPCS, (on the occasion of New Year 

celebration and "'MIA LOAN Repayment Campaign) , 
and

3. Iroyagalla Co-operative Credit Society (Un-limi'ted 
liability).



April 17: Kurunegala:- (Brief Visits only)
1. Visit to one Union (without notes),
2. Visit to one MPCS and Rural Bank (without notes),

and
3. Visit to the Beligal Korale MPCS Union at 

Ambepussa, Warakapela Kegalle District,
(without notes and not'in the itinerary).

Altogether the writer has visited 57 organizations including 
28 multi-purpose Co-operative Societies and 18 MPCS Unions as well 
as 11 other types of Co-operative and related organizations during 
his 5"Week*s tour of the co-untry. His tour covers 9 districts out 
of a total of 24 districts of Ceylon, and the total number of Co
operatives and related organizations visited by the writer re
presents less than half per cent (about 0,4^) of the total, whilst 
the MPCS and their unions visited represent about 1% of a total of 
about 5,000 active co-operative organizations of this category in 
existence, during the period of the writer’s tour in Ceylon,

Prom the above it appears that the study tour did not
cover much of the populous areas of Ceylon, that is South and
South-Western Coast districts of the wet zone. It is believed 
that the pattern of multi-purpose co-operative system is much 
the same as elsewhere in the country except perhaps in those 
areas where estate crops, such as tea and rubber are grown 
■under capitalist management and control that different types 
of co-operative organizations might be required to cater for 
the needs of the tappers and workers on the estates.

Because of the limit of time and source material available 
at the disposal of the writer, it is to be admitted that this 
report could not be claimed as an exhaustive survey of the whole 
situation of the multi-purpose co-operative movement of Ceylon,
The writer’s intention has been to explore one of the most 
important aspects of co-operative development in Ceylon to-day 
with special reference to its role in the rural rehabilitation 
in that country, Further studies of greater detail and depth 
should be desirable and useful to all those concerned with the 
promotion of rural economic development of the Region of South
east Asia,
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Ceylon is an island state covering an area of 25,000 
square miles. It lies in the Indian Ocean about 100 miles off 
South-Eastern tip of the Indian Subcontinent. Creographically 
and climatically speakings the country could be divided into 
two main regions, the wet zone and dry aone by the effect of 
the monsoons. The South-Vfestern 'Region, that is, the wet zone, 
covers about a third of the total land area of the country.
Three quarters of the total population of about 12 millions are 
inhabiting in this particular zone making the pressure of people 
on the land a most severe problem. The remainder of the Island, 
that is the dry zone, is comparatively sparsely populated and 
undeveloped.

Ceylon's economy is predominantly agricultural, with 
about half of its gross national product derived directly from 
agriculture, while a substantial portion of the balance is also 
indirectly dependent on the contribution of the agricultural 
sector. More than half of the gainfully employed persons is 
engaged in agriculture, excluding the minors and wives of peasant 
families who generally also make subsidiary contributions to fann 
incomes.

Agricultural industry in Ceylon falls into two distintive 
sectors consisting of one sector based on large scale plantation 
producting crops mainly for an export market, and the other sector 
rooted in traditional peasant farming of smallholdings largely 
producing paddy and a variety of food crops for domestic con
sumption. Some 50/'o of the cultivated area of land falls within 
this peasant sector which again holds over 70% of the total 
population of the country. These peasants also cultivate by 
far the largest part of the country acreage and about 40% of 
the land under rubber.

It was estimated that the average value of assets per 
family in the rural sector in 1957 was Es 4,869 of which land 
forms a substantial part, even though the extent of land owned 
by peasants is small, being average imder one acre. Only about 
55% of the paddy acreage is owner-operated. The pe.ssing of the 
Paddy Lands Act may have favourable effect in easing the problems 
of land tenure in rural areas.

Main crops of the country are paddy, tea, rubber, and 
coconut. Rice is the staple food of the people who have to 
obtain about one third of their total cons'umption fromi abroad. 
Paddy cultivation, nevertheless, is the main stay of the rural 
economy. Of three agricultural commodities which collectively 
account for nearly 95% of the country’s exports, tea, in 
particular, has been the economic backbone of Ceylon. 90% of 
the tea produced in Ceylon is exported and it fetches, annually, 
about 60-65% of the foreign exchange earnings of the country.



Since 1965 Ceylon has become the largest tea exporter of the 
world. Due to the decline of prices in international markets 
and the decrease of output coupled with increasing costs of 
production, the profit margin of the tea industry has declined 
during the past years. There is no replanting scheme for the 
crop, nor modernization of processing factories. These are the 
problems facing the most important industry of the country.

Agricultural production has increased considerably in 
recent years, especially, under the impetus of the Government 
initiated Agricultural Production Campaign. In the Development 
Program for 1965/67, issued by the Ministry of Planning and 
Economic Affairs on Budget Day, the overall target rate for 
agriculture for the period, 1965 to 1971, v/as set on an annual 
average oompound rate of growth of 4.5^, to be achieved by a 
rate of growth of 3% in the export sector and 6% in the domestic 
sector. The high rate of growth in the domestic sector was to 
be dominated by the rates of growth of paddy production and other 
food crops provided for in the respective plans.

It is recognized that production of food crops will 
have to be greatly increased in order to meet the demand of 
the population which is increasing at a rate of 2.55̂  per annum. 
The increased demand of agricultural raw materials for the 
domestic developing industries and the requirement for greater 
exports of cash crops in order to exchange for necessary imports 
are also strong grounds for launching the Agricultural Production 
Campaign.

According to the Annual Report of Central Bank of Ceylon, 
issued in April, 1968, it was stated that despite the unfavour
able price changes for its main crops of tea, rubber and coconut, 
the rate of economic growth of Ceylon still managed to maintain 
4,9%. It is envisaged that by 1970, Ceylon would be able to 
maintain a steady rate of 5% of economic grov/th as stipulated 
in the target of the First U.N. Development Decade.

In 1967, the G,N.P. of Ceylon was calculated to be in 
the region of Rs 7,962 millions in comparison with Rs 7,587 
millions of the previous year (1966), and Rs 6,287 millions for 
the year I960. The average per capita income in 1967 reached 
an amount of Rs 682 (about £45) which compares favourably with 
any country as Ceylon's stage of development. With the launching 
of the Agricultural Development Program emphasis has been laid 
on the primary production which as mentioned earlier has been 
and still is the mainstay of the national economy. Pood prod
uction, especially, has shown the best response of the campaign.

A study of the behaviour of the growth of the G.rl.P, of 
Ceylon it is observed that the principal determinant of the 
gross domestic product is production for domestic use, v/hich 
accounts for roughly 2/3 of the total. The next major deter
minant is the production of goods for export which accounts for 
about 1/5 to 1/3 of the gross domestic product. Since 1959, 
the deteriorating foreign exchange situation as manifested 
in the consecutive balance of payments deficits have resulted 
in a lightening up of control of imports. The increasing 
scarcity of imported goods has encouraged domestic production,
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both of agricultural and raanuf acture-d cov.imodj.ties, as substitution 
of imports. The result naturally was an increase in proportion of 
tlie share in the gross national product of those coinmoditios pro
duced for doijiustic use.

So far as agricultural production is concerned, ho’wever, 
the output is still far from adequate to meet the domestic demand. 
As much as 40% of the value of imports of Ceylon in a single year- 
still consists of food and drink, although in a number of items 
Ceylon had been able to reduce imports to a great extent. As an 
illustration, the share of rice which constitutes the single 
predominable import into Ceylon in the value of total imports 
has declined from. 19.3% in 1952 to 14.5% in 1959 and 9.8% in
1965.

It is generally agreed that a significant expansion in 
gross domestic product ca.n arise from increased output and pro
ductivity in rural agricultural, sector especially of food crops 
under the Government drive. In the field of industries, most 
hopeful development would still be concentrated in the consumer 
goods sector producing mainly essential commodities and import 
substitutes. In 1965? over a third of the industrial output 
consisted of food products, while textiles accounted for 
approximately one fifth.

Due to shortage of foreign exchange, the operation of 
existing industries which partly depend upon the import of raw 
material, have been seriously affected. It was estimated that 
in 1965 alone, a significant proportion of industrial activities 
of Ceylon was reduced to only a fifth of the capacity.

In viev/ of the factors prevailing in the international 
markets for traditional export commodities of Ceylon, it is 
clear that further growth of the gross national product will 
devolve increasingly on the import substitution sectors of 
agricultural and light industrial manufactures. Perhaps it is 
in these fields that the contribution of the co-operative 
development to the building of a viable economy for Ceylon 
would have significant effect.

In Ceylon, as elsewhere, the primary objective of social 
and economic development is the increase of per capita real income 
and, therefore, higher standard of living for the population. 
Immediately after World War II, the Ceylon Government has 
commenced a series of programs for accelerating capital invest
ment and developraent. On the attainment of the political 
independence in 1948, the Government immediately launched 
a 6-year (1947-53) Program, much valuable v/ork v/as done at 
the initial stage of development. Successive projects of 
development also brought significant results in the rehabilita
tion of the economy. Useful superstru.ctural and infrastructural 
organizations of services have been established to pave the way 
for further development in both fronts of agriculture and 
industry.
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One of the most important assets of a country is her 
people. The available statistics shov/s that out of 11,700,000 
people in 1957 in Ceylon, the working population amounts to
3,534,000, which is about 30% of the total with the rest as 
dependents. In a country like Ceylon, one should expect that 
greater proportion of the population might bo employed as the 
country still has substantial unused land and other natural 
resources as well as considerable social capital investment 
and industrial potential. There is a sound framev.'ork of public 
administration. There are rudimentary technical education 
facilities. All in all, the potential for development in 
Ceylon is impressive. Its social and economic environment 
has provided what Ceylon could work vv'ith in trying to increase 
her output v/ith resultant effect on the better living of its 
people. It is viewed from these aspects that the co-operative 
movement should and could play its significant role.
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CmVPTER III

THE CO-OPEIiATIVS KOVEliffiNT AND ITS DSVELOPRffllTT

Co-operative moveiiiont in Ceylon lias its history of over 
hailf a century. The first Co-operative Society Ordinance was 
enacted in 1912. Proip the start, the movement has been given 
the task of promoting the social and economic development of 
the country. In order to give relief to the peasante and 
consumers, three types of co-operatives were then considered 
to be of paramount importances

1. The credit societies v>?hich provide financing
services for productive purposes thereby free 
the peasants froir, the grips of the private 
money lender anri village shopkeepers;

2. The agricultural production and sales
societies which v/ere assigned to perform 
the functions of mai-keting in order to 
enable the peasant-producers to free 
themselves from exploitation by the 
middlemen-marketers and suppliers 5 and

\

3. The co-operative stores socieites which
sell consumer goods and essentials with 
better and cheaper services to members 
in competxtion with village shop>keopers.

It was therefore evident that the co-operative m.ovement 
came into being in Ceylon in order to furnish to the peasant 
some relief from the monopolistic lender, buyer and supplier 
who have hitherto dominated the rural economic scene. How 
successful have these co-operatives been in serving their 
members in the rehabilitation of their economic and social 
v/ell-being? Perhaps it would be best to conduct a brief 
survey of the relative position of the co-operative sector 
in the national economy of Ceylon. To this end, the following 
Tables taken in an article entitled "Role of Co-operatives in 
National Development in Ceylon", by Mr. K.P. Ranjit Perera, 
published in the Samupokarya in Iferch, 1966 are quoted for 
reference s-



TABLE 1
GROSS CO-OPERATIVE PRODUCT AND GROSS NATIONAL PRODUCT

GOMPAPtED ; 1963-19^4^------ -------
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1 . Agriculture
(a) Export Cropss

(i) TEA ----
(ii) RUBBER ----

(iii) COCONUT ----
(b) Cash Crops;

(i) TOBACCO ----
(ii) PADDY ----

(iii) RED ONIONS ----
(iv) OTHERS ----
(v) ERRORS & OM/IISSIONS

(c) Dairy Products — ---
2 . Fisheries ----
3. Industries

(i) Cottage Industries 
(ii) Factory Industries

4. Servicess (i) Commercial
(a) Wholesale
(b) Retail

(ii) Labour Construc
tional

(iii) Medical $ —
Gross Co-operative Product 
(G.C.P.)
Value of National Product 
not dealt with
G.NoP. and G.C,P. as a % 
of G.N.P.

(A)
G,C.P.
Rs. 000

(B)
G.N.P.
Rs. 000

40,397

35,40Ch-
46,000-

1 2 1 ,0 0 0
647,000

754,000

13,600
283

358,192

2,769,340

7 ,121,000

(C) <
A/B

3,050 809,600 0.04
------ 222,000 ------
9,400 468,000 2.00

1,600 23,000 7 .0 0
194,016 544,000 28.00@

5,508— (5,750) 95.80
6,668
1 ,0 0 0 > 616,000 2.93

555
451 1 3 7 ,0 0 0 0.003

30.84

10.80

5.10

0 Please refer to the original article.
@ Roughly about 60% of the paddy producers of the Island 

are members of AP'& SS or multi-purpose societies.
Thus only 60% of the quantity handled through co
operatives are taken to be a pari; of co-operative 
product.



TABLE 2

„ 12 _

EMPLOYrK':.HT II' GO-OPEI^ATIVES

Persons
1. Employees in Societies and Unions ----
2. Member Employees

(i) Industrial
(a) Textile ----
(b) Mat Y/eavers ----
(c) Coir Workers
(d) Pottery ----
(e) Carpentry — ----
(f) Others -- -—

(ii) Constructional Labour Societies ----
3. Self-employed supported by Service Co-ops.

(i) Agricultural
(a) In Multi-purpose & C,A.P,S.
(b) In other Societies

(ii) Eisherraen’s Co-operatives -----
Total ----

Total work force in the country (estimated)
Those Y/orking in the Co-operative 
sector as a. percentage of total work 
force

Erom the statistics, it appears that the co-operative 
movement plays a significant rolg in the non«export rural 
agricultural sector; v/hereas in the export sector, it is the 
production of coconut and coconut products in which co
operative occupy a place. In the industrial sector, on the 
other hand, the co-operatives play an important role in the 
cottage industries, while in thcj service sector the movement 
has a place in coiomercial service. In Table 1, hov/ever, it 
shows that the gross co-operative product is only ^ o f  the 
G.NoP. This percentage is low when one considers the scopc 
and scale of development .of the movement in Ceylon, Neverthe
less, this co-operative achievemeni: is much more impressive 
when compared with the same movamec.t as developed in other 
Asian countries.

17 ,721

,370
o86

A'f son

2 ,C)74
4,812

3,4.38
10 ,624

541 ,500
17 ,866

5,699
644 ,230

4,200 ,000

15.'3%



Again v,fhon we come to examine Table 2 with regard to 
employment, we obtain the figures of people v;ho were directly 
or indirectly dependent upon the co-operative movement for their 
livelihood. These people could be classified into three 
categories, viz.s-

1. The employees of co-operative organizations, 
who are indeed the key people for the success 
or failure of co-operative establishments.

2. The member-workers of various kinds of productive 
co-operatives. These member-workers are at the 
same time employees as v/ell as proprietors of 
the societies.

3. The independent self-operated agricultural 
producers who aaaooiate themselves with 
co-operatives with a view to carrying out
their businesses more efficiently and profitably. 
When we consider these members of societies as 
representing the head of a family with other 
members of the family working on the trade, 
then the number of co-operative v/orkers would 
have to increase accordingly in this category.

Numerically speaking, it also appears that the sectors 
in which the co-operative ffxOvement plays a significant role 
are ;-

1. The employees of stores sooieties or retail 
departments of multi-purpose co-operatives, 
that is to say, the distributive trade sector;

2. Member-employees of co-operative cottage 
industries; and

3. Peasant-operators utilizing the services of 
agricultural co-operatives.

Prom employment point of view it is therefore evident 
that peasant agriculture, cottage industries and distributive 
trade are the three most important economic activities in which 
the co-operative movement has engaged extensively.

Again, from Table 2, we note that 15.3% of the labour 
force in Ceylon goes to the co-operative sector, which produces 
only 5.1% of the G.N.P. This general rough picture confirms the 
popular belief that the co-operative movement in Ceylon largely 
involves those persons who are economically weaker than those 
outside the co-operative sector. The fact that most of the 
co-operators are either peasants or cottage industrial workers 
indicates that;the movement itself is strongly rural oriented 
in nature and scope. This clearly shows that the future 
development of the co-operative movement in the context of 
national socia.1 and economic development in Ceylon would have 
to be geared towards these directions so that the usefulness 
of the co-operative institutions in nation-building could be 
entertained.
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This conviction is even more re—enforced when we realize 
that nearly three quarters of the population of Ceylon reside in 
rural areas. Agricultural development has, therefore, been given 
a prorainent place in the planning for national development. It 
has also been recognized that effective co-operative institutions 
are essential instruments for social and economic development, 
especially in developing countries.

In Ceylon, the role which the co-operatives was to play 
had been clearly stated as early as 1958 in the Government'^" 
Agricultural Plan. In that Plan, it was declared that, "Co
operative organizations bear the credentials of the most dynamic 
agency_capable of mobilizing the enthusiasm and willing co
operation of the people for the necessary national developm.ent 
efforts". Also in that Plan, a system of multi-purpose co
operative organizations was officially introduced. It was 
intended, according to the Plan, that, multi-purpose socioities 
will

1 . institutionalize all rural credit,
2 . plan and execute a scheme of agricultural 

development 5
3 . undertake minor irrigation projects and 

constructional works in the village,
4. organize agricultural marketing axid 

distributive trade,
5 . promote industries,
6. provide public utilities,
7 . ensure full employment, and
8 . in other vmjs, make the village a closely 

knit economic organization for the purpose 
of establishing complete economic democracy 
at the village level.

The idea of launching a centralized but diversified form, 
of co-operative organizations, as originated in the above mentioned 
Plan, was intended to aim at the catering of services operated 
through one single organization to meet th& needs of the people.
It was hoped that v/ith a new typo of democratic, social and 
economic institution to be operated at the village level v/ould 
enable the voluntary co-operation of the people to achieve 
better performances through the consolidation of their efforts.

As this particular survey has been designed to analyze 
the transformation and functioning of this type of multi-purpose 
societies in Ceylon, it is proposed to deal with this problem at 
a later stage of this report and devo'te the rest of this chapter 
to describe briefly the historical -development of the co-operative 
movement in Ceylon in order to give ue a general picture of the 
whole situation leading up to the ’pref:ent development.

- 14 -
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As stated earlier the first Co-operative Societies 
Ordinance was enacted in 1912, just before the advent of the 
representative government. Co-operation, as a voluntary 
organization, had been developed very slowly in Ceylon during 
the British Rule. In the mid-thirties of the present century, 
with the recoimnendation of the Donnanghmore Report, the develop
ment of agriculture and rural economy began to attract the 
attention of the government. Consequently, action was taken 
towards the organization of co-operatives in the form of credit 
societies, especially in rural areas.

During the World War II, the Government launched a co
operative scheme under V'/hich thousands of stores societies were 
set up throughout the country within a very short time in order 
to ensure proper distribution of scarce essential foodstaff and 
other commodities under the emergency. Many of those societies, 
however, went into liquidation once the iirmediate necessity for 
their existence disappeared after the V/ar.

The emergence of an independent nation has brought with an 
increased attention paid by the public sector to the solution of 
the problems facing rural development. There v/ere schemes for 
land reclamation, irrigation and colonization. The adoption of 
general policies governing the promotion of rural reconstruction 
and rehabilitation. Large numbers of co-operative agricultural 
production eind sales societies were formed to assist farmers to 
obtain cultivation loans, fertilizer supplies and other produc
tion requirements as well as to sell their produce at guaranteed 
prices. Side by side v̂ ith this development, rural handicraft 
and cottage industrial co-operatives were organized for the 
provision of credit and raw materials and the marketing of the 
finished products of the member-workers.

One intersting a,spect of development of the co-operative 
movement in Ceylon was the discovery of the so-called link-up 
system under which the co-operative societies specializing in 
different functions join together in the operation of their 
business activities v/ith a scheme v/hich would co-ordinate the 
working of co-operative credit, consumer stores and production 
and sales societies. This scheme enables credit societies, 
stores societies and production and sales societies within an 
area to link-up their activities without necessarily merging 
v/ith one another and losing their legal entities. , This link-up 
scheme has worked successfully in certain areas, for example, 
at Palugama v/here the Vv̂ riter had the privilege to visit. In 
this particular s.rea, there were in existen e three types of 
societies and the linking-up was found feasible and profitable 
to all concerned. Pew areas in Ceylon, however,have this sQ.me 
condition in existence favourable to the adoption of such a  ̂
scheme. Nevertheless, this new type of co-operative develop
ment furnished sufficient proof to the fact that societies 
specializing in different functions could bo made more 
effective by joining-together multi-purposely in function 
to servo the community as an instrument of rural development.

- 15 -
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In 1957, as mentioned earlier, the Government came to 
realize the viability of the linking-up practice and deliberately 
formulated a scheme to encourage the establishment of multi-purpose 
co-operative societies as a new pattern for co-operative develop
ment in Geylon, Under this pattern, co-operatives were assigned 
to perform various functions as required to meet the needs of the 
members in one and the same society instead of establishing 
specialized functj.onal societies in the same area to serve the 
same people. This scheme was accepted with enthusiasm by the 
co-operative circles especially in the rural areas. According 
to available record, it was noted that the multi-purpose co
operative societies grew so rapidly that v/ithin one year of the 
launching of the scheme, there were 2,000 societies of this 
nature incorporated. Together with the conversions, the total 
number of multi-purpose co-operative societies stood at 5,037 
at the end of 1966 - that is about ten years of the inception 
of the scheme, representing 34.4% of the total number of 
societies existing in Ceylon for that year.

The primary multi-purpose co-operative societies at the 
village level are generally supported by secondary organizations 
and government departments v̂ rhich together have contributed to a 
great extent to the effective operation of the village unit 
societies. The Pederation of the oo-oEerative societies of 
Ceylon has also greatly assisted in the implementation of this 
scheme by providing necessary services to the member societies. 
All Island Industrial Co-operative Union, all Island Agricultural 
Producers' Co-operative Union, and all Island Co-operative 
Consumiers’ Stores Society, all have helped in various ways 
the efficient fvinctioning of the multi-purpose co-operative 
societies in the realization of their objectives.

It is to be noted that in Ceylon perhaps one of the 
most significant aspects of the development of the co-operative 
movement in recent years has been the assignment for it to 
function as the principal instrument of rural rehabilitation 
by means of the multi-purpose form of organizations. There 
is already an established network of multi-purpose societies 
in all rural areas so far visited by the writer. Though 
implementation of the scheme and the conversion of other types 
of eooietiee into multi-pu:cpose co-operatives have been cari'ied 
through quite smoothly, yet there have been problems arising out 
of the course of transformation v/hich will be discussed later»

At this juncture, it certainly would serve a useful 
purpose to incorporate two diagrams indicating the existing 
structure of the co-operative movement of Ceylon and the 
administrative set-up of the Department of Co-operative 
Development of that country.



STRUCTUBE OP THE CO-OPERATIVE MOVEI.SNT
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ORGANIZATION OP THE DEPARTIVffiNT OP CO-OPERATIVE
DEVELOPMENT '

COMSSIGNER OP CO-OPERATIVE DEVELOPRENT & 
REGISTRAR OF CO-OPERilTIVE 

SOCIETIES
Devclopmont of the; Co-operative Movement and 

administration of the Law pertaining 
to Co-operative Societies

j DEPUTY C OT\'MI SSI ONERS
In charge of

Administi-ation, Publicity & Extension, 
Consumerj Industrial, Legal and 
Agricultural activities =, Small Industries, 
Banking, Audit, Liquidation, Statistics 
and Pisheries.

3 SENIOR ASST. COMMISSIONERS IN-CHARGE OP |
VfESTERN, CENTRAL, AND NORTHERII 

DIVISIONS

ASSISTANT COlvMISSIONERS IN-CHARGE OP 
28 DISTRICTS

Give necessary advice and assistance 
to organise societies,

Register suitable societies,
Supervise and audit societies,
Take action regarding liquidation of 

societies,
Appoint arbitrators under the powers 

vested in the Ordinance,
Settle disputes.

HEAD-QUARTERS INSPECTOR-AUDIT S iHEAD-QUARTERS INSP'RCTOR-DEVELOPt'D

iAUDITORS OP MAJOR SOCIETIES RilNGE CO-OPERx^TIVE INSPECTOR !ti .. . _
AUDITORS OP OTHER SOCIETIES 1 INSPECTORS POR SUPERVISION 1
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GFIAPTER IV

GOVERN?,lENT DEPART̂ 'ffil'ITS AND OTHER ORGANIZAT^IONS 
CONCERl'TED WITH THE CO-OPEMTIVE DEVELOP&IENT IN CEYLON

In Ceylon there is a Department of Co-operative Develop
ment under the Ministry of Agriculture and Pood, v/hich is directly 
responsible for the development of the co-operative movement and 
administration of the lav/s pertaining to co-operative societies.
In co-ordination and collaboration with the other departments of 
the Government and statutory bodies partly empowered with the 
same functions, the Co-operative Development Department has set 
up a streamlined network of administrative organs throughout the 
whole countrj''.

Por the purpose of this survey, the writer has been 
invited to visit the following organizations;-

1. The Department of Agrarian Services,
2. The Department for Development of Agricultural

Marketing,
3. The Department of Agriculture,
4. The Department of Rural Development and Small

Industries, and
5. Other statutory bodies and apex co-operative

organizations, such as:
(A) The People’s Bank,
(B) The Co-operative Wholesale Establishment,
(C) All Ceylon Agricultura.l Producers' Co

operative Union, Ltd., - The Central 
Market 5

(D) Ceylon Coconut Products Co-operative 
Societies Union, Ltd., and

(E) Ceylon Co-operative Industrial Union, Ltd.
1. DEPARTMENT OF AGRARIAN SERVICES

The Department of Agrarian Services which v/as established 
in October, 1957 was charged with the follov̂ ring functionss-

1. The implementation of the Paddy Iiand Act 
of 1958 and its subsequent amendiients;

2. The operation of the Guaranteed I'rice Scheme 
for specified agricultural products and rice 
milling;
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5. The granting of loans to cultivators and
agricultural co-operatives for the production, 
storage and marketing of agricultural crops and 
livestock^

4. The supply of agricultural production requisites, 
such as fertilizer, agro-chemicals and implements;

5. The management of the subsidized fertilizer scheme 
for paddy and other crops 5

6 . The planning and execution of minor irrigation 
works and the construction of irrigation wells 
for food production purposes 5

7 . The execution of the crop insurance scheme; and
8 . Other relevant services, such as stated in the 

Pood Production Act, etc.
In all these fields, the operational activities of the 

Department have been directly involved the performance of 
the m.ulti-purpose co-operative societies and their unions.
In order to give us a clear view of the implications 5 a 
brief account of the wording of the functions of the 
Departm.ent is given belows-
1, Implcmention of the Paddy Lands Act:

The Governiflent of Ceylon had in 1958 passed a law 
for the protection of tenancy rights and the promotion 
of paddy cultivation aiming at rice self-sufficiency.
This particular law has been amended in subsequent years 
to cope with the situation arising out of the implemen
tation of various schemes under this Act.

After the adoption of the Agricultural Development 
Proposals, 1966-70, which were formulated by the Ministry 
of Agriculture and Pood and published in January, 1966, 
the Department of Agrarian Services has been assigned a 
much more important role to play for the implementation 
of that program.

This 5-year agricultural development program has 
its primary objective on the increased domestic food 
production for import substitution. The achievement of 
the targets of increased production for paddy and other 
subsidiary food crops, such as chillies and onions, etc., 
would have to depend on the more extensive application of 
fertilizers and better seeds as well as the provision of 
credit and other inputs and facilities on a larger scale. 
In all these fields the Department of Agrarian Services 
has its role to play, and in doing so, it could make 
multi-purpose co-operatives the m.ost effective instrument 
through which the extension services of the Department 
could be directed.
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According to the plan, however, the implementation or 
the Government's Agricultural Dovolopment Proposals, 196G-- 
70, at the village level devolved to a large extent on the 
Cultivation Committees set up iii each village in so far as 
paddy production is concorned. The CoFiiriittec was intended 
to maintain close relationship vilth the multi-purpose co
operative societies existing in the villages and therefore 
their harmonious collaboration of activities could he vital, 
not only to the success of the co-operative enterprises, 
but also to the effective performance of the activities of 
the Corainittee. The need to strengthen Cultivation Comnittcc 
was evident and the Department of Agrarian Services has take 
a concerted drive to make these Committees effective villag',- 
level organizations.

It is a v\Tise step, therefore, to invite the multi
purpose co-operatives in the area to make their represen
tations to the Committee and send their officers to attend 
the Training Seminars organized by the Department of 
Agrarian Services for the Cultivation Comm.ittee micmbers 
in order to underline the mutual understanding of functions.

The Cultivation Committee has been authorized to 
collect funds in the form of acreage levy payable by 
cultivators. The bulk of the levy has so far been made 
through the Guaranteed Price Scheme purchases undertaken 
by the multi-purpose co-operatives acting as agents of 
the Department's G„P.S. The funds collected under this 
levy have been used for the development of paddy cultiva
tion in the area on items such as the iiaprovement of 
irrigation facilities, the purchase and distribution 
of subsidized fertilizer among cultivators, the supply 
of seed paddy and agro-chcmicals, the purchase of sprayers, 
dusters, weeders, seeders and other agricultural imiplements 
for use by cultivators of the area. In addition, the 
establishment of demonstration plots and the common 
threshing floors, the fencing of paddy tracts and the 
organization of agricultural competition fairs together 
with certain other sizable items of capital expenditure 
are also included. The Departfficnt has been taking every 
effort to ensure that the Cultivation Committees conform 
to their functi.ons and give the desired leadership at
village level for the successful implementation of the
Government policy.

2. The Operation of the Guaranteed Price Schem.es;

(A) PADDY
The Guaranteed Price Scheme was initiated in 1948 

following the conclusion of the operation of the 
Internal Purchase Scheme for paddy during the World 
War II. The idea of launching a new Scheme was to 
stabilise paddy prices which were subject to wide 
fluctuations and to step up the local production of 
paddy in order to free the country from heavy 
dependence on imports for its staple food.
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The Guaranteed Price Scheme was operated on a 
voluntarj^ basis whereas the producer was free to sell 
his paddy either to Government through its agencies at 
the fixed g^aaranteed price or to the free market at any 
other price.

In 1 9 6 1, the Governriient passed an Act, entitled 
the Agricultural Products (Guaranteed Prices and Control 
of Hulling and Milling) Act, putting this Guaranteed 
Price Scheme on a statutory basis instead of on a purely 
administrative measure.

The existing procedure adopted to carry the 
guaranteed price to the producer is as follows

1. Preparation of Crop Registert
Every person vv-hose name appears in the 

Crop List is entitled to sell under the G.P.S. 
the total crop shown against his name less his 
seed requirements only,

2. Appointment of Purchasing agentss
About 4,500 co-operative societies, mostly 

multi-purpose, functioned in 1967 as purchasing 
agents under the G.P.S. and each of them Vvas 
provided with a crop register relating to the 
area at the coromencement of each purchasing 
season. These p̂ gents are under statutory 
obligation to purchase paddy from all persons 
whose names appear on the crop registers and 
to pay them the full g-uaranteed price. In so 
doing, the co-operatives have performed a very 
useful function for their members and the state.

3 . Surrender of paddy at G,P.S. stores;
Prom time to time paddy purchased by agent 

societies is delivered to the G.P.S. stores anc 
the societies are re-imbursed both the cost of 
the paddy purchased as well as the expenditure 
incurred on transport together with the com
mission of 50 cents per bushel to cover 
managerial labour and handling costs. Many 
societies have benefited from these incomes.

4. Milling;
Paddy purchased under the G.P.S, is milled 

into rice either at govermient or co-operativo 
rice mills or registered private millers.

It v̂ as reported that the comparatively 
high guaranteed prices of the past years, 
along with other incentives, have at least 
partially 'boosted' the increase of paddy 
production and achieved the objectives of the 
Scheme. The inevitable result of a high
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guaranteed price for paddy, - higher than the 
free market price, v/as that most marketable 
surplus was eventually sold to the Government. 
However, in certain areas visited by the writ'-r 
during his tour in April, 1968, there were 
private sales of paddy in the free market to 
the millers, as the guaranteed price fixed at 
that period for that particular area wa.s not 
attractive to the producers or for other reasons 
of collection, transport and storage dafficiilti;

The reduction of the monthly ricu ration from 2 
measures per person to 1 measure in the beginning of 
opened a nev/ phase in the operation of the G.P.S. The 
paddy market was liberalized from its almost total 
dependence on the G.P.S. supp],y and for the first time 
since the price of paddy had been fixed at Rs 12/“ per 
bushel by Government, the open market price often went 
up above the guaranteed price. Therefore, the agents 
of the G.P.S. are now being called upon to purchase 
paddy from producers in competition vvrith the private 
traders and millers. To many multi-purpose co-operative, 
this is an entirely new situation of development v/hich 
they have to face if they still wish to enjoy the income 
derived from the considerable amount of service charges 
and commissions they have been receiving under the 
G.P.S. as agents. No matter whether it is right or 
wrong, it happens that many co-operatives have been 
dependent on the incomc from those sources for the 
effective operation of their ordinary business, A 
drastic cut of this revenue would inevitably jeopardize 
many societies and therefore a reorientation of the 
business policy of the co-operatives would be necessary.

On the other hand, the Department of Agrarian 
Services has been examining the organizations available 
in the districts for the purchase of paddy with a view 
to remedying the difficulties involved. Some of the 
positive steps have been taken as followss-

1. Purchasing agents
In ccrtain areas, co-operative societies 

functioning as purchasing agents are ineffec
tive. Steps have been taken, therefore, either 
to revive these ineffective societies or arrange 
'With other societies in adjoining areas to 
establish purchasing points replacing the 
former as agents.

2• jPinancing Spcieites to purchase from producers 
in cash

It has been discovered that if the societies 
are to compete effectively with private dealers, 
they should pay ready cash to producers. S'or 
this purpose, the societies have been given 
marketing loans v/ell ahead in time from the 
People's Bank. In addition, the People’s Bank



has been providing good sociGties with rGcords 
of large scale purchases with money no sooner 
than paddy is purchased by such societies 
without waiting for the surrender of goods 
receipts.

3. Transport
The storage capacity available to socicti;?;:. 

are generally very limited and if they are to dc 
continuous purchases, there must be regular 
movements of paddy from societies to G.P.S. 
Stores. As societies may find it difficult to 
get transport locally, the Department may, wher. 
necessary, approve special rates for transport 
by cart and tractor trailers, in addition to 
lorries. In this respect a better distribution 
of storaging and milling netv/ork for paddy is 
essential in order to cope with the effective 
business operation of the society agents.

4- Purchases on crop lists
Purchases are to be made from anyone and 

will not be limited by crop lists. This opens 
the way for the societies, on behalf of the 
Department, to go into the free market and may 
exert certain influence on sustaining a reason
able price level beneficial to the paddy 
growers.

The objective of all these measures has been to 
ensure that the G.P.S. is made ready to purchase paddy 

■ from producers when the market price settles at Rs 12/- 
per bushel. If the market price is above the official 
fixed level, it is natural that producers will sell 
outside the G.P.S. , but the G.P.S. will ens\ire that no 
producer will get less than Rs 12/- per bushel as 
guaranteed under the Scheme.

(B) SUBSIDIARY POOD CROPS
V̂ ith the inauguration of the Guaranteed Price 

Scheme, several agricultural products other than paddy 
have been brought under the said Scheme. The prim.ary 
objective has been to stimulate doinestic productioxi by 
the adoption of price supporting measures for the vast 
number of farmers who supplemented their income from 
certain types of cultivation such a.c maize, kurakkan, 
sorgham, mustard and gingelly, etc, produced in the 
dry zone. Similarly, import substitution as a mea.ns 
of saving foreign exchange was also responsible for 
the selection of crops like chillies, red onions and 
pulses, etc. The G.P.S. has already covered 19 items 
of foodstaffs under its protective umbrella and to 
certain extent the multi-purpose co-operative have 
been instrumental to the effective functioning of the 
Schemes.
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3 . Agricultural Credit;
In Ceylon, from 1947 to 1956, the granting of loa.ns to 

cultivators and agricultural co-operatives for the production 
storage and marketing of agricultural crops and livestocks 
v/as channeled through the co-operative agricultural produc^ 
tion and sales societies. The nuinbcr of these sooiBiries 
was then only 955 v/ith a total membership of about 24-0,000 
persons. In 1957? the multi-purpose co-operative system war. 
vigorously reconHuended, combining both consiomer and produce::- 
activities to be operated in more compact areas. This type 
of MPCS has ever since replaced, more or less, the above 
mentioned type of CAP & S Societies. The number of multi
purpose co-operatives rose to 5,053 in 1965 with a total 
membership of 863j74-3. Government funds have been channeled 
to these societies through the agency of government depart
ments .

Since 1957 the Department of Agrarian Services has 
handled agricultural credit as one of its functions. In 
order to be qualified for loans the following conditions 
have to be observed

1. A farmer is obliged to become a member of 
the co-operative society by purchasing at 
least one share. The value of a mailti- 
purpose co-operative society is usually 
fixed at Rs 5/- payable generally in 10 
annual instalments.

2. A member bccomes entitled to loans on 
payment of the first share capital instal
ment. Thereafter, regular payment of his 
share capital instalments is essential to 
maintain his eligibility for receiving 
further loans.

3 . Failure to repay loans taken earlier by 
the due date would render a member dis
qualified for getting further credit from 
his society.

4. The maximum credit limit for a member was 
fixed at five times his share holding and, 
as most members had only one share in his 
society, the maximum credit limit of an 
individual farmer was generally limited
to Rs 250/-. This condition of loan advances 
is, in fact, not realistic in the sense that 
consideration has not been given to the actual 
needs of the farmers and their personal 
character etc., and therefore, there arc 
cases where this limit has been ignored.
Even those who failed to repay their loans 
have been given further credit under special 
circiamstances.
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According to record, the amount of loans granted between 
1947 and 1963 (September 30), totalled Rs 192,555,392/- and 
the total amount repaid reached a figure of 81.1'̂ , while out 
of the residue of 12.9% outstanding, approximately 9.4% was 
regarded as defaulted.

In 1963? a committee to review the credit scheme was 
appointed by the Ministry of Agriculture, ~̂ ood and Co
operatives. This committee recoiranended certain changes which 
were intended to expand the flow of institutional credit so 
as to intensify agricultural production as well as to strengthen 
the procedure for loan recovery and supervision of credit.

The liberalization of the credit scheme in 1963 without 
implementation of the tighter recovery measures had resulted 
a much greater percentage of default of loans repayment in 
following years. It was observed that since the implementation
of the expanded credit scheme in 1963, loans in default have
increased rapidly. Two main reasons were given;-

1. While loan procedures have been simplified from
time to time, procedures and powers of recovery
have not been adequate to cope with an increasing
volume of credit.

2. Since the expanded credit scheme of 1963 was 
operated by a G-ovemment Department - that is, 
the Agrarian Services Department, there appears 
to be a tendency on the part of the 'beneficiaries 
to treat the grant of credit more as a welfare 
measure than as a commercial proposition.

In view of the fact that the People’s Bank has been set 
up primarily for the purpose of financing the co-operative 
movement and the provision of rural credit, the committee, 
therefore, recommended that credit which hitherto granted 
directly by the Department of Agrarian Services should, in 
future, be channelled through the People’s Bank or any other 
Bank which is prepared to come into this scheme. It was 
regarded that the granting of loans to the rural sector 
should be a function of the banking system proper and as a 
business proposition.

The Committee also made other recommendations
1. All credit given by the Banks under the proposed 

scheme be guaranteed by the Central Bank on behalf 
of the Government, Loans were to be m.ade to 
cultivator under this scheme at a maximum rate
of interest of 12% per year;

2. All outstanding and unrepaid loans issued prior 
to 1958/59 which were given to co-operative 
agricultural production and sales societies 
should be written off. The bulk of these loans 
v;ere in fact given to'G.A.P. and S. Societies 
which were no longer in existence, and the 
debtors no longer traceable;
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3 . In respect of subsequent years, loans given in areas 
where there was a total or partial crop failure v/ero 
also to be written off. The Agrarian Services 
IDepartiTicnt could determine, in consultation v/ith 
the Agriculture Department, the seasons and areas
to which these v/rite-offs should apply |

4. V/hen the Banking system takes over the granting of 
agricultural credit, the defaults in respect of 
loans under the old scheme should not preclude the 
grant of fresh loans either to Societies or to 
individual persons;

5. The Commissioner of Agrarian Services should prepare 
a list of the outstanding loans after the concessions 
referred to in (3 ) and (4) above have been made. 
Thereafter, societies should be informed that 
Government would consider the writing off of those 
loans in respect of those societies v,rhose repayment 
under the new scheme for the first three years of 
its operation were satisfactory 5

6. The Banks should be given a generous commission on 
all old loans in default which they were able to 
recover from societies; and

7 . All loans to societies will be supplied on the basis
of a village production plan prepared by the Food 
Production overseer in consultation with each 
Cultivation Cormaittee in the area of the society.
A greater degree of supervision over the use of 
loans will be exercised imder the new Scheme and 
the extension officers of the Departments concerned 
will be given specific tasks for the fulfilment of 
the village production plan. All loan operations 
will be on the basis of a specific time-table, so 
that loans to any society will be approved before 
the commencement of the cultivation season.

The writer was given to understand that the Government has
put this proposal into operation from Maha 1967/68 onwards and 
during his tour in the districts in March/April, 1968 campaigns 
for repayment of the loans advanced imder the new system v/ere 
launched by the departments concerned through the MFCS organiza
tions. It is to be noted that agricultural credit is a component 
part of the Agricultural Development Proposals, 1965-70. 
Evidently, MPOS have an important role to play in the effective 
utilization of the credit made available by the Government. In 
this connection, village cultivation committees, extension 
officers, food production overseers as well as officers of the 
Banks are all intimately concerned with the realization of the 
objectives as set out in the above-mentioned Proposals, Unless 
a very effective co-ordination and collaboration could be worked 
out and rational village production plans properly fomulated 
and supervised, the problems facing the societies and their 
members with regard to agricultural credit would not be solved 
easily and satisfactorily, Further comments would be enumerated 
in the concluding chapter of this report.
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4. Subsidy Scheme for Paddy Fertilizer;
Paddy cultivators arc supplied with inorganic fertilise] 

by the G-overnment through the Department of Agrarian Service: 
under a subsidy scheme in two levels; under 50% subsidy and 
■■onder 33i% subsidy, respectively. Co-operative societies, 
cultivation conmiittees, and individual cultivators singly 
or in groups are entitled to purchase fertilizer at 50%- 
subsidy by pre-payment of the balance 50% in cash, Y/horeas 
co-operative societies arc also entitled to purchase theii; 
requirements of fertilizer initially on loan at 333% subsidy 
and get such subsidy and loan converted to the 50% subsidy 
and cash purchases provided 50% of the value is paid to the 
Department of Agrarian Services v/ithin 45 days from date of 
purchase.

Co-operative societies and cultivation committees which 
buy fertilizer on 50% subsidy with their own funds could 
either sell to their members in cash or on loan with an 
interest rate not exceeding 10% and pass on the same sub
sidy to the cultivator.

It is to be noted that as mentioned earlier paddy 
cultivator individually or in groups could purchase ferti
lizer from the Department at 50% subsidy on direct payment 
of balance 50% in cash, without going through the cultiva
tion coiomittee or the co-operative society. The writer has 
not been able to obtain the figure of purchases going 
through this channel, but it is evident that the Department 
has opened outlets of its distribution of fertilizer to the 
cultivators in a rather liberal way which may not be con
ducive to the efficiency of management. Especially, 
cultivation committees are not business orga.nizations and 
it is not proper for them to handle business transactions 
which may involve risk of financial loss to their members.
In fact, the multi-purpose co-operative societies and/or 
their unions should be made sole agents for the purchase 
and sale of fertilizer in order to release the Department 
from dealing with too many customers. This practice would 
certainly induce cultivators to join the societies as 
members,

A study of the figures showing the quantity of ferti
lizer issued under the subsidy scheme since 1950/51 up to 
1965/6 6, v/e discover that the lowest figure was 791 tons 
sold in 1 9 5 0 /5 1 with an increased amount of issue each year 
up to 1963/64 when the biggest amount of fertilizer issues 
reached 60,096 tons. Then in 1965/66 fertilizer sales fell 
to 40,485 tons which were well below the target set for 
that year. One of the major contributory factors for the 
low consumption of paddy fertilizer was said to be the 
inadequacy of the n\imber of supply points from where 
fertilizer is m.ade available to the cultivators. In order 
to remedy this situation, co-operative societies and culti
vation coinmittees have been encouraged to put up village 
fertilizer stores. At the same time private authorized 
distributors, in areas where cultivation committees or 
co-operative societies are ineffective, have been urged



-  29 -

3tribution of fertilizer. This shows that 
-L.̂ ^ i m p r o v e m e n t  of the working conditions of 

the village multi-purpose co-operativc societies and their 
unions.

to take up the dit 
there is room for

The Department of Agrarian Services has supplied sub
sidized fertilizer through its network of 75 stores at 
divisional level and through the co-operative societies and 
cultivation committees at village level, and also through 
private dealers as well. Here a simplification of the 
distribution channel is desirable and the MPCS could work 
toward this direction as a sole agent of this business 
wherever is possible.

The Ceylon Fertilizer Corporation v/hich is the sole 
supplier of fertilizer to the Department of Agrarian 
Services also had its program for the construction of 
District Stores. ¥/ith the com.pletion of the district 
level stores as well as village level stores, it is hoped 
that there would be adequacy in the distribution line of 
fertilizer in the whole coimtry, as shown in the following 
diagram;

(A) EXISTIN& CHANNEL OF FERTILIZER TRADE
1. Ceylon Fertilizer Corporation 

75 Stores (Divisional level)
2. Department of Agrarian Ser^/ices 

District Stores (District level)

3. Co-operative Societies (viUase level)Cultiva-tion Committee  ̂ ^ ^

- Private dealers in fertiliser 
(supplementary to Item 3)

(B) PROPOSED KS-ORGANIZBD CHANÎ TEL FOR THE
DISTRIBUTION 0F FERTILIZER IN CEYLON

Ceylon Fertilizer Corporation

75 Stores! (Divisional Level)

Department of Agrarian Services 
or

MPCS Unions District Stores 
(District Level)

Multi-purpose Co-operatives 
Village Stores 
(Village Level)
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5. The Crop Insurance Scheme;
The Crop Insurance Scheme in Ceylon was first intro

duced as a pilot project during the 1958/59 which was 
initially limited to cover about 28,000 acres of paddy in 
specially selected areas for an experimental period of four 
years j in order to gain sufficient experience and knowledgv.. 
as well as to test farmer reaction, before considering its 
extension to other areas.

Corimencing from the 1962/63? the Government decidcd to 
gradually extend the Scheme to cover the entire paddy acre
age in Ceylon. The necessary legislative authority for the 
opera,tion of the Scheme was provided by the Crop Insurance 
Act of 1961.

The Department of Agrarian Serv’'ices is responsible for 
the administration of the Scheme under the direction of the 
Minister of Agriculture and Pood. Cultivation Committee se‘ 
up under the Paddy Lands Act, and in other cases multi
purposes co-operative societies have been appointed as 
insurance agents at the field level. Crop insurance is 
compulsory in the areas specified by the Blinister and hence 
all persons having any interest on land within such areas 
are automatically under the Scheme. Both owners and culti
vators are included and therefore premium as well as indem
nity are based according to their respective shares of the 
crop.

The causes against v/hich insurance protection is 
offered ares

1. lack of water,
2. drought,
3. excessive water,
4. floods,
5. plant diseases,
6. insect infectations,
7. wild boar,
8. wild elephant, and
9. approved methods of farming.
In the case of crop failure, farmers arc indemnified 

to a maximum of 50% of the value of their crop. The cover
ages offered at present vary from Rs lOO/- to Rs 180/- per
acre, according to the risk and productivity of the area.

In order to provide an incentive to farmers to adopt 
special farming practices, a higher coverage is offered to 
those v/ho adopt such practices, at the same premium rate. 
These special farming practices are;-

1. row sowing or transplanted, or row transplanting,
2. use of approved fertilizer, and
3. weed and/or use of weedicides or harrow.
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The preinium rate charged to the farmer at present is 
as low as Rs 6/- per acre. This is made possible by the 
Government providing a subsidy in keeping with the policy 
that the rate charged to the farmer should not be beyond 
his paying capacity. The farmers are allowed the con
cession to pay premium after harvest. Premium is paid 
either in cash to the cultivation committee or in the form 
of paddy to multi-purpose co-operative societies when 
deliveries are made under the Guaranteed Price Scheme.
In case of damage of the crop, notice of loss should be 
given to the agent within specified period of the occurance 
to the stage of production at which the loss occurs, as well 
as in proportion to the extent of loss.

Past experience shows that the overall position of 
premium collections has been far from satisfactory.
Parmer's reaction tends to show that, va.riable rates of 
prem.iums according to the risks and higher coverages in 
relation to productivity including a greater incentive to 
those participants adopting improved methods of cultivation 
are desirable.

The present Scheme is based on a subsidy from the 
Government. It has been in operation in certain selected 
areas, covering about 200,000 acres, of 16 districts in 
the Island. A proposal for a comprehensive review of this 
Scheme has been under consideration. The practical possi
bilities of crop insurance have been amply demonstrated by 
countries like the U.S.A. and Japan which have had crop 
insurance programs for a number of years. In the case of 
Ceylon, there is no reason why that this Scheme could not 
work with success. The effective support of the multi
purpose co-operatives and the cultivation committees would 
prove to be essential in the implementation of such a 
S cheme.
Minor Irrigation Works

For the execution of the Minor Irrigation Works Program. 
every District is divided into a number of divisions, each 
under a Village Cultivation Officer. Cultivation super
intendents or technical assistants seconded from the 
Irrigation Department arc appointed to each District, both 
to supervise the work of Village Cultivation Officers and 
to give the Assistant Commissioners the necessary technical 
advice.

Before the commencement of a financial year a Priority 
List of Minor Irrigation Works to be undertaken for the year 
is prepared by the Assistant Commissioner of the District. 
After the Priority List is approved by the District Agri
cultural Committee, the teclmical staff working under the 
Assistant Comm.issioner are entrusted v/ith the task of 
preparing Estimates and Plans.



Once Plans and Estimates in respect of a Minor Irriga
tion Work have been approved, the contract is, in the first 
instance, offered to the cultivation committee of the area, 
in terms of approved Government policy. If the cultivation 
committee is prepared to take it up, the work is entrusted 
to it on an agreement at 100% of the approved Estimate.
The work proceeds therefore under the supervision of the 
Village Cultivation Officer.

In instances v\rhere a cultiva.tion coromittee does not 
take up a Minor Irrigation V/ork, public tenders are called 
and the work entrusted accordingly.

Before the final payment is made, the v;ork has to be 
inspected by the Technical Assistant/Cultivation Super
intendent and the Assistant Commissioner,

An examination of the financial provision for Minor 
Irrigation Works and actual expenditures during the past 
few years has shown that funds have been amply provided 
for this purpose, and in most cases considerable surplus 
has been recorded. It was mentioned that one of the major 
difficulties be setting the Minor Irrigation Program has 
been the difficulty of getting contractors. The cultivation 
comii'dttee as well as private contractors ha.ve often failed 
in their assignments. Perhaps it is here that the multi
purpose co-operatives or their unions could play their role 
in taking up these construction v/orks under labour contracts 
instead of appealling the tenders or cultivation committees.

Another major problem has been in connection with the 
maintenance of irrigation system by the cultivators. The 
lack of proper maintenance has resulted in maintenance cost 
soaring high in the estimates. Cultivation committees in 
their capacity as irrigation headmen are responsible for 
getting the cultivators to perform their maintenance 
services. Unfortunately, this obligation has not been 
discharged satisfactorily. There are cases of serious 
silting damages occurred, and the writer has witnessed 
this unhappy situation during his visit to the Colonisation 
Scheme areas. Perhaps an effective solution could be found 
by inviting the multi-piirpose co-operatives or their unions 
to undertake the contract work and to collect the v/ater 
fees, thereby making it a party responsible to the main
tenance of the system by mobilizing the efforts of their 
members of look after the works. As the societies are 
organizations of these cultivators who have direct benefit 
under the irrigation scheme, there is no reason that these 
people should not much concern with the proper maintenance 
of the system,

2, DEPABTIvgCNT FOR DEVELOPMEWT OP AGRICULTURAL MAMETING
This Department has been assigned the functions in formu

lating schemes for planned production and orderly marketing of 
subsidiary commercial crops such as vegetables, fruits and 
poultry industries etc.
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The Depart.uent has maintained the policy'' of the free itj.2"— 
chase of vegetables particularly to ensure satisfactory prices 
to the producers. Such purchases brought in more produce than 
could be handled through the retail outlets of the Department 
and the surplus was disposed of through the wholesale floors 
of the All Ceylon Agricultural Producers' Union. When the 
produce v/as too much to be handled even through the existing: 
floors of the Union, the Department disposed of such purchase 
by engaging in direct bulk sales to retail trades in the out- 
stations. Such a measure is not neoessarily a good marketing 
method. The established outlets for existing'wholesale dealers 
would naturally be affected. Nevertheless, as there is still 
lack of direct link of producer-consumer-societies, and the 
marketing activities of the Union concerned is still limited, 
there is little that the Department could do otherw^ise. 
Therefore, the ansv/er is two-fold: more wholesale floor and
a more expeditious way of establishing contact between different 
centres. The Government has recognized this need and has 
a,ccepted that the service can be most effectively perform.ed 
under a co-operative set up. Funds have been released to thv_; 
All Ceylon Agricultural Producers' Union to streamline its 
marketing organization and management.

In practice floor prices have been fixed by the Department 
for different varieties and grades of fruits, vegetables and 
eggs, etc. at the collecting centres or in the field and at 
places of storing or processing. The determining factor in 
fixing a floor price has been the capacity of the produce to 
be kept off the market v/hen supplies are plentiful. Thus, 
items that arc in the price list are those that can either 
be kept in storage or processed at the factory.

The All Ceylon Agricultural Producers' Union had attempt'̂  d 
to undertake off season cultivation of vegetables at various 
places of certain districts. The experience that has been 
gained is that, except for the wind-sv/ept areas of Nuwara Eliya 
and Keppitipola, it is possible to cultivate vegetables even 
during the off season provided irrigation facilities can bo 
found.

There is a Central Advisory Committee on marketing v/hich 
holds its monthly meetings where questions relating to floor 
prices, off season cultivation, assista.nce to the Union and 
Distribution Schemes for vegetables were discussed and deter
mined. These are all aspects that tend to evolve an orderly 
marketing scheme, but nothing much has been done towards this 
end. The basic difficulty is the absence of primary data, and 
the usefulness of co-operative efforts has not been tapped by 
the parties concerned.

The Department maintains cold storage rooms at various 
important points for storing surplus produce with a viev/ to 
maintaining stable prices as v/ell as for processing. It 
appears, however, that member societies of the Union should 
be encouraged to conduct direct sales at local markets and 
centralized control should not be over-emphasized with 
perishable commodities.
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Under the Agricultural Development Proposals^ 1966-70, soinc 
of the Poultry Breeding Co-operative Societies ?;ere formed. The 
Department has extended its purchases Scheme to these societies., 
Also, the purchase of eggs in the area around Negombo, Chilav/, 
Hettipala through a network of 95 multi-purpose co-operative 
societies continued to operate. Besides, the private poultry 
farmers too sold their eggs to the Department,

The Department maintains a chain of 46 depa.rtmental shops 
in addition to temporary stores opened during festival seasons 
at certain areas. The bulk of commodities sold were obtained 
in Colombo through the Pood Department a,nd Co-operative Whole
sale Es-tablishmont. The Department runs restaurants as V'/ell as 
kitchen and bakery for the supply of meals and bread, etc. The 
Depa.rtment also operates hospital supply service of raw pro
visions, fruit canning and processing. It maintains transport 
vehicles in collaboration with the fleet of lorries provided by 
the All Ceylon Agricultural Producers’ Co-operative Societies 
Union for services to ease the position relating to the shifting 
of agricultural produce. It was claimed that this Department 
has been working in close liaison with the Departments and 
organizations connected with the production and marketing of 
food items, such as Departments of Agriculture, Pood and Co
operative Development, River Valleys Development Board, the 
Uda Walawe Scheme, etc. Still, it is difficult to see while 
taking note of the meager amount of business turnover of this 
particular establishment, how the existence of such a Depart
ment is necessary if co-operatives, especially, the multi
purpose co-operatives and their unions could have been adopted 
to operate the functions as enumerated earlier,

3, THE DEPARTIVIEHT OP AGRICUITURB;
The activities of the Department of Agriculture fall under 

the following categories
1. Research,
2, Production,
5. Extension and education,
4. Engineering, and
5, Botanic gardens,

I. RESEARCH;
Its research activities cover the breeding and testing 

for improved varieties of rice, chilli, pasture grass, 
pasture legumes and vegetables, as v/ell as tobacco, cocoa 
and potato crops. It also conducts research on the appli
cation of weedicides, pesticides for plant protection e'lnd 
fertilizers trials, for testing their relative efficicncy 
on crops. Paddy planting trials are also conducted to
gether with paddy and cotton irrigation studies. With 
regard to animal husbandry and veterinary science experi
ments are mainly concerned with poultry and cattle 
industries,
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II. PRODUCTION;
The production activities of the Department chiefly 

concern with the management of the Government farms, and 
issues of planting material and breeding stock to parti
cipating farmers,

III. EXTENSION AND EDUCATIONS
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The extension effort of the Department has been me.in̂ ly 
devoted towards increasing the production of rice through 
the use of improved seed, proper fertilizer mixtures and 
suitable agro-chemicals to control pests, diseases and 
weeds. These activities had been undertaken to cover a 
total cultivated area of over one million acres in 1965/66 
Maha season and well over half a million acres in Yala,
1966. Other activities contained improved methods of paduy 
cultivation, distribution of seed paddy, issue of fertiliser 
and agro-chemicals for paddy production.

The production of subsidiary food crops such as chilli, 
maize, onions, ground nuts, etc, was also stepped up throur::! 
the extension services of the Department. Most of these 
products are purchased by the Department of Agrarian 
Services under the Guaranteed Price Scheme,

Of the commercial crops handled by the Department, 
tobacco is the main concern. Financial assistance in the 
form of loans has been given to tobacco growers through 
co-operative societies. Replanting rubber ■̂ ith cocoa was 
also given subsidy.

Issues of poultry strains and chicks v/ere also done 
through the Extension Services of the Department. There 
is a national Poultry Project in which 57 co-operative 
poultry societies are functioning within Colombo and 
Kalutara Districts. Loans have been released to the 
member-breeders. Besides, animal husbandry and veterinary 
services have been rendered by the Extension Service,
Very little has been said about co-operative efforts which 
should occupy a prominent place in extension services.

With reference to education, there are School of 
Agriculture at Kundasale and several practical farm 
schools for boys and girls. The enrolment of both types 
of schools has not been very encouraging.

Young I'armers' Clubs are quite numerous in Ceylon 
Vv'ith their affiliation to the National Council.

IV. ENGINEERING;
Engineering work of the Department covers repair work, 

tractor sei^vices, implements production and construction, 
etc.



V. BOTANIC GARDENS:
For the sale of plants, seeds, etc. the Department 

realized from the Botanic Gardens certain sums of money. 
Improvement and maintenance were made out of the Department 
budget.

4. RURAL DEVELOPMENT AND SMLL INDUSTRIES DEPARTLffiNT
This department was formed with the amalgamation of two 

departments, that is, departments of cottage industries and 
rural development in October, 1955.

The rural development program in Ceylon has been largely 
responsible for the mobilization of local self-help resources 
to supplement government assistance in the provision of a wide 
variety of felt needs of the people. This program has been 
introduced into the village through government sponsored, 
democratically constituted voluntary village organizations 
known as Rural Development Societies. Local communities are 
encouraged and guided through these organizations to partici
pate with government in the planning and execution of local 
development projects. It is evident that the activities of 
these societies, in order to be effective, must be closely 
associated with the co-operative f-unctioning in the rural 
areas.

At the end of 1966/67- financial year, there were 8,680 
rural development societies providing public amenities to 
villages oh self-help basis. The department supplements such 
self-help effort of the people with the money grant which 
seldom exceed 50% of the value of each completed project. 
Village roads, public wells and later in school buildings, 
industrial centr^^ community halls and dispensaries are 
examples of project-works undertaken by the societies with or 
without the subsidy of the Department.

In 1966 the Government launched the so-called "one thou
sand textile centre program". Large numbers of rural develop
ment socieities and other voluntary organizations such as 
comjnunity centres, co-operative societies, youth leagues,
Samaja Sanwardana Societies, etc. volunteered to undertake 
the construction of these buildings on a self-help basis in 
the form of free labour, free materials and even cash donations.

The one thousand handloom centres scheme was meant to 
provide employment to 25,000 persons and to produce 22 million 
yards of textile as its target with the passage in Parliament 
of a supplementary estimate for Rs 9,900,000 to meet the 
capital costs and training expenses.

Besides, many rural development societies participated in 
a number of Shramadana Schemes, most of which have a direct 
bearing on food cultivation. These schemes have been much 
concerned with the restoration of village tanks, clearing of 
irrigation channels and the participation in community weeding 
campaigns. A large number of societies have engaged themselves
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in other useful activities, such as .savings campaigns, organiza
tion and supervision of milk feeding centres, blood donations 
campaigns and the settlement of village disputes through con
cilia, tion boards. To be sure, these activities should in fact 
constitute the important social fmctions of multi-purpose co
operatives if they are to serve the real needs of the people 
in the e.rea conccrned.

The promotion of small industries has occupied a significant 
role in-the GoA^ornment development programs. It has been looked 
upon as an effective means of providing additional employment 
opportimities and of conserving foreign exchange through import 
substitution operations. Chief measures adopted by the depart
ment have comprised vocational training, raw material supply, 
design development, credit facilities, marketing assistance 
and co-operative organization,

For administi’ative purposes the Government has defined 
small industries as those of craftmxan's hand industry, and those 
with investment in plant and machinery exceeding Rs 10,000 of 
public sector only, (Whereas, private sector small scale 
industries come under the purview of the Development Division 
of the Ministry of Industries and Fisheries). The establislTJiient 
of 1,000 handloom textile centres, the provision of more facili
ties to cottage industrial workers to market their products 
through the establishment of more Laksalas, the training of 
toddy tappers 5 the setting up of a needlework training centre 
in every electorate, etc. are the important stops taken by the 
Department for the furtherance of its objectives.

It was noted that the handloom textile industry was 
responsible for over 50% of the current local production of 
textile supplies in Ceylon, providing full-time and part-time 
employment to approximately 78,000 weavers and helpers. Of 
63,500 handlooms, 55% are privately managed. It is undoubtedly 
that this industry offers employment opportunities to the rural 
people, specially those yo\ing girls in rural areas, supple
menting their family income. The putting-out type of home 
industry might be eventually developed with the support of 
MPGS and their unions. The multi-purpose co-operatives may 
lAndertake to supply rav/ material for production and to collect 
the finished products for sale as well as to finance the industry 
through the credit section or rural banks in collaboration with 
the textile goods section of these societies. In fact some of 
the MPCS and their unions have already operated handloom units 
successfully under the above-mentioned linking-up of business 
activities within the co-operatives. The Department is, there
fore, in the position of promoting these projects on textile 
production to meet the need of the country and realize one of 
its main objectives.

With the C,W,E. becoming the sole importer of textiles, 
the protection given to handloom sarong industry under the 
Industrial Products Act was withdrawn at the end of 1966, The 
handloom weavers will, however, be given every assistance to 
market their products through C.W.E., Multi-purpose Co-opera
tives Laksal0,s and the private trade. It is here that the
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scope of co-operative for the development of textile co-operativ. 
enterprises should be carefully planned with the idea of 
strengthening and enlarging the scope of the activities of the 
MPCS and their Union to be assisted by C.W.E. under the re
organization scheme mentioned elsewhere in this Report.

It is also to be noted that the Government has already 
banned the imports of many items of textile as a measure of 
assistance to the local industry and in keeping with the policy 
of import substitution. From the Government^s view point the 
restriction might even go further if the operation of local 
industries on these line is satisfactory. The current total 
local production only amounts to 90 million yards of textile 
goods by handlooms, powerlooms and mills, and the country 
requires an estimated cui’rent annual volume of 200 million 
yards of textiles. There is, therefore, still a long way to 
go to make the country self-sufficient, in the supply of 
textile goods.

The creation of suitable machinery to undertake functions 
of co-ordination of regulation for the textile industry as a 
whole is a matter of great concern to the Government departments 
and co-operative circles. V/ith regard to the powerloom textile 
industry, the department runs pov/erloom workshops in various 
districts of the countDry, which produced different varieties 
of textiles. The bulk of these textile products were supplied 
to the Government Store Department.

The weavers* Co-operative Unions and Societies are also 
being assisted by the department to set up their own powerloom 
workshops particularly in those areas where Government powerloorii 
workshops are not being established. Further extension along 
this line of development on co-operative basis should be desir
able, in particular, textile sections of MPCS and their Unions 
may go into this venture profitably with the assistance of the 
department. Prom the figure obtained of local production of 
textiles it is noted that the cottage and small scale sector in 
the textile industry will continue to play a major role. 
Proposals regarding the creation of suitable machinery to under
take the planning, co-ordination and regulation of the various 
major producing sectors of the textile industry as a whole have 
been put forward by some quarters. It is to be expected that 
multi-purpose co-operatives could play their leading part in 
this development.

The Department has sponsored three co-operative coir 
societies unions along the Southern coast districts with 108 
primary coir workers socieities affiliated to them. The 
Department provides financial and marketing assistance to this 
industry chiefly through these co-operatives. Every year the 
Department purchases coir yam, coir rope and coir net bags 
from these co-operatives for supply to Government departments. 
The coir workshops set up by the Department also purchased coir 
yarn from these societies for making coir mats and matting out 
of this y a m  for sale through laksalas.



The export market for Ceylon coir y am has dropped pro
gressively in recent ĵ ears chiefly due to competition from a 
cheaptir Indian product and the synthotic fibre. But the loss 
in the export market has been partly compensated for v/ith the 
expansion of the domestic demand. The future of this industry 
which at present provides more than 40,000 persons in employment 
will depend to a large extent on the introduction of better 
techniques of production including the mechanization of shopping 
and weaving and the organization of stronger units of co-opera
tives perhaps with attachment to the MPGS Unions. The National 
Industrial Co-operative Union has already established a inabboriac;: 
coir manufacturing factory which would open a new outlet not only 
for coir yarn, but also for export of the finished products.
There is a possibility that all these activities could be made 
part of the business functions of MPCS and their Unions. At 
least the Union of industrial co-operatives should make use of 
the MPCS/Unions as their collecting centres of raw materials 
and distributing agencies of their finished products. Ventures 
of a joint nature should be worked out between the parties con
cerned under the supervision and advio.e of the relevant depart
ments and the Federation of co-operatives as well as the People’s 
Bank of Ceylon,

The Department also conducts carpentry schools and needle
work centres for the tra.ining of young men and v/omen in these 
vocations so that employment opportunities could be found for 
them. Co-operatives have been form-ed by these people and the 
Department generally provides both financia.1 and marketing 
assistance to these societies. It should not be too difficult 
for the MPCS to participate in this v;ork by setting up special 
business sections in their establishments to undertake this 
kind of functions. The same could be applied to pottery and 
other industries which have been operated through the co
operatives.

The grov/th of small industries is dependent on the avail
ability of ready markets for their products. The growing net
work of multi-purpose co-operatives and their unions should be 
able to meet a large part of this demand. As an additional 
measure of assistance to small industries, all government 
departments and state corporations are required to give pre
ference to cottage>industrial products in obtaining their store 
requirements. It is interesting to note that with regard to 
the co-operative development of small industries, the Department 
has a separate division for industrial co-operative development 
under an Assistant Commissioner released by the Department of 
Co-operative Development together with certain number of 
inspectors. This Division is in charge of the organization, 
supervision, and audit of the co-operatives in the country 
except those in eight districts which are under the care of 
local resident Assistant Commissioners of the Co-operative 
Development Department. This peculiar arrangement should be 
avoided with a view to streamlining these services in order to 
prevent confusion o.nd irregularity of co-operative administration 
and control.
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Statistics of industrial co-operatives and their unions 
are given belows~

No. of Textiles Mat Coir Pottery Carpentry Other Total
Soc, 542 14 96 85 234 196 1162
membership 57431 923 5387 2575 4739 4030 7608̂ ;

owned capit,
In Rupees (Thousand) 

. 3954 51 188 268 602 173 10570
borrowed 5971 4 72 33 175 616 7171capital
sales 25659 111 1543 451 2765 883 31412
stock in 5283 8 67 42 389 305 5994
trade 
cost of 709 5 29 36 101 105 985
management 
nett profit 756. 3 20 25 73 5 871

Industrial
Oo-operative Unions

(1963/1966)
No. of Unions 
membership'^

Paid up share capital 
Working capital 
Stock in trade 
Purchases 
Sales
Nett Profit

32
5493"̂  (Evidently was 

open to other 
types of 
societies)

Rs. 393,222 
Rs. 14,975,174 
Rs. 6,906,688 
Rs. 45,385,294 
Rs. 52,044,333 
Rs. 1,136,124



CHAPTER V

THE DEVELOPMENT OP THE OTLTI-PURPOSE 
CO-OPERATIVE ORGANIZATIONS.

- A Record of Field Surveys -
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In Ceylon, multi-purpose co-operative societies have been 
assigned to provide coimnon facilities to the villagers, which may 
consist of the provision of credit, the supply of agricultural or 
industrial requisites for production and the processing and marketing 
of products as well as the supply of consumer requirements. In some 
cases, multi-purpose co-operative societies have also been given the 
task to imdertake producers* activities \mder a collective enterprise 
system where workers and employers are the members themselves.
(sees- P. E. Weeramans- The Role of the Co-operative Sector in the 
Agricultural and Industrial Development of Ceylon. - People’s Bank 
Publication No,1).

As enumerateri earlier, the multi-purpose co-operative scheme 
was started as the policy of the Government in 1957. The philosophy 
behind the scheme and the practice in implementing it have been 
widely accepted not only in Ceylon, but also in many other countries, 
especially in Asia. The agricultural co-operatives in Japan and the 
Farmers* Association in Taiwan have been the most prominent examples 
of this pattern of co-operative development for many years. It is 
interesting to note that in the history of co-operative movement, 
multi-purpose functions of co-operatives have been accepted as a 
rule rather than an exception. The Rochdale Pioneer Society has 
been in fact since its inception a multi-purpose organization rather 
than simply a stores society. With the development of industriali
zation in England and later in Europe, co-operatives tended to 
develop along the line of specialization and since then single 
purpose societies have prevailed. Even so, their secondary and 
tertiary organizations have been uniquely multi-purpose in nature 
and scope. English C.W.S. is an example. Co-operatives, as economic 
and social organizations for the people, of the people and by the 
people, they should be able to cater as far as possible for the 
entire needs of their people who have the interest to join them. 
People*s needs are varied and diverse and therefore it is logical 
to assume that the co-operative organizations, to be effective and 
useful, they should be fully equipped to cope with these servicing 
problems. The case is more so in imder-developed rural areas where 
resources are limited, and size of business is small, and the 
leadership is lacking.

The planners of the multi-purpose co-operative organizations 
in Ceylon have envisaged that it is essential that the entirety of a 
cultivator’s economic problems should be solved by his co-operative 
society if the latter is going out to win the support and loyalty of 
the former when he joins the society. That is so in the case of 
village shopkeepers throughout Asia who are generally well equipped 
and prepared to serve their village customers as producers and 
consumers by playing the role of financiers, marketers and retailers, 
in order to cope with the entire needs of the village comjnunity.
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So the multi-purpose co-operative scheme was brought in under the 
same pattern of activities as practised traditionally by village 
shopkeepers. Within the MPCS, the necessary consumer and production 
credit could be given in kind from the consumer stores and supply 
sections of the I'.IPCS so that the society's turnover is increased.
The marketing section, if properly managed, could purchase and re
sell members’ cash produce through pooling system as commission 
agents on behalf of membors-producers. The great pity was that 
quite a nianber of the multi-purpose co-operatives in Ceylon are 
not truly multi-purpose in character. Many of them inherited the 
inertia of the former organization and performed the same fimction 
as if they had not been converted into MPCS, This practice really 
damages the usefulness of the new system and confuses the operations 
as effective organizations. To repeat once again, it is only when 
the entirety or most of a member’s economic needs are satisfactorily 
met by his multi-purpose co-operative that such a member would remain 
a loyal co-operator in his organization. To-day, as the former 
Commissioner put it, "almost every co-operator’s loyalty is divided 
between his co-operative and his private creditor". This shows that 
there are problems involved in the functioning of the multi-purpose 
co-operatives, which need further study perhaps through Inacro as 
well as Macro analyses and approaches in order to find the solution. 
For it is only the fullest use of the MPCS and its supporting 
institutions, governmental or otherwise, that can save the culti- 
vator-peasant from being neglected. The supporting institutions 
on the other hand will only be able in their part to go all out to 
help put the peasants on their feet. When the latter are properly 
and effectively organized in their own co-operatives.

In order to furnish us a better insight of the organizational 
structure and functioning of the multi-purpose co-operatives in 
Ceylon, the following are some of the brief accoiAnts of the 
field surveys;-
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(5) OTHER STATUTORY BODIES AND APEX 
CO-OPERATIVE ORGANIZATIONS

(A) PEOPLE'S BANK OP CEYLON

The People's Bank of Ceylon was established by an Act of 
Parliament in 1961. This Act was enacted to repeal the Co-operative 
Federal Bank of Ceylon, Ltd. (Pinancial Aid) Ordinance of 1947 and 
to make consequential amendments to the Co-operative Societies 
Ordinance. Among the main objects of the newly created Bank are 
the development of the co-operative movement in general and the 
promotion of agricultural credit and rural banking system iii parti
cular. This Bank also provides all sectors of the economy with a 
complete commercial banking service with agents and correspondents 
throughout the country and other principal centres abroad.

Within the span of a few years of existence the People's 
Bank has developed into one of the leading banks in Ceylon and has 
the largest network of branches with a growing number of affiliated 
rural banks attached to the multi-purpose co-operative societies or 
their -unions.

In carjrying out its purposes the Bank may exercise various 
powers including the foilowing

(a) to grant short-term, medium-term and long-term loans 
and other accommodation to co-operative societies, 
approved societies and cultivation committees; the 
same kinds of loans could also be extended to co
operative societies, approved societies, cultivation 
committees and individuals for constructing, repairing 
or renovating buildings; any person who intends to 
carry on or is carrying on any agricultural, 
industrial or business mdertaking which in the 
opinion of the Board of Directors of the Bank,
is a small undertaking may also apply for loans; 
in addition, short-term loans may be granted to 
persons resident in rural areas for the purchase 
of articles necessary for their personal or domestic 
requirements;

(b) to carry on and transact, subject to such modifications 
and exceptions as may be prescribed, the kinds of 
business similar to those carried on and transacted
by the Bank of Ceylon under the Bank of Ceylon 
Ordinance of 1938;

(c) to carry on the business of a pawnbroker subject 
to such conditions as may be prescribed;

(d) to provide technical assistance to any person to 
whom the Bank grants any loan or overdraft, and 
to imdertake or sponsor the training of persons 
in assessing the value of land and the credit 
worthiness of loans, in assaying gold, in baiiking 
and in finance;
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(e) to acquire, hold, take or give on lease or hire, 
mortgage, pledge and sell or otherwise dispose of 
any immovable or movable property? and

(f) to invest the idle funds of the Bank in such 
securities as the Board of Directors of the Bank 
may consider appropriate.

The Bank, however, shall not exercise the power to grant 
loans, overdrafts and other accommodation to persons other than 
co-operative societies until the Minister approves of the exercise 
of that power generally or in respect of such classes of approved 
societies or cultivation committees or classes of other persons as 
he may from time to time determine. In this case the Minister will 
have to seek the advice of the Board of Directors of the Bank before 
any concession of this nature should be granted.

The general supervision, control and administration of the 
affairs and business of the Bank are invested in the Board of 
Directors of the Bank consisting the following direo-bors:-

(1) The Comiaissioner of Co-operative Development v/ho 
shall be the ex-officio directori

(2) Two directors appointed by the Minister;
(3) One director appointed by the Minister for the 

time being in charge of the subject of rural 
development I

(4) One director appointed by the Minister of Finance; and
(5) Three directors appointed or elected as provided 

by the Act.
The general body of the Banlc consists of the Secretary/ to 

the Treasury, the members of the Board and the persons electcd by 
co-operative societies which are shareholders of the Banlc to re
present such societies in that body. The numbar of persons who maj/ 
be elected by these co-operative societies and the procedure to be 
followed in the election of such persons are to be proscribed by 
regulations.

Vlith regard to the share capital of the Bank, the Act pro
vides that the share capital shall be Rs 6,000,000, to be divided 
into 120,000 shares of Rs 50 each, 60,000 fully-paid up shares 
out of the Consolidated R m d  of Ceylon shall be alloted to the 
Secretary to the Treasury in his official capacity and he shall 
hold such shares for and on behalf or the Crown and the balance 
of the shares to be made available for subscription by co-operative 
societies.

The share capital of the Bank may, however, be increased 
from time to time by such amoimt as may be determined by resolution 
of the House of Representatives,
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No shareholder of the Bank shall sell his shares to any 
person other than a co-operative society or the Secretary to the 
Treasury in his official capacity. The Government shares may be 
sold to any co-operative society at not less than the par value of 
those shares and the proceeds be paid to the Consolidated Fund of 
Ceylon, On the other hand, the Government may purchase any such 
shares offered for sale by the co-operative societies paid out of 
the Consolidated E"und of Ceylon.

There is the provision in the Act regarding the sums to be 
granted or lent by Government to the Bank out of the Consolidated 
Fund of Ceylon in order to meet various expenses in connection with 
the establishment of the Bank and to enable the Bank for granting 
long-term or medium-term loans by the Bank,

The Bank could also raise money by requesting the Monetary 
Board of the Central Bank of Ceylon to raise on its behalf any siims 
by the issue of debentures for granting medium-term and long-tem 
loans, subject to the provisions prescribed in the Act and regula
tions made iinder the Act.

As mentioned at the outset, the People’s Bank in fact is the 
successor of the former Co-operative Federal Bank of Ceylon, Ltd., 
which was dissolved under the Act and its assets and liabilities v/er̂  
transferred to the People’s Bank.

After the Commencement of business by the Bank, no co
operative society shall, unless exempted in writing by the Com
missioner of Co-operative Development, deposit its fmids in, or 
maintain any current or deposit account with any commercial bank 
other than the Bank; and no co-operativc society shall, except 
with the written approval of the Commissioner of Co-operative 
Development, obtain a medium-term or long-term loan from any 
commercial bank other than the Bank.

Where the General Manager of the Bank is satisfied after 
an examination of the affairs of a co-operative society under the 
provision of the Act, that such co-operative society is insolvent 
or that its continuance in business is likely to result in loss 
to its creditors, he shall make a report on the affairs of such 
co-operative society to the Board, and if the Board, after con
sidering such report, is of the opinion that action shall be taken 
to dissolve and liquidate such co-operative society, the Board 
shall recommend such action to the Commissioner of Co-operative 
Development,

Where the Bank grants any loan, overdraft or other accom
modation to a co-operative society and thereafter the committee of 
that co-operative society is dissolved imder section 35A of the 
Co-operative Societies Ordinance, the Bank shall be deemed for the 
purpose of sub-sections (1) and (3) of that section, to be a suit
able and proper person to manage and administer the affairs of 
that co-operative society.

In 1965, after four years of operation of the Bank, the 
Board of Directors produced its 4-th Annual Report which gives an 
accouint of the general state of affairs of the Bank, In that 
Report, it was stated that the strength of the Bank had grown
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steadily with the setting up of 47 branches. While in the middle 
of 1967 a total of 69 branches were recorded. Through these 
branches, the Bank has been able to serve practically the rural 
areas of the whole Island. It was hinted that the successful 
implementation of the Government's agricultural development prograEB 
will to a large extent hinge, inter alia, on the banking facilities 
available to those engaged in agriculture.

As illustrated in its 1965 Annual Report, the total deposits 
of the Bank as at 30th September,,1965, stood at an amount of Rs 
267,300,000 which was made up as follov/s;-

Current Rs 178,900,000
Savings Rs 33,300,000
Fixed Rs 55,100,000

It was observed that the savings deposits ha,ve recorded an increase 
of 43.8% over the previous year's figure while the current deposits 
have increased by 2%. Fixed deposits, however, dropped by 22.8?'o.
The total domestic advances granted up to the end of the financial 
year under review was Rs 342,600,000. Of this sum, in keeping with 
the main purpose for which this Bank was established, larger per
centage had been lent to the co-operative sector, viz, 59% (Rs
188,000,000) as against 41% (Rs 136,600,000) to the public and 
private sectors.

According to its purpose, the Bank was called upon to serve 
a rural sector covering about 80% of the people of this country. 
Although it was recorded that both big business and big industry 
came of their ovm volition seeking the Bank's services, yet the 
purpose and intent of the Bank should be preserved v/ithout reducing 
its usefulness and contribution to the'economic betterment of the 
small men.

In conformity to the Finance Act of 1963, the People's Boiik 
was required to take up the responsibility of finding its own funds 
for medium and long-term loans. In addition, the Government decidcd 
to secure the Bank's services to help original owners to redeem* 
their property which were lost to them on conditional transfer 
mortgages. This added a further responsibility to the Bank.
Further, the Finance Act of 1963, by restricting pawning to 
Ceylonese, threw a challenge to the Bank to open up a number of 
Pawning Centres, many of which have been attached to the Rural 
Bank, MPCS or their unions.

The Bank has been eager.to study the needs of the rural 
areas and to render such services as seem appropriate. For 
instance, the inability of borrowers to find Income Tax payers as 
guarantors and the weakness of title to village property have led 
the Bank to inaugurate the Extended Scheme of Rural Credit. Under 
this Scheme, co-operatives of proved worth have been selected to 
grant to its members loans for agriculture, industry, housing, 
debt redemption and even consumption on the guarantee of its 
fellow-members or on the security of property, especially with 
regard to loans for the purposes of promoting agricultural pro
duction and small industries. A novel feature of this experiment, 
has been to gear repayment to the period of marketing and to make 
savings as a regular practice.
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As pointed out earlier, one of the chief purposes of the 
Bank has been to finance co-operative activities. The Bank has 
unmistakenly chosen the co-operatives as the principal instrument 
of social and economic development and it has endeavoured to assist 
the movement in the realization of its objectives.

On the other hand, public corporations have also been pro
vided the facilities offered by the Bank and most Corporations have, 
in fact, relied on the services of the Bank to a large extent. As 
an illustration, let us take the first two years of business operc,-- 
tion of the Bank. Out of a total of Rs 118,800,000 outstanding 
amount advanced to both the private and co-operative sectors, the 
distribution classified by branches of economy and expressed by 
percentages are as follows;-
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Co-oporativo Soctor (including 
farming and agriculture)

46,6%

Housing 14.
Business 11.8%
Redemption of Debt 11.5%
Agriculture 7.4%
Industries 3.9%
Pai’ming 3.5%
Consumption 0.8%
co-operatives have been financed to run their consumer

services, including textiles, while advances and overdrafts have 
also been given to labour contracts, cultivations, transport and 
the building programs of co-operatives.

The Bank also continued its policy of assisting co-operativo 
societies by granting marketing loans for the purchase of paddy andy 
thereafter of purchasing the Goods Receipts which in turn were paid 
for by the Agrarian Services Department.

Of the private sector, small industries especially those 
that were just beginning to stand on their feet were given credit 
facilities in consideration of the role that they had to play in 
the economy.

One of the significant contributions of the Bank has been 
the inauguration of the Rural Banking Scheme and the Extended 
Scheme of Rural Credit v/ith a view to assisting the development 
of the rural economy through the co-operative movement,

A Rural Bank is, in fact, the banking and credit departnent 
of a multi-purpose co-operative society established in the rural 
areas. It mobilizes local savings by accepting deposits from 
members and non-members and it grants loans to members for specified 
purposes. In some cases it also performs pawn-broking functions 
for members and non-members alike. The Rural Banking Scheme is 
proving to be an effective agency in the mobilization and manage
ment of rural financial resources for development purposes. The 
organization and fiinctioning of the Rural Banking Scheme is to 
enumerated later,
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Apart from the assistance given through the Rural Banking 
and the Extended Rural Credit Schemes, co-operative societies have 
also been financed by the People’s Bank for special production and 
marketing activities, such as poultry breeding and vegetable pro
duction, The lending policies, as it v/as declared, have been 
formulated in order to give the maximum assistance possible to 
co-operative institutions.

On the other hand, the Bank has treated a large niimber of 
State Corporations as special customers owing to the very important 
part the latter play in̂  implementing Government policies. The 
Government departments also maintain banking business transactions 
of sizeable volume with the Bank.

The private sector with its wide range of activities in 
agriculture and industry continues to receive the Bank’s assistance 
and the Bank looks forward to the private sector’s support in 
harnessing deposits for utilization in national development 
programs.

With regard to the profits and reserves of the Bank, it is 
to be noted that as an illustration, the business operations of the 
Bank during the year ended 3rd September, 1965 earned for the Bank 
a net profit of Rs 3,632,360.64 - an increase of Rs 223?585.20 over 
the previous year’s figure. After the transfer of a part of the 
profits to Reserve Accounts the Reserves of the Bank in 1965 were 
shown as follows

General Reserve Fund Rs 2,750,000/-
Special Reserve Pimd Rs 5j000,000/-
Building Fund Rs 2,300,000/-



RURAL BANKS SCHEME
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In pursuance of its policy of expansion of rural credit 
through the medium of co-operatives, the People’s Bank has in
augurated the Rural Banks Scheme. This Scheme is much wider in 
scope and functions than the programme of rural credit under the 
existing Scheme of Extended Rural Credit, and it has much to do 
with the activities of multi-purpose co-operative societies. The 
oboective of .the Scheme is to assist primary co-operatives at the 
village level by way of advances for relending to members, by 
arranging banking courses of training and by actively participating 
in the inaugural work of organizing the banking departments of these 
societies, as v/ell as by conducting ^periodical inspections of their 
operations thereafter. In collaboration with the Co
operative Development Department, the People’s Bank, through the 
Scheme, helps societies in fonnulating and implementing plans of 
social and economic development in their respective areas.

In the selection of a society, primary consideration was 
given to its capacity to undertake the functions and bear the 
expenditure involved in operating the Scheme. The following 
criteria have been applied, though not rigidly, in the selection 
of a society;-

(1) The minimum membership of a society should be around 
400 with a local potential to expand further.

(2) Subscription towards share capital should have been 
paid regularly by the members,

(3) Repayments by the society on outstanding loans tkken 
from Government Departments or other institutions 
should be satisfactory,

(4) The society should have been running at a profit,
(5) The society should have been in existence for at 

least 3 years at the time of selection,
(6) The society should have obtained or should obtain 

Marketing Agreements from all its members in terms 
of By-law 44 of the By-laws of multi-purpose co
operative societies.

Special consideration has been given to societies which 
have agencies under the Guaranteed Price Scheme for the purchase 
of paddy, and maintain consumer sections in their business 
operations.

Prior to the operation of the Scheme a selected society 
was advised to make a number of preliminary arrangements, such as 
necessary amendments to By-laws of the society, resolutions by 
General Meeting of Society to the effect that:-

(a) to set up a department styled "Rural Bank"of 
Multi-purpose Co-operative Society, Ltd.;



(b) to authorize the General Committee to appoint a sub
committee of 3 persons called "The Credit Committee", 
and delegate to it among others, the specific function 
of approving loans up to a maximiam of Rs 500/- per 
member, subject to the covering sanction of the 
General Committee5

(c) to fix the maximum credit limit of the society and 
the maximum credit limits of the members 5

(d) to appoint a Credit Officer to be in charge of the 
banking department; and

(e) to decide on the purposes for which advances will be 
granted under the Scheme, and the period of re-paymont 
for different purposes.

The General Committee of the society will have to resolve
(1 ) to open a special account in the name of the society 

styled "Rural Bank", in the nearest Branch of the 
People's Bank. The application to open the account 
has to be approved by the Assistant Commissioner of 
Co-operative Development Department;

(2) to apply to the People’s Bank for an overdraft limit 
renewable annually to be made available on the afore
said "Rural Bank" Account; and

(3 ) to utilize the funds drawn from this account 
exclusively for the purpose of lending to members 
under the Scheme and no transfers from this account 
will be made to any other account of the society.

All funds borrowed by a Society for re-lending, whatever 
the source, will be channelled to members through its banking 
department. These sources include;-

(a) The People’s Bank,
(b) Deposits of members and others, and
(c) Government Departments like the Agrarian Services, 

fisheries and Rural Development and Cottage 
Industries which lend to Societies under 
different Credit Schemes.

The banking department co-ordinates the administration of 
all these funds under an integrated system of lending. Funds from 
sources (a) and (b) will not be lent for those purposes for which 
Credit can be obtained by the Society from source (c). The com- 
partmental practice might not be feasible when one considers that_ 
a rural bank should be a bank in miniature and therefore it should 
be operated as an ordinary bank so far as its utilization of funds 
is concerned.
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All sociotics are no doubt aware of the risks involved in 
rural credit. A society's lending operations should therefore be 
based on an efficiently organized system of credit investigation 
and super'/'ision. Apart from merely safeguarding the funds advanced, 
raising standards of efficiency and productivity should be among the 
principal aims of credit policy. In this respect, therefore, some 
sort of ’’Supervised Credit" operations should be adopted.

By-law 30 (8) of Multi-purpose Co-operative Societies stipu
lates that a society should maintain economic notes on every member. 
The Department of Co-operative Development has also given detailed 
instructions on the information that should be recorded. Maintenance 
of records in the society containing comprehensive and up-to-date 
economic information regarding members is a very necessary adjunct 
of proper credit investigation.

The difficulty here is the capability of the officers who 
are responsible for carrying out this task of collecting the correct 
infonnation and analysing the data for practical purposes. It was 
stated that in assessing a proposal for a loan, the member concerned 
should be called upon to furnish details of his assets and liabilitic 
and the information obtained should be verified by suitable inquiries 
He should, be asked to provide the society with a plan of the work he 
intends undertaking together with his estimates of expenditure.
These should be carefully examined by the Credit Manager and Credit 
Committee members. Wherever necessary on-the-spot inspections 
should be conducted by these officers, assessing credit worthiness 
of the borrowers and ensuring their proper utilization of the loans.

In releasing the proceeds of loans approved, further safe
guards may be applied to ensure that funds are not wasted and are 
utilized for the declared purposes. It was even suggested that 
wherever possible it would be prudent not to release the proceeds 
all at once. This involves supervision and Supervised Credit would 
cost the society money. Supervision is not only for safeguarding 
lending security before the loan is issued but also for technical 
assistance to be rendered after the lending by the extension officert 
of Departments concerned for effective and profitable use of the 
loan. This is essential to ensure inter-dcpartmontal operational 
approach of rural economic problems.

Wiihregard to the release of proceeds of the loan, it was
cited that there were cases where the mos-t effective use of funds
can be achieved by releasing the loan in instalments, stage by 
stage. And before the release of each instalment the work already 
done can be inspected to ensure that funds have been properly 
utilized. This may prove to be a very costly and unrealistic 
procedure when considering the complexities of the production and 
marketing processes involved in each case.

Another aspect of the insurance of proper utilization of
loans was that all loans need not be given in cash. Provision of
credit for the purchase of necessities like foodstuffs, textiles, 
kerosene oil, for instance, can be in kind. Members may be per- 
niitted to make credit purchases of these items from the consumer 
section of the multi-purpose societies within fixed limits. Loans 

• in kind can also be given for certain agricultural purposes, e.g.
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items like fertilizers, implements and seeds, etc. Certain services 
also can be extended to members in like manner, e.g. a society may- 
own a tractor which can be hired to members on credit terms.

To raise standards of efficiency and productivity has boon 
stated as the principal aims of rural credit. This follows that 
supervision of the technical aspects of loan proposals apart from 
the purely financial nature would be necessary. The Officers and 
Committee of the Rural Bank should, therefore, develop the expertise 
required to advise members on more efficient and scientific methods 
of cultivation, etc. Technical supervision, however, would not be 
confined only to cultivation. In financing livestock farming, for 
example, emphasis can be placed on improvement of breeds quality, 
grass culture, etc. The difficulty here is how could the Officers 
and Committee of the Rural Bank develop these techniques in order 
to advise members on such highly technical subjects, unless 
officers of the extension services or agricultural research 
stations as well as other departments concerned would collaborate 
closely to offer materials and technical know-how needed for 
improvements.

It is, therefore, imperative that the Govemmentmust rea
lise thatimless there are technical supervision and improved 
materials available to the farmer-member-borrowers of the credit 
for improvement, this program of credit expansion in any field of 
agriculture would lose much of its usefulness. Financing should 
go hand in hand with supervision, not only in technical aspect 
but also in managerial field in order to realize the prime 
objective of lending funds to farmers in a most effective way 
with tangible results.

According to "Loan Policy of Rural Banks", loans are to be 
granted imder the Scheme subject to certain restrictions as 
follows;-

A. Production; Pood and commercial crops, small-scale
plantations, cottage industries, livestock 
farming and fishing, (Maximum loan Limit, 
Rs 2,500)

B. Housing: Construction of a new house, repairs to a
house and additions or alterations to a 
house. (Maximum Loan Limit, Rs, 2,500)

C. Debts; Redemption of loans obtained against
promissory notes and pawned articles. 
Redemption of properties under mortgages. 
(Maximum Loan Limit, Rs 2,500)

C. Consumption: Provision of credit for the purchase of
necessities. Loans for the purchase of
consumer durables like household articles 
and furnitures. (Maxim'um Loan Limit,
Rs 500)

E. Emergencies: Assistance to a member in the event of an
illness or a funeral in his family.
(Maximum Loan Limit, Rs 200).
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For the present, a member will be entitled to credit 
facilities up to a maximum of Rs 3,000/- only. Members will ha.ve 
to purchase sufficient shares in the society in terms of By-law 
55(c) to qualify for these maximum limits and share payments and should not be in arrears.

Repayment programs have been arranged by means of regular 
instalments paid monthly, quarterly, half-yearly or annually, based 
on the income patterns of individual borrowers, subject to maxim-’om 
periods classified according to purposes from 1 year, 2 years, 3 
years, 5 years, to 7 years and 10 years respectively. However, 
while fixing the instalment payments to harmonize with the income 
pattern of individual borrowers, any loan taken \inder this Scheme 
with repayment arrangement extending more than 5 years should be 
approved by the ACCD and the general body of the society v/ith 
regard to security. Other provisions ares-

(1) Loans up to a maximxam of Rs 500 may be granted purely
on personal guarantees. At least two members of the
society who are eligible to apply for loans themselves
should stand guarantee,

(2) A member can stand guarantee for two loans only,
(3) Loans over Rs 500 shall be guaranteed only against 

collateral securities,
(4) Loans, whatever the amount, where the repayment 

period exceeds 3 years, will also be granted only 
against collateral securities,

(5) Societies should, as far as possible, encourage 
members to provide life insurance cover as 
additional security for loans.

Mobilization of rural savings is one of the main functions 
of the Rural Bank. For this purpose it maintains Savings Deposit
Accounts and Fixed Deposit Accounts for members as well as non
members, The aggregate of non-members Deposits, however, should 
be within the maximum credit limit of the society.

To encourage savings, every member who applies for credit 
facilities should be required to maintain a Savings Account in the 
books of the Rural Bank, Further, the proceeds of a loan gra.ntod 
to a member should, in the first instance, be credited to his 
Saving Accoiint and not paid out to him direct in cash.

Members should also be encouraged to deposit in their 
accotmts at least part of the cash received by them on the sale 
of their produce to the society, 'in order to help create the 
banking habit among members and keep the bank operating in full 
scale. Easy v/ithdrawals from these accounts should be allowed 
so that members may not be inconvenienced. The rate of interest 
on savings accounts is to be determined by each society in con
sultation with the Co-operative Development Department and the 
People’s Bank,
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As far as possible, farmers should be allowed to pay their 
instalments in kind. This of course will mean the provision by the 
society of multi-purpose in nature of marketing and warehousing 
facilities. The ultimate aim of a society should be to provide 
full marketing facilities and services for the produce of members, 
whatever the variety.

All monies recovered as instalments should be deposited at 
least monthly in the current account of the society styled "Rural 
Bank’* at the People’s Bank so that societies should not have any 
dealing with other institutions of finance besides their own "Rural 
Bank" department.

In 19 6 6, an "Extended Scheme of Rural Credit" Program was 
implemented by the People’s Bank whereby loans may be granted to 
co-operative societies for re-lending to members for the purpose 
of production, consumption, redemption of debts and housing, 
supplementing the credit available from other sources.

Primary co-operative societies, multi-purpose or otherwise, 
recommended by the Co-operative Development Department will be 
selected for the implementation of this Scheme, after an inspection 
by the People's Bank. Among other things, steps to be taken by a 
society selected under this Scheme include the amendments of certain 
By-laws. The Committee of the society should resolve

(i) to utilize the monies obtained from the Banlc for 
implementing this Scheme only for the purpose of 
granting loans to members,

(ii) to deposit without delay in the society’s Special 
Current Account recoveries of monies from members 
and to refrain from disposing of such monies in 
any other manner.

(iii) to refrain from transferring fiinds from this account 
to any other Account of the Society.

A resolution should be adopted to obtain overdraft facili
ties from the People’s Bank for re-lending to members under this 
Scheme, specifying the limits required.

All loans to be granted by the Society under this Scheme 
require the approval of the General Committee of the Society,
It may, howeveri^ be difficult for the entire Committee to meet 
often and consider each application in detail, and the Bank 
therefore recommended the appointment of a Credit Sub-Committee 
which would fully examine each application and provide the General 
Committee with the necessary advice.

Loans may be granted to members for the following purposes:
In the case of Production Loans, since it is possible for 

members of Co-operative Societies to obtain loans for paddy culti
vation and other purposes from the Commissioner of Agrarian Services 
the Director of Rural Development and Small Industries and the 
Fisheries Department, etc., advances under this Scheme may only

- 54 -



be granted for purposes other than xnosB-ror wnicn creait; is avai.L- 
able from these Government Departments. For instance, loans may be 
granted to bring new lands under paddy cultivation and the applica
tion of scientific methods to increase yields, provided that, credit 
is not available for such schemes from other - sources, Loans granted 
for fishing, livestock farming and small-scale cottage industries 
are classified as production loans. The provision of loans for 
highland cultivation receives special emphasis in order to diver
sify the productive activities of the members.

In the cases of Consumption Loans, credit facilities are 
to be extended to members for the purchase of consumer necessities.
In societies v/hich maintain consumer sections, the members will be 
provided with consumer goods within the maximum Credit Limit fixed 
for each member by the society. Cloth and foodstuffs may be included 
in the items made available under this Scheme. Any other consumer 
articles, which the Committee thinks should be given on credit, may 
also be included under this heading. The repayment plan will depend 
on the income pattern of each member.

Building loans may also be granted for the construction or 
renovation of houses and extensions to houses and for the provision
of storage space for paddy and manure, etc.

Loans may be granted for redemption of debts created by 
mortgage of property or jewellery and on promissory notes, subjcct 
to the approval of the Committee,

Loans may be granted for Rural Electrification to a member 
for wiring his home, making a payment for service connection, and 
the security deposit.
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Per
members are

illustration purpose 
shown as follows;-

, the current limits of loans to

(a) Maximum credit 
purposes

limit for Production Rs 2,500/-

(b) Maximum credit 
purposes

limi t for Consumption Rs 500/-

(c) Maximum credit 
of Houses

limi t for Construction Rs 2,500/-

(d) Maximum credit 
of Houses

limit for Renovation Rs 500/-

(e) Maximum credit 
to Houses

limit for Extension Rs 1,000/-

(f) Maximum credit 
of Debts

limit for Redemption Rs 2,500/-

(g) Maximum credit limit for Electrification Rs 600/-
(h) Maximum credit limit for Emergencies 

such as death and illness
Rs 200/-



A member may obtain loans for more than one purpose. But 
the total amount granted to him should not exceed Rs 3,000/-. 
Purtherj the total facilities granted to a member shall be governed 
by the individual maximum Credit Limit fixed by the General Body 
of the society. Conditions for grant of loans are also prescribed 
based mainly on the regular payment of their share instalments, 
prompt repayment of their debts, their financial status, the plan 
of the project to be undertaken, etc.

Procedure for the releasing of the approved loan has been 
fully laid down in the Circular Wo. 16/66. (1966) which prescribes
various methods of releasing the loan to the borrowing member or 
his creditor or paid direct to third parties as the case may be in 
order to safeguard the proper use of the loan in accordance with 
the original plan. These detailed procedures might be difficult 
to follow in many cases either by borrowing member or his society. 
Thus it would prevoiit members in making use of the services of the 
society and the Bank under this Scheme. Especially when it is 
considered that the loans may be granted in kind by the issue of 
cement, zinc sheet, manure, etc. or in the form of services such 
as the use of tractors and other implements belonging to the 
society, the matter becomes rather complicated. Where a loan is 
approved on the mortgage of iiimiovable property, the society should 
arrange to obtain a Report on title, A priority notice,form must* 
be signed by the applicant and sent to the Lawyer together with 
the title deeds and through all legal processes involved. This 
also involves much expenditure and delay.

Again, v\?ith regard to securities, two individual guarantors 
are necessary for loans up to Rs 500/-. They should be members of 
the society. Guarantors should possess the same qualifications as 
members who are eligible to borrow from the society. For loans 
over Rs 500/~ or whose period of repayment exceeds 3 years, 
collateral security should be given in the form of a mortgage on 
property, in addition to the guarantee of two members.

Repayment of loans varied from a period of not exceeding 
one year to a period of not exceeding five years depending or, the 
nature and purpose of the loan. Loan is to be repayable in monthly 
quarterly, half-yearly or yearly instalments to be arranged by the 
Committee to suit the income patterns of the borrower. While the 
above arrangements are made for the repayment of the loan, the 
borrower will be required to deposit Rs 5/- per month, so that his 
repayments of the instalments may be further facilitated. ?/horever 
possible, societies would accept the repayments of instalments in 
kind, if the borrowers so desire. This will depend on the capacity 
of the society to provide marketing and storage facilities for the 
members,

The societies which operate this Scheme v/ill be inspected 
from time to time by Officers of the People's Bank who will have 
to prepare reports. This will be in addition to the audits and 
inspections carried out by the Co-operative Department. It v/ill 
be the responsibility of the Committee and the Sub-Committee in 
particular to ensure that the Rules and Procedures for the 
successful implom.entation of this Scheme are strictly adhered to.
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Societies, operating this Scheme, may be selected by the Bank, in 
consultation with the Co-operative and other Departments concerned, 
to implement special projects such as, vegetable and fruit culti
vation, poultry farming, cotton growing, etc, which are sponsored 
by the Bank.

It is desirable that co-operative societies should endeavour 
to build their own resources by mobilizing local deposits from 
members and others. If such a policy is carefully and progressively 
followed, it will enable the society to provide its members credit 
requirements more and more out of its own funds which, it may be 
emphasized, is a desirable end. Here again, "Supervised Credit" 
could play a useful role in the implementation of the Scheme,
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(B) THE CO-QPERA.TIVE WHOLESALE ESTABLISffl/PCNT
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During the World War II, a network of over 3,000 co-oporativ: 
stores societies were established in Ceylon mainly for the supply of 
rationed rice and other essential coimnoditics to consumers. The 
Co-operative Wholesale Establishment was creatcd in 1943 as an 
emergency sub-department of the- Co-operative Development Department 
for the purpose of procuring and supplying essential Consumer goods 
to these Co-operative Stores Societies. Later in 1950, this C.¥/.E, 
was transformed under an Act of Parliament into a Statutory Corpo
ration, a state sponsored business organization under the Ministry 
of Agriculture and Food with the following as its general objectss-

(a) to procure and supply the requirements of co
operative societies 5

(b) to carry on business as exporters and importers 
of, and as wholesale and retail dealers in, foods 
of every description, (as amended in 1 9 5 7)|

(c) to carry on any such other trade or business 
including any agricultural or industrial under
taking or the business of banking, shipping or 
insurance, as may be incidental or conducive
to the attainment of the aforesaid objects 5 and

(d) to carry on the business of insurance of every 
description including the grant of annuities 
upon human life, (as amended in 1957).

Originally the C.W.E. was set up primarily to supply goods 
and services to the co-operative movement and was closely associated 
V(/ith the Co-operative Federation of Ceylon and the Co-operative 
Department. The Annual Accounts, Auditor’s Report and a Statement 
of Affairs relating to the Administration of the Board of Directors 
of C.W.E, should be laid before a meeting of representatives of 
co-operative societies which transact business with the C.W.E.

The general supervision, control and administration of 
the affairs and business of the Establishment is vested in the 
Board of Directors consisting of not more than seven and not 
less than five members appointed by the Minister. Among-them 
three shall be so appointed from among the persons chosen for 
the purpose by the Co-operative Federation of Ceylon, Ltd. The 
Chairman and the Deputy Chairman of the Board shall be appointed 
by the Minister from among the members of the Board,

Every appointment to the staff of the board shall be made 
by the board; provided, hov/ever, that no appointment of a general 
manager, deputy manager or chief accountant shall be made, and no 
person appointed to any such office shall be dismissed, except 
with the approval in writing of the Minister,



According to 1950 Act, advances to the Board 
have been made out of the Consolidated Piind as laid down in the 
1950 Act. An initial sum of four million rupees for the purposes 
of defraying the preliminary expenses and of providing the working 
capital of the board together with an additional sum of one million 
rupees for the purpose of construction of buildings for the Estab
lishment was granted to the G,W.E, The sums paid to the Board 
constitute a loan from the Government and shall be repayable by 
the' Board within 30 years with interest at the rate of 1.5% per 
annum and in such instalments as the Minister of Finance may 
determine. In addition, a sum of Rs 3,000,000 shall be paid to 
the Board out of the Consolidated Fund as a General Reserve of the 
Board. The Board may also from time to time, with the approval of 
the Minister, borrow such sums of money as may be required for 
carrying out the objects of the Establishment, and may secure the 
repayment of any sum by the mortgage of any property of the 
Establishment.

The Co-operative Wholesale Establishment Act was again 
amended in 1966, giving the powers of the Establishment as to 
include the foilowing

(1) The Establishment shall have the power to do anything 
necessary for, or conducive or incidental to, the 
attainment of its objects, and in particular, but 
without prejudice to the generality of the power 
herein before conferred, to invest, or acquire or 
hold shares or stock, in any public company carrying 
on or engaged in or about to carry on or engage in 
any business, being a company having object similar 
or substantially similar to the objects of the 
Establishment; provided, however, that no such 
investment acquisition or holding shall be made
or entered into unless the Establishment acquires 
thereby a controlling interest in the Company.
(See section 2k).

(2) The directors of every such company referred to in 
section 2A shall be citizens of Ceylon v/ho shall 
not be Members of the Senate or the House of 
Representatives,

(3) The Minister shall report to the House of.
Representatives every investment or acquisition 
or holding of shares and stock, in any company 
referred to in section 2A and each investment,
acquisition or holding shall be deemed to have
been approved unless specifically disapproved 
by the House of Representatives within two 
months of the date on which the information 
was so reported.

As a result of foreign exchange difficulties and restric
tion of imports and the consequent need for a more equitable
distribution of the limited supply of certain goods imported by
the Government on a monopoly basis, the C.Vf.E. was held respon
sible for the importation and distribution of several of these 
commodities.
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When the C.W.E, became the solo importer of certain commo
dities it had to be responsible for supply of such commodities to 
the private sector as well. Thus, the role of the C.W.E. as a 
m.ere importer and supplier of goods to the Co-operative Sector has 
considerably changed with the handling of the monopoly imports of 
dried fish, chillies, textiles, etc. and the establishment of 
retail shops throughout the Island. Consequently, as a result of 
the expansion of business activities, the annual turnover of the
C.W.E. increased from Rs 140 million in 1956 to cover Rs 800 million 
in 19665 but at the same time the nature of this organization has 
shifted av/ay from purely an organization mainly for the co-operatives 
to a semi-G-overnment trading corporation for the services of both 
co-operative and private sectors, with its nain functions of pur
chase and sale of essential goods.

The C.W.E. has, in fact, developed into a big organization 
which contains various Departments in its extensive set up. It is 
to be noted that the organizational pattern of the C.Y/.E. has 
changed in respect of certain designations and functional respon
sibilities, as well as lines of authority and communication. This 
has been, to a large extent, due to frequent changes and unforeseen 
circumstances necessitating ad’hoc or permanent arrangements in 
changing conditions. It seems that time has come for a reassess
ment of its contribution in the performance of the C.W.E, functions, 
(Further discussion will be given in the latter part of this Report)

One of the important developments which affects the struc
ture and organization of the Co-operative Wholesale Establishment 
is the formation of joint stock companies and the investment in 
such companies in accordance with the C.W.E. (Amendment) Act of 
1966, The relationship between the C.W.E. and these companies may 
very generally be described as similar to that between a holding 
company and its subsidiary companies. Just for illustration, the 
import and wholesale distribution of textiles is now being handled 
by a Joint Stock Company, The functions of the C.W.E, Export 
Department have been taken over by another such Company. These 
changes necessitate suitable adjustments with organizational 
structure of the Establishment. Since the handing over of the 
textile business to the Joint Stock Company, the Retail Trade 
Department has opened its own Reserve Stores for the supply of 
textiles to its Retail Shops, avoiding transactions with the 
co-operatives.

With the suspension of the handing over of Retail Shops 
to Co-operative Unions and the freezing on the opening of new 
shops, the principal function of the Retail Trade Department is 
the administration of the Retail Shops situated in the various 
parts of the country. The levels of management in the Retail 
Trade Department are:-

(1) Head Office,
(2) Divisional Office,
(3) Regional Office, and
(4) Shops.
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The authorities in charge are the Deputy General Manager (Retail), 
the District Supervisor, the Regional Supervisors and the Shop 
Managers, respectively. The District and Regional supervisors 
in addition to the supervision of retail shops have the responsi
bility of acting in the capacity of the C.W.E.’s representatives 
in their respective Ranges. They have to be in contact with 
Government officials and the general public and be the source of 
information to the Head Office on the availability of goods, 
market prices, consumer preference, and other relevant information 
relating to their respective areas.

As already mentioned, the C.W.E. is a body corporate 
established by an Act of Parliament. During the early years of 
the C.W.E., it had incurred losses and apart from the initial 
working capital and Funds for the construction of buildings and 
stores, the Government has also written off over Rs 11 million 
in respect of accijimulated losses over the period, 1952-1955.

The Board of Directors of C.W.E. have a greater degree 
of freedom of action than in a Government Department. However, 
provision exists in the C.W.E. Act for the Minister who is 
responsible to the Cabinet and Parliament with regard to affairs 
of C.W.E. to give general or specific directions to the Board in 
the performance and discharge of its powers, duties and functions, 
in order to ensure the financial stability of the Establishment 
and the efficient performance of its work. The Minister may, 
whenever he considers it fit to do so,, hold an inquiry, or direct 
some person authorized by him in writing in that behalf to hold 
an inquiry, into the working and financial position of the board.

When the Minister is not satisfied with the working and 
the financial position of the board, he may, by order published 
in the Gazette -

(a) dissolve the board with effect from such date as 
may be specified ,in the Order, and

(b) appoint one or more persons tO' be the liquidator 
or liquidators of the board.

The C.W.E. has turned out to be an instrument of the 
Government policy and haf3 to conform to such policy as determined 
by the Government from time to time.

On the Subject of the C.W.E.’s relationship to the Co
operative Movement, it has already been noted that the C.W.E. - 
had originally been created for the purpose of procuring and 
supplying the requirements of co-operative societies. Despite 
the expansion of the trading activities of the Establishment 
and its limited responsibility to the private trade the relation
ship to the Co-operative Sector has not changed significantly.
The procurement and supply of the requirements of the co-operative 
societies still remain a. principal object of the Establishment,
The representatives of the Co-operative E-cderation of Ceylon on 
the Board of Directors and the requirement relating to the tabling 
of an Annual Report before a meeting of co-operative representa
tives imply a special responsibility to the co-operative imions
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and societies. The business transacted with co-operative unions 
and societies comprises about 75% of the total annual business 
turnover of this Establishment. Moreover, in the context of the 
restricted supply of controlled commodities to Co-operative Sector 
has been accepted as a principal channel of distribution of such 
commodities.,.

In accordance with the provisions of the 1950 Act, the 
Board of Directors of C.W.E. shall^ on receipt of the auditor’s 
report in eadh year, transmit a copy of such report and a state
ment of the accounts to which that report relates and a report, 
signed by the members of the board, as to the administration and 
affairs of the board, to the Commissioner of Co-operative Develop
ment who shall thereupon cause a meeting of the representatives 
of the co-operative societies which transact business with the 
Establishliient to be convened in the prescribed manner and the 
copy of the auditor’s report, the statement of accounts and the 
report of the Board to be laid before such meeting. Where any 
dispute arises between the board and any co-operative society, 
such dispute shall be referred to arbitration. The award shall 
not be called in question on any civil court.

Apart from the legal position, the C.W.E., being a Govern
ment Corporation, has, 'therefore, to recognize the vital role the 
Co-operative Sector plays in the distribution of essential goodg 
throughout the country,

, On the other hand, the C.W.E, relationship to the private 
sector may be dealt with broadly under the following aspects

(1) The obligation of the C.W.E, to supply to the Private 
Sector those commodities which are solelj’ imported by 
the C.W.E,, (excluding those which are exclusively 
distributed through co-operative unions under the 
rationing scheme;

(2) The role played by the C.W.E, in influencing the 
Private Sector at the (a) importers’ level,
(b) wholesalers' level, and \c) retailers’ 
level, when it imports and/or sells in competition 
with the Private Sector,

However, regarding monopoly imports, the C.W.E, is now the 
supplier of the Private Sector as. well. The wholesale distribution 
scheme f02? private traders commenced in January, 1966 provides for 
the channelling of certain commodities through registered whole- 
sale-dealers to private retail traders attached to them,

YiThere the C.W.E. imported comjiiodities in competition with 
the Private Sector the price and quality of the C.W.E. products 
have an influence on the mrket both wholesale and retail provided 
quantities imported are not negligible. While healthy competition 
should be the'objective, C.W.E., Retail Shops as well as co
operative societies are expected to fvxnction at the retail level 
as check-stores preventing aAti-.sociail trade practices such as 
hoarding, black-marketing etc.



On the question of the C.W.E.'s relationship with the 
public, the contact the public has with the C.W.E. at the retail 
level has to be stressed. The public image of the G.W.E. is to 
a great extent the result of the impressions the public form at 
the retail shops. Being a public concern with strong co-operative 
support, the C.W.E. should therefore, never ignore the public 
interest. Profits are certainly necessary for the continuity 
of the Establishment and to reconcile the profit element with 
the achievement of the general objects and the protection of the 
public interest is the problem. It implies a high degree of 
business efficiency, management discipline, and an appreciation 
of the principle of public accountability. This is the managerial 
problem and a matter of advisability of the C.V/.B. to go into a 
series of levels of distribution of conmodities. Profit motive 
and service may conflict in many ways, especially where there arc 
networks of MPCS and their imions in existence, duplicating or 
overlapping competition should be avoided and better co-ordination 
should be necessary.

Board of Directors with civil servants or political 
appointees as members also may be unsatisfactory for efficient 
and responsible management.

Wherever possible, Retail Stores of C.W.E, - (There were 
88 in number in various districts and miinicipalities) - should 
turn into depots for the storing of commodities destined for 
distribution to unions to their member societies. In fact, many 
local unions could be utilized as agents or depots of C.W.E, 
instead of setting up stores to do business side by side with 
the existing MPCS and their unions.
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(G) ALL QEYLON AGRIQULTUBAL PRODUCER'S UWIOH
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, .The Ceylon Agricultural Producer’s Co-operative Societies 
Union, Ltd. was registered in October, 1951. With a current 
membership of 253 societies, the Union represents about 18 thousand 
cultivators mainly dravm from the societies in Badulla, Kandy, 
Nuwara-Eliya, Matale and Gampaha areas.

This Union cper:a'-os Wholesale Marketing and collecting 
centres in certain prirjcipal and distributing areas. There is a 
Co-operative Central Market in Colombo which the Writer was given 
the privilege of a brief visit. Also, this Union has opened retail 
shops at certain municipal markets. As requested by the Government 
this Union was also responsible for the purchase of surplus China 
produce from certain districts in order to assist producers to 
dispose of their stocks at reasonably high price as the product 
could not be sold locally.

With regard to the handling of exports the Union has been 
dealing with arecanuts, while the export of fruits and flowers is 
under consideration. Besides, this Union has participated national 
fairs, supplied empties, fertilizers, seed materials, insecticides, 
pesticides, weedicides, etc. to the member-societies. More than a 
dozen of 5 tonner, 2 tonner and 1^ tonner transport vehicles have 
been deployed for the collection and distribution of the produce 
and other materials.

The annual turnover of business operations fluctuates from 
Rs 1,372,296 in 1961/62 to the^peak year of Rs 3,297,605 in 1964/65. 
The latest figure for 1966/67 was Rs 2,711,011. Although the volume 
of produce handled grows steadily, being from poundage 8,699,797 in 
1962/63 to 14,307,200 in 1964/65, the Union has been suffering a 
loss of Rs 5,792 in 1963/64, and Rs 259,555 in 1964/65. Judged 
from the figures of monthly turnover for 1965, there were consi
derable losses in eleven months totalling over Rs 170,000 with 
only a month with profits of Rs 1,833.04 in October.

In 1966, it appec^rs that, in the first half-year of 6 
months there was a gain of total profit of over Rs 71,000 and for
the 2nd half of the year. The Union suffered a loss of over Rs
25,000. There v/ere also ups and downs in 1967, with profits
gained for 9 months of the year, and losses for the other three
months.

According to the report it v\?as stated that the losses were 
sustained due to the drop in supply and heavy depreciation of tyres 
in the transport section. Perhaps it is also reasonable to say 
that the nature of the commodity handled, the management of the 
Union and the collection, distribution system may also be among 
the defects which have contributed to the losses incurred so far 
as the business operations of the Union was concerned.



This Union was governed by a 12-member Board of Management 
and administered by a staff of 106 members at the time of the 
v;riter's visit to that organization. There was an expansion schcme 
of the Union which included the following items

(A) Transport;- to.increase the number of vehicles for 
both collection and delivery of vegetables which 
would cost Rs 321,000.00.

(B) Colombo V/holesale Centre:- to be expanded to take 
in more, vegetables and to render other services, 
such,as supplying of empties fertilizers, seeds, 
carrying rubber stocks, exporting of arecanuts and 
fresh f3Tuits, handling of subsidiary agricultural 
produce, arranging for distribution of packeted 
vegetables, packing space for lorries and starting 
a transport section with a repair shop, as well as 
rehabilitation and reconditioning of the existing 
Union building which belongs to the G-overnmen't.,

Besides, centres in other parts of the coiAntry also need 
extension or structural improvement to the present premises as 
well as provision of necessary equipments. The building cost 
would reach an amount of about Rs 352,500,00, whilst the equip
ment Rs 325,500.00. It was therefore envisaged that under the 
Expansion Scheme of the Union, the total cost would be just one 
million which was given as a loan made available on 1,10.1967.
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THE NORTHEM DIVISION AGRICULTURAL PRODUCERS* 
V CO~OPEBAa?IVE UNION, LTD. ______

During the War, tho agricultural'pfbduceTs of-^he North 
of Ceylon,.. acting oii their, own spontaneously and voluntarily, 
co&bined themselves-together ,to ,s;cll, theiir'produce jointly on a 
co-operative basis and to obtain the Idighest possible price to 
the producer by eliminating the middleman. These farmers formed 
what came to be known as the. Co-operative Agricultural Production 
and Sales Societies, Ltd.. . These Societies that came 'into being in 
the rural areas of Jaffna became the life-line of food production 
and distribution and also subserved the,,,purpose of keeping the 
cast of living low. ^

The Government began to'conceive the idea of increasing 
food production through co*-operative effort in combining production 
along with sales. It was ;this idea that made Government finance 
the C.A.P. and Sales Societies liberally, acknowledging thereby 
the effective part these societies could play in bettering the 
economic condition of the farmers.

The Northern Division, Agricultural Producers Co-operative 
■'Union, Ltd. was formed iri'Octpber, 19'41» consisting initially of 
only three C.A.P.; and Sales- Societies.’ Its membership grows year 
•b̂y .year and the area of operatiion now covers the Northern Province 
■and .Trincom^lee District... Its. objects were inter alia:-

(1) providing a means by which affiliated societies 
can express their collective views;

(2) supplying seed, fertilizer, agricultural implements 
and any other agricultural requirements to members;

(3) providing facilities to member societies in order 
to introduce scientific methods of cultivation and 
animal husbandry;

(4) purchasing, collecting, grading, processing, bulking, 
transporting and selling of produce of affiliated 
societies and of the members of the affiliated 
societies; and

(5) doing all such other things as are incidental or 
conducive to the attainment of the above objects.

The 6 Union is the agent of the Commissioner of Pood Supplies for 
all agricultural Products lender the Guaranteed Price Scheme in the 
area. It has been the principal promoter in stepping up the onion 
production from 2^ of the total national requirement in 1942 to 
near 50% in 1952 and near self-sufficiency in 1960s.

Now nearly all C.A.P. and S. Societies in. Jaffna are its 
members; in addition, it has enlisted a Plantain Production and 
Sales Societies which supplies large quantities of fruits weekly 
to the Marketing Department for its contract distribution. Its 
activities as a Union are in the best tradition of secondary



co-operative activity by any standard. Its "'oUiercontribution to 
agricultural development was the establishment of a tractor station 
wj.th large teams of tractors and all necessary facilities. As an 
illustration the financial resources it had built up in its first 
ten years of operation reaching an amount of over Rs 5 lakhs of- 
working capital, nearly Rs 10 lakhs tunaover and accumulated 
reserve of Rs 3 lakhs. These are impressive enough to make its 
example worthy of emulation by agricultural Unions elsewhere in 
the Island. It has also in fact paved the way for the development 
of the MPCS movement later developed since 1957,

Onion production sponsored by this Union has contributed 
much to the self-sufficiency of this item of food for the Island 
withfjnore experience in regard' to the preservation of onions and 
greater storage facilities by cultivators and with judicious 
marketing arrangements and enhanced guaranteed prices,

. Plantain cultivation and the marketing of firuits have also 
been promoted successfully by this Union with the formation of the 
co-operative plantain society which became the main supplier of 
the fruit to hospitals, schools and other institutions through 
the Marketing Department.

Besides, this Union and its affiliated societies have 
proved themselves to be reliable and efficient agencies to the 
Co-operative Wholesale Establishment and Government Departments 
in business transactions imder the Guaranteed Price Scheme,
Internal Purchase Scheme, etc.

This Union sends its surplus vegetables to the Co-operative 
Central Market in Colombo and maintains good trade relationship 
between them. With better and more flexible arrangement and 
management perhaps the Co-operative Central Market would be able 
to cope with its diverse interests and bring about better co
ordination of effort necessary to make it serve its purpose.
It was interesting to note that the Colombo Co-operative Stores 
Societies Union, Ltd. has taken a linking-up position whereas a 
Consumer organization has become in effect the agent of production 
societies sponsoring the cause of the producers.

At the instance of the Union, cultivators are able to get 
various assistance in the form of:-

(a) financial assistance on easy terms for various
purposes, .

(b) supply of seeds, insecticides and agricultural 
implements, barbed wires, fertilizers, irrigation 
pumps and even draught animals,

(c) the sponsoring of the making of onion-koodus, 
thereby affording the peasantry a means of 
subsidiary income, and

(d) tractor - service station with ancillary equipment 
ploughing at nominal rates, thereby laying the 
foundation for intensive mechanized cultivation
in the area.
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(D) CEYOT COCONUt PRODUCERS '- C'0-.OPERA.TIVE 
' SOCIETIES UNI(^,.L'KD.r , V : ;

Qeyl.on Coconu-t'E'roducers’ Co-opei’a.tive Societies. Union 
Ltd, was., :^i^istere4 in April, 1942, with itsjo^fiqe at| Colombo., Its 
membership: consists of 19 societies with a share capital amounting 
to Rs 73,937«23 aV the time of tlie writer's visit to that Union in 
early March, 15S8, The value of fixed assets of this Union, how
ever has. reached the amount of Rŝ  737,175.59, consisting of land, 
buildings and machinery, etc. Out of these 19^member societies, 
five ovm:desiccated cocqnut and oil manufacturing mills. .These 
five societies have a total membership of ,4,201 coconut producers 
who altogether cultivate 34,481 acres ofland. Their 'total share 
capital amount to Rs 735,933.18, and the value of fixed assets,
Rs 1,756,345.45, respectively.

. Th,Q Union,.itself-, owns three manufacturing .mills, the ,total 
cost of .which, amounts to .Rs'601,025,06.: In the past, the business
activities of the Union mainly concerned with the exportation of 
coconut products, v/hich ha", to bo discontinued due to the deoline 
of prices in international.market and the increase of demand in 
domestic• marketso ... . T

.Therefore 5 : the present business policy of the Union is to 
cater for the loc:J. need of all major coconut products, such as 
fresh coconuts, coconut oil, and poonac, etc. and the present pro- 
duction^.of the U.nion̂ 's own mills ..hâ  been found just sufficient to 
me^t:,the local demand,.

, The,. Union, has also started a factory to produce washing 
soap_ f or, which the second grade of co,conut oil is completely " 
utilised. ThiS: activity: started with an output of 1,700 lbs of 
soap per month., and developed into, an average, production of 
26,970 lbs , per „,m9nth at the present, Thi's businesa has become 
■,;,pne of. the-rUnioxi,'s major,, projects of. its development.

Coconut oil sold through the Union is distributed to all 
the multi“.purpose cO”Operatives in bulk f o m  as well as in small 
containers of one pint bottles, and 1, 4 and 5 gallon tins. The 
dealing might be easier for the Union if its distribution of oil 
is to go tô  the unions of multi-purpose co-operative societies 
and let these unions in turn serve their member-societies and 
consumers. This would certainly reduce the cost of marketing to 
all parties concerned, and therefore cheaper price of oil to 
benefiti-mepabers. ■

It is to be noted that this Union has obtained the services 
of an Assistant Co-operative Commissioper seconded from the Depart
ment Co-operative Development., The same case applies to the ail 
Ceylon Agricultural Producers'' Societies Union^ Central Market at 
Colombo which has as its Manager seconded from'the Co-operative 
Development Department. The merits or demerits. of_su,c.h a practice 
is to be discussed latter in this Report, ,
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The Ceylon Co-operative Industries Union, Ltd., was a 
federation organization registered in 1964 with an initial member
ship of 20 multi-purpose co-operative unions and multi-purpose co
operative societies. Its membership ihcreased to 56 multi-purpose 
co-operative unions and 2 multi-purpose co-operative societies the 
following year (196'5)} with three more unions seeking admission to 
membership.

According to the By-lav/s of this Union, the following are 
its ob;iects:-

(a) to provide advisory services and other facilities to 
member societies to organize and carry on industries 
either by themselves or in partnership with other 
persons;

■,'t i: '
(b) to organize and carry on industries either by itself 

or in partnership with other persons in order to 
facilitate the operations ofi member societies, 
provided that the Co-operative Commissioner's 
prior approval is obtained before engaging in
any industry; and

(c) to promote the development of industries according 
to co-operative principles in the interest of member 
societies or members of member societies.

In pursuance of its objects the Union shall have the power, 
in accordance with these By-laws and subject to the law,governing 
Co-operative,Societies:-

(a) to organize and operate schemes of thrift and
savings; to receive deposits; to issue debentures 
and to take all such steps as may be necessary to 
raise funds; ;,

(b) to import, store and distribute all such raw 
material, machinery and other things as may be 
required by the Union or its member-societies;

'(c) to store, process and market the industrial products 
of itself and its member-societies;

(d) to establish and operate factories, workshops, 
stores and sales rooms;

(e) to engage in research, publicity, extension and 
the training of personnel;

(f) to act as agents of the member-societies as 
necessary;

(g) to grant loans to member-societies;



(h) to acquire, purchase, sell-, hire, rent, let, lease
and mortgage land, buildings, plant and machinery 
and to construct buildings, ■install'■maGhinery, and 
pledge security; ...... .

(i) to transact business with non-members in so far as 
is necessary to facilitate the operations of the 
Uni on'5 and

(j) to do all that is necessary, incidentalconducive 
..w j . to the attainment of ;its objects, ' " ' - ''''
Evidently, these pov/ers of the Union are rather extensive, 

ambitious and diversified. Whether better concentration of 
functions and closer co-ordination with the C.W.E. would do good 
to all parties concerned is a problem for discussion. While in 
the field of establishing factories, workshops of its own, 
these activities might lead the Union into the field of manufacturing 
and processing Benii-finished products for supply to its member 
societies :^or-industrial purposes, or simply for the manufacturing 
of commodities for sale as consumer goods to the Community. There 
is another point that overlapping of business activities would 
have to be avoided with the CoW.E. so far as imports of production 
requirements and the manufactories are concerned.

With regard to the areas of operation it"is noted that, 
being a national federal organization, the Union would naturally 
serve the whole Island. It could even go further to overseas 
markets through the collective wholesale exporting of its own 
products as well as the products of the member-societies.

According to -the By-laws.of this Union, eligibility for 
membership is made available to‘the following societies which 
agree to subscribe at least 5, shares of Rs 5,000 each share and 
paid up at least one full share upon admission,

(1) Any registered multi-purpose co-operative society 
or a Union of multi-purpose co-operative societies!

(2 ) Ahy other registered co-operative society which is 
permitted by its By-laws to supply the requirements 
of its members as primary producers or consumers, 
or to engage in any fonn of industrial production 
or processing''of primary produce, or to engage in 
building construction, provided, however, such 
society has received the prior approval of the 
Commissioner for the purpose of admission as a 
member.

The capital of the Union shall be composed of the 
following;- ^

(1) membership share subscription of -Rs 5,000 per share 
with at least 5 shares.each member - co-operatiVe 
society;

(2 ) deposits;
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(3 ) moneys borrowed5

(4) profits realized;
(5) moneys received or reg.lized by any other means 

approved by the Commissioner.
By the end of 1965 this Union had a paid-up capital of 

Rs 4 2 4,0 0 0, an increase of Rs 189,000 over the figures for the 
previous year, 1964. The Union may out of its net profit allocate 
at lea,st 5% to a Share Transfer Fund until it reaches an amount 
equivalent to 73% of the share capital and may out of such Ptuid 
purchase - shares of past members at rates not exceeding their face 
value.

The Union is managed by a Board of Directors*" The members 
of the.'̂ loard are elected (not more than 6 persons) by the General 
Meeting and in addition the Co-operative Commissioner nominates 
not more than three persons. . . r

According to the By-laws of this Union, the rebate of 
dividends due to members shall be calculated as followst-

After allocating sums out of, the net profitg tp :the Reserve' 
Fund and any other furid as, provided herein before and, for the pay
ment of any dividend and, bonusjvthe remainder of the net profit 
shall be allocated tpl each branch of activity of the Union in 
proportion of the gross profit made in each such branch and such 
portion of the net profit as is allocated to such branch of 
activity shall be distributed to members in proportion to the 
extend of each member-society’s participation in such activity 
as assessed by its purchases or sales or payments for services 
rendered by the Union provided that not profits arising from any 
loans granted to members shall not be distributed but shall instead 
be transferred to the ’Reserve Fund of the member-union.

The Reserve Fund shall be indivisible, and no member shall 
be entitled to claim a specified share in it. It shall be invested 
in a Bank approved by the Commissioner provided that with the prior 
approval of the Commissioner the entirety or a part of it may be 
utilized in the business of the Union.

With regard to the activities of this Union, it was noted 
that at the time of organization, the chief industrial project 
contemplated by the member-unions and societies was to set up 
2,400 power-looms in decentralized weaving factories. Subse
quently, the Government decided to establish 960 looms in 20 
decentralized factories of 48 power-looms each. In the meantime 
the Government made inquiries from the Union whether it could 
undertake the establishment of a integrated textile mill which 
the Government was getting on an aid from German Democratic 
Republic. After consulting its general body, this Union had 
expressed its willingness to undertake the establishment of the 
centralized textile mill as offered by the German Government.
A final deeision from Government on these projects was still 
pending at the time of the Vi?riter's visit.
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On the other hand, this Union has undertaken the establish
ment of a Rubberized Coir Industry in Ceylon at an estimated cost 
of about Rs 1 million, A factory building for this purpose has 
been constructed at a cost of Rs 100,000 and the contractor was 
the Nugegoda Multi-purpose Co-operative Societies Union. ,The 
machinery valued at Rs 529,000 was bought from Austria. The 
plant has been in operation for not so long before the writer 
visited the factory in Marche. 196B. It wa&. found that the 
different varieties of finished products have already been on the 
market 'and the: agents .appointed. There is a.hope for healthy 
development of this industry and,-trade. ;The rubberised .coir pro
duct i-® a cushing material suitable for use as rnQttresses-, -up-■ v , 
holsterihg of furniture, Lear and .bus seats, railway seats*;, etc. ,
It has been proposed to market this product abroad in addiiioii’.,. , 
to meeting the local'•demand. ' ' '

This project is expected to have linking-up foiv^ard and 
backward to a number of subsidiary industries and employment.
One sit:ich 3u,bsidi'ary; industry is the centrif^iging of rubber latex 
which will I.tee,!, a,l̂  a number of industries i both small-scale
and large-scale with export potential, Rearing the,trade,mark 
by the name of "Ceyesta", mattresses have been sold to the agents 
among whom multi-purpose co-operative societies and their unions 
have been the prbminent ones:, : ,

■ Lastly", this Union has employed a mechanical engineer who 
undertakes several engineering :ServicQs required by a number of 
member-societies and* their -unions at moderate rates. By way of 
such services^ the Union was able to earn a net income of Rs 4,585.00 
in 1965 and brought home closer ties with the member-societies.
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(1) THE DEVELOPMENT OP MULTI-PURPOSE CO-OPEIIATIVES 
 ̂̂ ANUEADHAPURA DISTRICT -

THE GENERAL ECONOMY OP THE DISTRICT

The administrative District of Anuradhapura covers an area 
of approximately 2,809 square miles (excluding area covered, by- 
major tanks). This is roughly l/9 the area of the whole Island. 
According to the last census conducted- in 1963 the total population 
in the District was 279,920,

The total extent of paddy land in the district has been 
estimated at 147,389 acres which represent about 12% of-the total 
paddy acreage in the. Island. During a good maha season about
40,000 acres are cultivable under major irrigation, 50,000 aci'es 
urider minor irrigation and 5,000 acres under rainfed conditions. 
Similarly during a good yala season approximately 30,000 acres 
are cultivable under major irrigation and 20,000 under minor 
irrigation, - In Anuradhapura District there- are 8 major irrigation 
schemes.

Most people engaged in paddy cultivation also cultivated 
quite extensively some highland crops’ particularly referred to as 
*chena’ cultivation. However, the main crops of this District 
are paddy, maize, Thala and Kurakkan. ' ’-

These general facts point to some of the fundamental 
problems/facing the peasants in the Anuradhapura District. In 
such a background, the co-operative movement had to play a vital t 
role in respect of social and economic development of the rural 
communities in Anuradhapura District.
BRIEF HISTORY OF THE CO-OPERATIVE MOVEMENT IN THE DISTRICT

The earliest societies that were organized in the District 
fell into the category■of Thrift and Credit Societies, Although 
the growth and progress of thrift and credit societies were rapid, 
it touched only fringe of the- problems affecting the members. For 
a long time, the movement was concerned only with credit serving 
the ’Credit worthy'. Very little was done, to make people credit 
worthy by adopting a general programme of economic development 
and rehabilitation. With the advent of the Second World War, 
the need for a well knit organization to help the Government in 
its distribution of essential commodities was felt very badly.
In order to meet the demand, a network of consumer cq-operatives 
was established to fulfil this task-.- Though these societies were 
voluntary In organization,., actually they were organized to perform 
the fxinctions as assigned by the Government as' its distributive 
network of essential commodities. With the end of the war, all 
marginal societies were forced to close down. The third phase 
of co-operative development occurred with the organization of;



Agricultural Producti6B ;Qr3a4-,-Sales Societies. They were primarily 
meanij to promote agrijDultural'^production by granting crcdit faci
lities and assisting in tht---marketing,.of;the produce. To help the 
peasants the Government put into operation ah Internal'Purchase 
Scheme and the Agrj.cultural Production and Sales^-deieties were - 
made agents under this scheme... Af^oor price was fixed for var-ioiis 
agricultural produce. The principaT'ofe-jec..tlve of the organization 
of the Agricultural Production and Sales S o c i e t i e ' s t o  promote 
national economic development through the increase of agricultural 
production^ ■ :Tiie ' organiz?Ltion of various types of independent 
societies at.̂ va'llage. leve^ posed tremendous problems both to the 
members and to the "Government. There -was lack, of co-ordinated 
effort by the societies for common specific purpose of improving 
the rural econoniy of the .country. It is against this background ' 
that the idea of multi-purpose co-operatives was nurtured.
MULTI-PURPOSE ..GO-OPERATIVE MOVEDJSMT , ’

In-d.956, the Ministry of Agriculture arxd Eood hinted a new 
trend in the,, co-operative movement. It'wanted a dynamic movement: 
which would .help the State to make Ceylon a s.elf-sufficient ec'onomy. 
The Ministry wanted the ’movement' to be the. chief agency of''the . 
coimtry*s rehabilitation an;! a dynamic instrument of national r; 
development.; With thi$ end in view the idea of .‘introducing thfe: 
multi-purpose co-operative scheme was mooted in Ceylon. / It'was 
stated that when the idea was first introduced it was met v̂ rith . 
mixed response from the cO-dperators. The multi-purpose co- . 
operatives were to embrace all as.pects of the economic,, activities 
of the village and if possible all aspects., of the economic and 
social life as well. It was felt that the single purpose society 
in the villages was wpak;^ separate single purpose societies may  ̂
even w(>rk at cross-purpos'es to the .detriment of the members. It 
was argued that multi-purpose societies were better fitted to 
make correct appraisals of the economic and social needs of the 
members, and counteract the possible obstacles. It was further 
felt that if ~the co-operative society was to play its part in 
rural rehabilitation,* there is need for a State participation 
and for this purpose one society in a certain area is better
suited than several individual independent societies.. Since . . ..
the various^ aspects of an economy cannot be compartmentalised, 
it was felt that one single society could embrace all of them 
or at least as many as possible. If the co-operative movement 
has to have a rehabilitation .bias owing to preponderance of lo?/ 
income groups, it deserves to some extent to be given active 
state assistance. This assistance could best be .rendered through 
.a single multi-purpose organization. It was"fUfther argued that 
the cost, in terms of human and material resources of organizing 
and managing a single multi-purpose society would be, much less 
than that of running.several.single purpose societies,"and the 
mobilization of capable pers.onnel to manage one society in a. 
village or villages would be easier and’ double membership could 
be avoided. - ■

' With.'these arguments the'Ministry of Agriculture'’and; i’ood 
launched a national campaign in 1936 to organize:.multi-purpose 
co-operative’societies in. the'Island, The target .wa'e that one 
multi-purpose society should be organized ill each .villagei.,
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When the multi-purpose idea was first mooted^ there were 
90 Thrift and Credit Societies and 47 co-operative Agricultural 
Production and Sales Societies and 53 stores societies in 
Anuradhapura District. It was decided that the best society in 
each village area should be converted into a multi-purpose society. 
New multi-purpose societies were to'be organized in other places 
where no eligible societies v/ere in existence.

As a start, large and well managed co-operative Agricultural 
Production and sales societies were selected for conversion to 
multi-purpose societies. Thirty such societies were selected,
a.nd were converted to multi-purpose societies with the area of 
operation reduced to one or two villages. However, some co
operative agricultural production and sales societies embraced 
a large area of operation nmning to about 10-15 villages. Those 
societies were mostly financially sound and had an experienced 
group of committee members, as well as skilled personnel for 
employment in day to day business administration. The conversion 
naturally involved processes of adoption and adjustment which in 
some cases had ensued difficulties and problems. In addition to 
the 30 co-operative agricultural production and sales societies,
13 well managed stores soecieties were also converted into multi
purpose co-operative societies. All the liabilities and assets 
of those original societies were passed on to the newly converted 
multi-purpose societies. In addition to these conversioDg a large 
number of, new multi-purpose societies were also organized. 
Altogether 288 multi-purpose societies were organized in this 
District.

Out of a total of 288 societies, 30 societies v\rere defunct 
and the registration of another 21 societies were cancelled due to 
bad management and •uneconomic size. Out of the total of 237 MPCS 
remaining as at present (March, 1968), 188 societies are engaged 
in consumer retail business as well as agricultural production 
work. Under agricultural development they undertake the granting 
of credit to members, the purchase of the produce and the supply 
of agricultural inputs, fertilizer and agricultural equipment to 
members. Most of these societies undertake the distribution of 
textiles as well, while four societies have extended their field 
of activities to embrace rural banking in the form of miniature 
banks, geared to granting of loans, collecting of deposits and 
also undertaking of pawn broking.

ThB capital of MPCS is generally obtained by (1) sale 
of shares, (2) deposits, (3) loans, (4) accumulfitod reserves and 
etc. The value of a share is Rs 50/-, payable in 5 annual instal
ments. The important source of capital is by way of obtaining 
loans. The movement is mainly fina.nced by the Government Depart
ments and the People’s Bank. The Government of Ceylon gives 
financial assistance to these societies through the following 
departments, such as (1) Land Commissioner, (2) Department of 
Fisheries, (3) Department of Rural Development and Small 
Industries,, .(4) Department of Agrarian Services, (5) Department 
of Co-operative Development, (6) Department of Labour and etc.



The multi-purpQs.e co-operative societies have greatly helped 
the agricultural development in.the country by providing facilities 
as enumerated below;- , ; . ,

(1) Supply of production requisites, such as fertilizers, 
improved seeds, pesticides,, implements, etc.
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(2) Supply, of credit5

(5) Arrangements for marketing and other services to enable 
the farmers to obtain a reasonable price for their 
ma,rketable surplus; and

(4) Providing storage facilities for stocking production 
supplies and farm products.

The multi-purpose societies have also been assigned to 
bear considerable responsibility in respect of the implementation 
of the Five Year Agricultural Development Programme of the Govern
ment. .

Price support for agriculture is a well known device all 
over the world. This is- widely practised in Ceylon to provide an 
incentive for inci’oased production. The Guaranteed Price, Scheme 
in Geylong dates back to the year 1948 and was born out of,the 
Internal Purchase Scheme for paddy which was in operation during 
the Second World Yifar. Under the guaranteed price scheme, the 
multi-purpose co-operative societies have been appointed as pur
chasing agents by the Government. These societies purchase the 
paddy produced in the locality and is handed over to the Governxiicnt 
Stores. The Government in turn pays the MPCS the cost of the paddy 
plus a commission of 50 cents per bushel in addition to the tra.ns- 
port charges. The operational cost to the Government is shown 
below:

Price to the producer per bushel (G.P.) Rs. 14.00
Commission to the MPCS .50
Cost of transport and handling from 
co-operative stores to GPS .50

Transport from GPS to Mill .20

Cost of milling ; .60

Transport and handling from mill to 
food stores .10

Administrative cost of the GPS .10
Cost of a bushel of paddy to Government Rs. 16.00

The various steps in the operation of the paddy marketing 
by the multi-purpose societies is shovm in the following charts-
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Th.0 entry of the co-operatives into the marketing of 
vegetables and fioiits and other subsidiary foodstuffs is rather 
recent a,nd seldom through the MPCS.
CQNGLUDIIG BEIv:IARKS

Multi-purpose societies now cover the greater part of 
every administrative district. Some of these societies have too 
large while others too small an area of operation. There has 
been no hard and fast rule regarding the size of a society or 
the limit of the area of operation to a village. It has been 
found from an analysis of results obtained in this District 
that at least 400 members are necessary for a MPCS while a total 
of 800 consumers is a minimum requirement for a stores section to 
run economically. It was argued that calculation based on these 
assumptions will be able to show how many of the MPCS are economi
cally viable at present in Ceylon.

In this district, it was stated, that the multi-purpose 
co-operatives had played an important role in the implementa,tion 
of the agricultural development programmes of the Government,
The■societies have built 36 village level,"fifty-ton fertilizer 
stores. During the last cultivation season the multi-purpose 
co-operative societies have given Rs. 12,161,808,62 as (paddy 
and subsidiary food crops) production loans to its members, and 
they have distributed 5,250 tons of fertilizers to the members 
during the last cultivation season.
(Revised note based on a report of the district Assistant

Commissioner of Co-operative Development)



lESPECTIOH NOTE; NO. 1

■'A, Kekirawa Multi-purpose .Co-operative Societies Union, Ltd.
B. Present Area of Operation;- Kalagam Palatha North, Kalagam 

Palatha South, Hurulu Palatha South and 40A Tulana (Village) 
of Central Hurulu Palatha. The Union's original area of 
operation was only Kalagam Palatha and the area was subse
quently expanded'as indicated, above since 1956.

C. Present Membership:- 71 Multi-purpose Co-operative Societies, 
among them 10 are defunct, (=14%).

D. Present Share Capital Es,9,311.50. The value of a share is 
Rs 500/- and only 38 (=5 3.5%) member societies have fully, 
subscribed their shares,-while 33 (=46,5?^) member societies 
(inclusive of the ten defunct societies) are in arrears.

. - Of the-38 member societies that have, paid up the full value 
of a share, 2 9imember societies have acquired more than one 
share. The Union has purchased through its share transfer 
fund Rs 650/-,worth of shares,

E. Number of Rice Ration Books attached through:- -
■ 9 Union
" - 52 M.P.C.S. -r Retail Branches - .29 Private A.I>,D. - TOTAL
pr ; 49,514 - 16,718 - 8,436 -74,668
P. History;- Representatives of eleven Co-operative Stores 

Societies of Kalagam Palatha held the inaugural meeting on 
2 5.1 1 .4 4 and decided to form a Union under the name, Kekirawa 
Co-operative Sotes Societies Union, Ltd. which was intended 
to be the centre for the supplies to the Primary Store’s 
societies. that;V;ere. facing hardships in getting the bare 
requirements during the Second World War. The.Union obtained 
a loan of Rs 4,000/- from the Anuradhapura Co-operative Bank 
and opened its. first Wholesale Depot on a rented out store 
at Kekirawa town on 2.1.45. By 1945 th'e membership had risen

T' .-: to Sixteen, The Union's'iDusiness had been restricted to the
Wholesale trade on rice, flour, and sugar, yet the Union had 
ma.de sucji progress financially that by 1955 the Union had 
purchased a Lorry and by 1958 the Union had put up it's own 
two-storeyed building in the half-acre block of land given 
by the Government at a cost of Rs 65,000/- with its own 
funds,. In 1958 when the Union occupied their own building 
the membership had raised to 24,
Conversion;- The years 1957 and 1958 brought a revival in the 
co-operative movement in Ceylong in converting the single 
purpose societies to multi-purpose. This change over was 
welcomed by this Union, and on 28.5.1959 the Union was 
successfully converted as the Kekirawa Multi-purpose Co
operative Societies Union, Limited.
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G. Ac'tivities:- The Union runs two wholesale depots, one at 
Kelcirawa and the other at Andiyagala which was opened in 
November 1966. These two wholesale depots handle rationed 
foodstuffs and other commodities including textiles, groceries, 
hardware, kerosene oil and agro-chemicals. The Union also runs

' ' a retail 'Store in-Its main building.
The Union has been called upon to take up responsibilities 

to operate defunct primary multi-purpose societies as need 
arises and consequently t'he tJni.on now runs 9 retail consumer 
branch depots and 10 paddy purchasing stores which undertake 
the recovery of agricultural loans due from members to their 
respective societies,

H, Management:- The original Management Committee consisted.of 
8 elected representatives of member socieities. Wit)a, the 
expansion of the area of operation in 1956 the sti’ength of 
the Committee has been increased to 13 by amendment of the 
relevant By-law, The present Committee that was elected
at the Annual General Meeting held on 8.11.67 consists of 
1 5 members. However, since 1965 the President and the 
Secretary were homina,tea by C.C.D. and R.C.S, and. ijhis 
situation continued till the last Annual General Meeting.
At present the Committee of Management consists of 13 
elected members and a nominated Secretary.

The Union's staff consists of '̂51 permanent employees 
and 12 temporary daily paid employees. Of the 51- permanent 
employees 15 are attached to the Union Office and Accounts 
section, 30 are attached to the Wholesale and Retail trade 
and the balance 6 are attached to the Transport section.

Centralized system of Accounting was introduced last 
year.and a day to day internal check is being maintained in 
the accounts section.

The Union is faced with the shortage problem of store 
acc6mmodation in the present main building- and with a. yiow 
to overcoming this ̂ the Union .has- decided to put up a two- 
storeyed building :/at'a co.st of Rs 2 5 0,000/-, The plan have 
been approved by the Town Council and has' to be submitted 
for the Approval of AX,C.DT" The Committee' is anxious to 
have this building put up within this -year. The Union has 
been able to manage with itS:,o\vn funds to date. However,

the starting of the , construc'tion of the. new. proposed 
building-- the Union wiH-^reauire to' obtain, a Bank .overdraft,
Fof' purposes of rillust.ration,''the following tables^ are 
introduced .h6reunder;-7 , . ' , - : . .
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BALANCE SHEET AS ON 6.12.67

Liabilities
Shares Rs 39,311.50
Statutory Reserve 167,946.75 
Other Reserve Fund 290,946.60 
Balance Profit 101,912.77
Employees Deposits 510.32
Tender Deposits 82.00
Transport 4,184.10
Salaries 37.50
Interest on 2,969.84
Employees Securities 
Rent 120.00
Employees Securities 47,814.34 
Employees Provident 81,321.19 
Fund ■
Employees Trade Union 48.00
Employee Credit Society 650.00 
Sundry Creditors 48,478.14
Dist. Union Contri-,, 6,539.34 
bution
Contribution Fund 7,839.34

Buildings
lorries
Furniture & Fittings 
New Building 
(initial expenses) 
Rice Mill (initial' 
expenses)
People's Bank Fixed 
Deposits
People's Bank Saving 
Deposits
People's Bank No.l
G6~op District Union 
Shares
People's Bank Shares 
Co-op Industries 
Union Shares 
Co-op Consumer Union 
Shares
Town Council Deposits 
Sundry Debtors 
Transport Suspense 
Prepaid Expenses 
Palagala Manure Store 
Kekirawa Bank No.2 
Balance
Balance Trade Stock 
Petty Cash Balance 
Cash Balance 
Bank Balance

As3sets
52,,871. C
22,,130. 25
28,, 413. bo
8,, 916'. 30
2,,614.

90,,600. 00

15,,269. '/
2:,120. n ••-L-r

801,211.73

60.00
28,600.00
2 5 ,000 .00

.5^000.00
30.00 

- 65,437.60 
26,047.80 
3,2-3 2.40 
^2,293.16 
3 ,000.00

283,499.21 
833.9v 

15,345.53 
119,895.]-]-
801,211.73

I, Business handled and results:-
1966

Purchases
Turnover
Transport
Gross Profit
Salaries
Insurance
Stationery and Printing
Travelling
Sales Tax
Profit

Rs. 5,172,589.58 
5,417,908.49 
114,450.84 
123,599.92 
88,577.00 

2 ,769.00 
8,308.00
8.744.00
9.095.00
2.452.00

1967
5,535,912.08
5,631,288.53
135,200.77
128,532.57
79,400.65
16,326.68
6,898.23
8,860.63
10,063w79

2 , 830.22



INSPECTION,NOTE; MO. 2 

EPPAWAIA IvIULTI-PURPOSE CO-OPERATIVE SOCIETY, LTD.

HISTORY OP THE SOCIETY
,  ̂ With the introductiQn of the multi-purpose co-operative
scheme in 1957, Eppawala Agricultural Production and Sales Co
operative Society, Ltd. was converted as Eppawala Multi-purpose 
Co-operative Society, Ltd„ in 1958. At the time there was another 
.co-operative, society at Eppawala, which was the Eppawala Co-opera
tive Store Society Ltd. On 18,11.58, a General Meeting of the 
Stores Society was held, and it was resolved that the assets of 
this Society was'to be handed over to the Multi-purpose Society 
in order to effect a merger of the two organizations. The value 
of the assets so handed over was Rs. 48,203.30 and the registration 
was subsequently cancelled. Originally the area of operation of 
the Agricultural Production and Sales'Society consisted of 7 
Villages. Membership of this Society at the time was 715.
However, the area of operation of the' Multi-purpOse Society at 
present consists of Eppawala, Konv;ewa, Siyanbalewa (Upper and 
Lower) and Amunukole Village only and the membership was reduced 
to XAQ. The split resulted in the registration of Multi-purpose 
SoQieties for other villages originally within the area of operation 
of the Agricultural Production and Sales Society. Y/hen Eliyadi- 
vulwewa Multi-purpose Co-operative Society became defunct the area 
of operation of the Eppawala Multi-purpose Society was extended to 
cover Eliyadivulwewa. The same fate fell upon Meduyawa and 
Ketatiala Multi-purpose Societies and the areas of these Societies 
were handed back to Eppawala Society.
Memberships- The membership of the Socicty, sinco the conversion 
into a Multi-purpose Society is given below:

Membership at the time of conversion 148
Number of new members enrolled 471

TOTAL 619
Number of member left the society - 9

Membership to date March, 1968 610

GENERAL AFFAIRS
Share Capital at 30.11.67 was Rs 20,921/-. Out of the 610 

members 49 were share - defaulters. Action was taken to recover 
the arrears.

During the visit it was discovered that the annual audit 
of the Society has been done up to 30.4.67 and the report has been 
released to the Society. This means that auditing had been carried 
out nearly one year's lag behind.
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Attendcnce at the Annual General Meetings and Spccial 
General Meetings as well as Committee Meetings have been held in 
accorda.nce with the By-laws and found to be satisfactory. It is 
to be noted that the Honarary President has been the President of 
the Society since its inception. In I960 this President was 
elected to the House of Representatives of Ceylon Parliament, 
for the Kalawewa Constituency. He has been the chairman of the 
Eppawala ICorale Village Council for over 25 years and devoted for 
his social work in the area.

The Vice-President is an experienced cultivator with 
special aptitude for the cultivation' of paddy. He is a member 
of the Eppav/ala Cultivation Committee and also takes a prominent 
place in the social activities of the area. Other Committee 
members are also experienced cultivators. Among them are members 
of the Peace Council, Cultivation Committee and Rural Development 
Societies of the Area.

Permanent staff of the Society is 17. The monthly salary 
paid to them is Rs 2,360/-. They are all contributors to the 
Employees Provident Pund. 4% of their salary is paid to the fund 
by the staff and 6% by the Society. The amounts so,collected is 
remitted monthly to the Labour Department to" be'cre'di'ted to the 
fund.

The present General Manager was formerly the Manager of 
Eppawala Co-operative Stores Society Ltd. where he served for 8 
years. With the cancellation of the registration of the Stores 
Society he was appointed the Assistant Manager of the consumer 
section of the Multi-purpose Society, who took over the post as 
General Manager, on the death' of his predecessor. The writer was 
told that the General Manager has a wide knowledge about Co-opera
tive activities. Leadership is the key note of co-operative 
success. This Society bears out as a fine example not only irx 
its strong Committee but also in its capable staff-set-up......
I. ASSETS OF THE SOCIETY

(a) Coconut Estate in Eppawala V.C. Rs 23,141.50
(b) Buildings;' Vale Depreciated Value

Paddy Stores Rs 22,404.00 Rs 6,926.89
Consumer Stores 24,449.05  ̂14,482.60
Tractor Garage 1,129.27 903.39

Stores ' ‘ 4,886.70 4,764.53
Vegetable Stores 450.00 202.05
Lavatory 272.30 94.58

TOTAL Rs 53,591.32 Rs 27,374,04



(c) Vehicles:
Lorry Rs 20,335.12 Rs 1.00
Tractor 18,884.75 1,00
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TOTAL Rb 39,217.87 Rs 2.00

(d) Furniture & Fittings:

Rs 10,640.44 Rs 4,202.56
CtRAND total Rs 54,720.10

(c) Bank Deposits;
Fixed Deposits in People’s Bank A ’pura Rs 99,963.89 
Current Acco-unt " " , ” '* Rs 50,000.00

II. BUSimSS SECTIONS mNAGED BY THE SOCIETY
A. Consumer Section,
B. Agricultural Prodcue - Purchase & Sale Section,
C. Supply Section - Agricultural Loans & Implements,
D. Rural Bank, and
E. Labour Contracts and Service Section.

A. CONSIMER SECTION
This section deals in rice, foodstuffs, ointment 

goods and textiles. In addition to these articles the 
Society does the wholesale of cement. The average sales 
per month is Rs 65,000 approximately. Although there is 

, considerable difficulty in obtaining these consumer goods, 
sufficient stocks are available for sale. There are 7,198 
Rice Ration Books Receipt by the Society for the distri
bution of rationing rice. Most of these Books belong to 
the members.

Given below are the turn-over, gross profit, goods 
leakages for the period 1.1.59 to 30.4.67, as an illustra
tion of the extent of its business operations. Other 
statistical data are also given in this note for the 
same purpose.



SHORTAGES IN
YEAR SALES aROSS PROFIT GOODS

1.1.1959
30.4.59 Rs 191,912.31 Rs 5,127.37 Rs 13.30
1959/60 608.150.09 21,530.38 538.89
1960/61 771,159.75 32,321.92 521.29
1961/62 993,907.69 39,821.52 150.62
1962/63 912,043.78 41,159.55
1963/64 774,217.38 30,148.64
1964/65 824,720.39 31,828.60 1,147.10
1965/66 ' 836,178.81 28,941.48 1,758.34
1966/67 765,214.33 26,415.63 946.10

TOTAL Rs 6,617,504.53 Rs 257,331.09 Rs 5,065.64
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It was stated that the reason for the drop in sales 
during the years after 1963/64 was due to the fact that 
the purchases made direct from the Co-operative Wholesale 
Establishment were not issued from this section. Also, 
there were difficulties in obtaining most of the consumer 
goods required for the area. In 1966/67 there was a 
further drop in sales. This was mainly due to the is^ue 
of rationed rice free of charge in accordance with the 
decision by the Government.

B. agr icultural' p r o d u c e' -•'SALE-and PURCMSE SECTION
Given below are the particulars of this section 

since the conversion into a Multi-purpose Society.

YEAR
SALES OP PADDY SALES OP CHILLIES

BUSHELS VALUE CWT. VALUE

1958/59 56,167 Rs 673,641.30
1959/60 9,779 117,048.75
1960/61 41,532 447,074.42
1961/62 44,732 534,757.00
1962/63 38,053 443,539.72
1963/64 32^518. 388,091.38
1964/65 30,044 356,254.83 5 Rs 1,,2 0 3 .70

1965/66 29,522 347,332.36 2 506.25
1966/67 . 40,628 482,393.64 2 52 5.50

TOTAL 3 2 2 ,7 7 3 Rs 3,800,133.40 9 Rs 2,262.45
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¥/ith the reduction of the rice-ration from 4 lbs to 
:2 lbs per week per person, private traders have been pur
chasing; the paddy from the, member-cultivators above the 

.guaranteed price'paid by the'^G'overnment through the co
operative societies. As a result, the quantity of paddy 
purchased by-the, Society on behalf -of the .Government under 
Guarantee Price Scheme consequently drops. Whereas when 
the free market price for paddy is lower than the fixed 
guarant.ee price this situation tended to reverse according-
ly.

C. SUPPLY SECTION - AGRICULTURAL LOAITS AND IMPLE?,g!NTS
Members are supplied with seed paddy, fertilizers, 

insecticide^s and implements either in cash or credit.
The particulars of sales of such articles from 1958

■ ■ are given below: ;'

SALE OF 
INSEGTI-

AGRIGUL-
TUHAL
IMPLE-

YEAR ■SALE OP PADDY SALE OF FERTILIZERS ■, CIDES m m Q

Bushel - Value Lbs. Value Value Value

1958/59 508 Rs 6,350.00 31.1.04 Rs 295.02 Rs 333.55
1959/60 - 127.3.15 1,693.18 579.78 Rs 97.52
1960/61 - - 97.0.00 1,285.37 720.00 ■ 8.50
1961/62 - - 124.2.18 1,554.90 2,149.50 -
1962/63 _ 146 , ^1^97.63 200.3.14 §331.67 :^99.65 112.83
1963/64 150 1,950.00 327.2.11 4,083,70 6̂ 660.70 -
1964/65 150 1,846.-50 204.1.01 ^463.26 ^14,55 545.60
1965/66 177 ^227.05 290.1.05 2i892.74 ^840.55 88.00
1966/67 300 ^900.00 -^24.3.15 " ^277.56 5,345.50 “
TOTAL 0,431 1^71.18 : 2f)70 . 2 . 27 2^77.40 25^49.78 825.45

The following table shows the issue of Cultivation Loan? 
to the members as from 1958. These Loans have been issued 
mainly from Credit^ facilities offered by the Agrarian Servicc 
Department, up_ to,. Yala/1967. Since Maha/l967/1968 these 
facilities have' been provided by the People’s Bank to the 
Society. The Society also has given Loans to members from 
its own funds.,

1. Loans issued from funds of the Society to the members;
Purpose ■1958/59 1959/60 1960/61 1961/62 1962/63
Guitiva- ,Rs^82.00 Rs '2],535.00 Rs 14,500.00 Rs 1^980.00 Rs 13,048.50
tion;



2. loans issued' from credit facilities provided by the Agrarian 
Services Department to meia'bers:
Purpose 1963/64 1964/65 1965/66 1966/67

Ploughing Rs 18,786.50 Rs 6,220.00 Rs 12,676,00 Rs 16,300.00 
Seed Paddy 7,032.00 3,504.00 4,776.00 9,784,00
.Weeding 225.00 - . • ”1,350.00 6,375.00
Transplanting 150.00 150.00 - -
Fertilizers 805.01 - , 1,398.55 433.67
Harvesting 4,100.00 - 2,600.00 1,850.00

TOTAL 30,998.51 9,874.00 22,800.55 34,742.67
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3. Following are the loans issued to members under the new credit 
scheme from the People's Bank for Maha, 1967/68.

Ploughing (In cash) Rs 23,361.25
Transplanting ( " ) 8,262.50
Weeding ( " ) 9,162.50
Fertilizers ( " ) 21,576.00 ,
Seed Paddy ( " ) 8,926.00

TOTAL Rs 71,288.25:

The Maximum Credit Limit of the Society for-'the 
gear was fixed at Rs 200,000/-.

D. RURAL BAHK ' _
This section was inaugurated on 15.11.66. Up to this 

time no credit facilities were provided for cultivation 
purpose. However, on the advice of the People’s Bank the 
Rura;i'Bank has offered credit facilities to members for the 
following purposes;

(1) Construction of renovation of houses for 16 members
(2) Redemption of loans and mortgages II 9
(3) Cultivation of subsidiary food-crops ti 13
(4) Industrial purposes II 2
(5) Animal husbandry II 1 "
(6) Purchase of small tractors (Hand) II 2 "

The total amount issued for these purposes was Rs 81,000.
No member has defaulted in the repayment of loan instalments. 
The interest charged on these loans was 9%. Only members were 
entitled to these loans.



Further, pawn-broking Loans are granted on the mortgage 
of jewellery of members as v̂ rell as non-members.

Savings Deposits of the Bank up to 30.11.1966 v/as recorded 
as follows

134- Member Deposits - Rs, 15,970.15 = 40.7%
113 Non-members Deposits - Rs 23,200,05 = 59.3%
A Bank overdraft of Rs 50,000 has buen approved to the 

Rural Bank of the Society out of which Rs 34,335,56 has been 
dravm up to 30.11.66. A further sum of Rs 19,549.00 has been 
invested in the fiural Banlc by the Society.

(B) LABOUR CONTRACTS ATO SERVICE SECTIOÎ ~;
The Society has been registered in the public works 

Department to do contracts up to Rs 200,000. So far the 
Society has completed the construction of school buildings, 
roads and drains for local Government bodies. Most of the 
labour is provided by the members of the Society and there 
is a works-inspectorjof the supervision of the construction.■ 
The Society's aim is to do a satisfactory service-for the 
Comimanity and it is not the intention of the Society to 
make profits out of the contracts,

■ There is a lorry and a tractor belonging to the Society 
and rendering services to members. Thes-e vehicles were 
purchased for Rsv18,884.75 and Rs 20,333.12, respoctivoly.
The present depreciated value of these tv/o vehicles is 
Rs 12/-.

Although the Balance Sheet value of the loory is l/- the 
market value today is approximately Rs 40,000/-. The tractor 
could fetch over Rs 5,000/- from a sale, in spite of the fact 
that the Balance Sheet figure is Rs l/-. The sale of the 
former tractor made a profit of Rs 5ij096.68.

It is'to be noted that the Management-of the Society has 
been ambitious and eager to extend its functions - to carry on 
additional services for the Conmaunity, They hope to set up 
the following sections in the near future:

1, Textile Weaving Section
2, Paddy Milling Section
3, An expanded Tractor Service Section with five 

sets of small hand-handled tractors.



INSEPCTION NOTE; NO. 3

LABUNORW/A IflJLTI-PURPOSE CO-OPERITIVE 
__________SOCIETY, LIMITED___________
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1, History Of the Society:- The Area of operation of this parti
cular Society was part of the area originally covered by the 
Ullagalle Co-operative Agricultural Production and Sales 
Society which was dissolved in 1958. Out., of 12 Societies 
which were formed after the dissolution of the former Society 
one was Labunoruwa M.P.C.S. This Society was registered in 
1958 with 25 members and in 1966 the membership of the Society 
increased to 193 with Share Capital of Rs 5,871.70,. Being 
situated in the remotest part of the Ullagalle Korale in the 
North Central Province, its area of operation has been 
restricted to Labunoruwa and Sandalam Kulam Villages wxth 
its e.ddress at Maradankadawela.

2« Occupation of the Members;- All .people resident in the area 
of operation in the: Labunoruwa Village are members of the 
Co-'operative Society. Their main occupation is Agricultural, 
'They grow paddy and. highland crops. There are 58-5 acres of / 
paddy fields 'and all of them have eome under cultivation 
during the last Maha Season. The farmers get a very good 
crop in this area when compared to other areas in the North 
Central Province. . .

The Co-operative Society plays a very important part in 
helping the members to improve their economy. There are 193 
families living in the area of operatio'n, possessing 850 
-ration books attached to the Co-operative Society,

3, The main functions of the Society are as follows:-
(1) Supplying of consumer goods to members,
(2) Granting loans to members for Agricultural pruposes,
(3) Purchasing paddy as an agent of the C.A.S,

Department, and
(4) Executing labour contracts,

4. General Affairs;- During the year.1967 the Society held 6
general meetings and the average ...attendance at these meetings 
was reported to be over 50 members - .just over 25% of the 
total membership, which was regarded as a poor show.

During the same year, 15 Management Committee meetings 
were held and the average attendance was about 9,

The Committee elected were all farmers. Although not 
highly educated, they understood the responsibility entrusted 
to them. They supervised the work of the Manager, and went 
through the books maintained by the Manager regularly.. The



INSPECTION NOTE; NO. 4
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TIRAPFANE MLTI-PURPOSE GO-OPF.BATIVE SOCIETY, LIMITED

1, History of the Society:- This Society originally registered 
as the Ulagalle Co-operatiye Agricultural Production and Sales 
Society was set up in 1948. In 1957 v/hen conversion raovoment 
began the area of operation of the Ulagalle Co-operative 
Agricultural Production and Sales Society was divided into
1̂2 M.P.C.S, Societies.and .one of them was the Tirappane 
M.P.G.S. Its area of, operation is restricted to the follov/ing 
villages: Tirappane, Thodamaduwa, Wanan Maduwa and Ulagalle
in the Ulagalle Korale. There are 242 families in this'area 
of operatinn and all the heads of these families are nembors 
of thi.s Society, Their pain ^jccupation is agricultural with 
paddy cultj.vation as their principal crop. There are 1,508 
■ration books attached to this Society.

2, Functions of the Society are as follows:-
(1) Supplying cons.umer goods to the members,
(2) Granting loans to the members for Agricultural 

production.
(3) Executing labour- contracts.
(4) Purchasing paddy as an agent of the Agrarian 

Service Department under the G.P.S.
3, General Affairs;- During the year 1967 the Society held 2 

General Meetings. The Attendance at these meeting was 
.reported to be 30 and 35? respectively, only.

During the same -year,. 14 Committee Meetings were hold.
The Attendance were also very poor. At times the meetings 
v/ere abandoned for lack of a quorum.

The Committee consists of 11 members whO: elected the 
President and the Secretary. It was reported that the 
Committee member^ were mostly uneducated and irresponsible 
farmers of the area.' Checking of goods purchased and monthly 
stock-taking was not done by the Committee, but left in the 
hands of the Manager who took the chance of_committing 
irregularities damaging the Society. Consequently the 
Society v̂ as unable to maintain the Consumer Section -which 
was at last handed over to-Kekirawa Co-operative Stores 
Union to be ran as a retail branch on 23.1.68.

The Society has appointed a Manager with Security of 
Rs 1,000/- in cash and Rs 2,000/- in bonds. The Manager_ 
was paid a salary of Rs 200/- per month. He kept and paid 
his own salesman who received Rs 75/- per month as salary''. 
This is a very unsatisfactory arrangement.
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The Audit of the Society books had been done up to 
2 3.1 .1 9 6 8, and it was found that a leakage of Rs 2,390,01 
had to be recovered from, the Manager,- This is serious in' 
consideration of his scale of salary in the Society. As an 
illustration of business transacted by the Society, the 
following data for the year 1966-7 are shown for reference.

Consumer G-oods;-
1966
1967
Paddy;
1966
1967  ̂ ■
Manure;-
1966
1967 ,
Loans Issued To Members:-
1966
1967
Profits

Purchases

76,762.50
73,382.92

9 4,5 5 6.00'
53.784.00 

482.00
13.017.00

18.845.00
35.527.00

Sales

82.225.00
72.143.00

93.565.00
53.784.00

101.00
11.881.00

recoveries
3,786.38

1966
1967

3,692.12
2,814.29

N:P;
2,734.51

rr:L:

7,504.44

As mentioned earlier the General Meeting of the Society 
was very unsatisfactory. The Committee did not know the 
responsibility a.nd the powers vested on them. The Society 
was run at a great loss with ex-Manager’$ leakage of 
Rs 2,3 9 0 .0 1 unrecovered. The Committee-has granted loans . 
to the members for Agricultural purposes, and now the action 
is taken to.recover the loans. It is evident that the reason 
for the downfall of the .Society was the weakness of the , 
Committee and poor Management. The following is the 
Balance Sheet as on 1968.1.23.
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Liabilities Assets
Shares 14,789.85 Buildings 6,092.41
Reserve Fund 9,308.54 Fittings 1,206.03
Deposits - Investments
Security 3,005.50 Shares 1,235.00
G.A, Loans , - 3,767.75 Deposits in Bank 1 2,205.24
Army 1,582.81 ft ii ti 2.1 508.37
Marketing Co. 2,995.00 Sundiy debetors 20,002.26
Security Interest 422.36 Member Loans 120,829.59
Member Deposits 379.34 Textile Centre 5,944.33
Textile Advance 50.00 Stocks 2,095.33
C.A.S. Loans 74,694.65 Cash in Bank 13,711.69
Interest 7,254.29 Cash in Hand 300.40
People's Bank Loan 38,557.50 Loss 6,912.32
Chilli Loans 5,125.00
Manure Loans 12,110.00
Textile Centre 4,815.60
Sundry Creditors 2,185.04

181,043.23 181,043.23
=:====== = = =



INSPECTION NOTE; NO. 5 

POONAV/A imTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED
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1, History of the Society;- This Society was registered on 
26,8,43 and latter converted into M.P.C.S. At the tine of- ■ 
registration the membership of the Society numbered 408, 
with a Share Capital of Rs_452/-. Today, after convertion 
the-membership has risen to 555 and the Share Capital,
Rs 12,927.50. -

2, Business Management;- This Society 'handled paddy only at the 
start. Up to the year ending 1.1,45 the Society had handled 
15,566 bushels of paddy, Hov/ever, the Society has now handled 
29,551 bushels of paddy for one season alone. Erom 1945 onv̂ fardc 
the Society had started expanding its activities by introducing 
trade on textiles, sundry goods, manure, and insecticides, etc.

The annual turnover of the Socicty at the starting year 
was Rs 155s664/- the gross profit Rs 2,295/-, with a net 
profit of Rs 822/-. However, with-the expansion of the 
business the turnover of the Society at the time had ri«en 
up to nearly a million Rupees, but suffered a net loss of a 
few hundred Rupees. The net loss could be attributed to 
heavy overhead charges and mismanagement. This situation, 
has improved greatly in later years. Today, this Society 
is handling paddy, sundries, textiles, chillies, fertilizers 
and insecticides 5 etc. Furthermore, this Society has granted 
loans financed by the People's Bank to the amount of 
Rs 6 6,525/- to its members for cultivation purposes. This 
Society has put up its own building at a cost of Rs 24,000/- 
out of its fund chiefly derived from the commission received 
on sale of paddy under the G.P.S. This Society also owns a 
manure store, the capacity of which is 50 tons. This manure 
store has costed the Society Rs 5,600/- which was met from a 
loan granted by Commissioner of Agrarian Services.

This Society has invested in other institutions by way 
of Shares and deposits of Rs 4,000/- for which the Society 
gets an interest. A considerable amount is realized by the 
Society on the investment of shares at the Medawachchiya 
M.P.C.S, Union with rebates from the Union annually.

As on 28.1.67 the Society had a balance profit of 
Rs 11,482/-,. However, the Society has not yet decided on 
any distribution of these profits amongst its members as 
its main idea is to expand the activities to a higher level 
possible.

3, General View of the Society:- Most of the members of this 
Society, i,e. about 80% have completed paying up their share 
subscriptions. Furthermore, the members have shown their 
great interest in the affairs of the Society and have given 
whole hearted support for any new plan brought forward by 
their Committee on the improvement and expansion of the 
activities of the Society.
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The books of this Society are being kept in. accorda.nce 
with the necessary requirements of the Department, and have 
been accurately written up-to-date. The present Manager has 
a good knowledge of co-operative practice. The financial 
position of the Society as on 15.3.68 was as follows;
The Bank balance to the credit of the Society stands at 
Rs 2,000/“ 5 the cash balance stands at Rs 450/-. The 
value of stock in hand is approximately -Rs 5,000/-..
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IvIEDAWACHCHIYA MULTI-PURPOSE CO-OPERATIVE 
SOCIETY, LIMITED____________

1, History of the Society?- This Society was originally registered 
on 12.6.46 under the Co-operative Society Ordinance as Kadavmk- 
Kavale Co-operative Agricultural Production and Sales Society, 
Limited. At the time of registration the membership reached 
2,600 markj but v/ithin 6 months it rose to 5,160 members and 
the share capital stood at Rs 15,600/-, This Society had been 
handling only paddy and kurakkan and the quantity of paddy sold 
to G.P.S, once had amounted 180,000 bushels. It employed only
3 employees and the salaries paid per month only amounted to 
Rs 155/-. It is not only understaffed, but the staff is perhaps 
also underpaid. The main purpose of organising this Society 
was to promote the sales and production of agricultural products 
of its members and to grant agricultural loans for which the 
Society depended on the Commissioner of Agrarian Services.
This Society had served the whole Kavale consisting of nearly 
90 villages. Hence it is not surprising that the Society had 
so large a membership, and had to handle so large an amount of 
paddy a year* Following the general course of development after 
1957 this Society was transformed into a multi-purpose Society 
and the na.me of the Society was- also changed to Medawachchiya 
M.P.C.S,, Ltd, However, the vast area of operation of this 
Society was splited into 16 different areas and in each of these 
areas ai multi-purpose co-opero.tive society was formed. The 
membership of this newly reorganized Society came down on accoun 
of the restriction on the area of operation. Most of the origi
nal members had joined their respective M,P,0,S, which sprang 
up in their own villages. Latter, because one of the newly 
established M.P.C.S. was defuncted, this Society has to serve 5- 
villages.

2. Business Operations:- At the first annual Audit of the Socicty 
under the old name, it was recorded a turnover of Rs 1,490,000/- 
and the gross profit on such turnover was Rs 9,678/- with a 
nett profit of Rs 6,957/-. However, it v/as reported that the 
last Audit of the Society showed the turnover shot up to
Rs 3,697,472/-, while the gross profit on turnover was only 
Rs 2,368/-. The Society had to face a tronendous nett loss 
of Rs 21,968. This heavy nett loss v/as attributed to the 
very heavy overhead charges that the Socicty had to incur, 
such as increased salaries to staff, bonus to staff, heavy 
transport charges and commission, etc. - a serious sign of 
mismangement v/hich fortunately was checked in time. The 
Society has now extended its activities to dealings in paddy, 
chillies, sundries, insecticide and manure. Further, this 
Society has granted cultiva.4±mnnlo«nB to tiie aaount of 
Rs 138,500/- to 450 members obtained from the People’s Bank 
under the G-ovemmont now agricultural loan schome.



This Socicty, which was ret the beginning housed in a small 
room and paid a monthly rent of Rs 30/-, is now proud of ovming 
a building costing the Society Rs 2,500/-. A loan of Rs 17,000/- 
v/as utilized in the construction of this building. This loan 
has now been repaid in full, by .the. S.ociety. Resultly, the 
Socicty is constructing a manure store out of its own funds 
and has spent about Rs 2,500/- already. It was estimated 
that another Rs 4-,000/.-; WQuld..-hc ..required, When completed 
this building v/ould have a store capacity of 50 tons.
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The Society has so far invested Rs 4,844/- by way of 
shares and deposits v/ith other institutions. A major portion 
of gains realized on these investments is from Union shares 
and rebates on purchases, which the Union declares annually.

It was stated that (without balance sheet attached) the 
Socicty has a balance-profit of Rs 42,887/- to its credit. 
■However, there had been no distribution of profits as the 
main' idea of the Society is to expand its business as far as 
possible. It was claimed that there was no complaint by the 
memburs for not distributing its profit as the members full^;' 
realize the- value of expansion of the business of their 
Socicty.

The present Management Committee of the Society consists 
of 9 members duly elected by the General Meeting hold in 1964. 
The Society had endeavoured to summon general meetings twice 
since 1964 and had to be abandoned for want of quorum. Now 
the Society has made arrangements to call for a General Meeting 
so that an opportunity may be extended to the members to elect 
a fresh Comittec. During the past year,, from 1.1.67 to 
31.12.67, 22 Committee Meetings had been held, and the average 
attundance had been 6 members. These were the poor shows of 
the members and the' management and effective measures should 
be taken to deal with them before it is too late. Altogether 
only about 40% of the members of the Society have completed 
the paying up of their shares. Hov/ever, the books of the 
Societ3>- have been kept in order. Most of these books arc 
written by the mcanager of the Society, It was realized the 
Society should try its utmost effort to cut down the heavy 
overhead charges as revealed at the last audit and to recover 
the overdue member loans, cash shortages and leakages. Great 
improvement of Management efficiency is required in order to 
win back the confidence and support of the members.
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(2) IvlULTI-PURPOSE CO-OPERATIVE DEVELOPAIEITT 
. - POLONNARUWA DISTRICT -

INSPECTION NOTE; NO. 1 
POLONNARWA CO-OPEBATIVE DISTRICT UNION

Co-operative Di.strict Union, Polonnar^awa, was started in 
1954 under the .inspiring zeal of the Co-operators of the District. 
The pioneers wdnted this to be the apex organization of the dis
trict, to undertake propaganda and to popularise the movement.
It also was meant as a legal body to express opinion of the Co- 
operators of the District. Since its inception this Union has 
lived up to the expectation of the pioneers, but many changes 
have been taking place from time to time. The major change took 
place in 1965 with the adoption of the new By-laws. Under the 
By-laws ..of the Union, its functions are:

(1) to educate people in the principles of co-ope.ration,
(2) to articulate opinion, for the Go-operators of the 

District, and
’(3) to render administration advices and auditing 

services to co-operative societies and unions 
of the District.

At present this Union organizes co-operative education 
classes to train employees of various co-operative organizations 
of the District. These classes are designed to train people for 
two examinations according’to their general educational standard, 
axid the nature of their employment. Those who have attained the 
junior level of general education are trained for 2-|- months for 
an examination knovm as Co-operative Employees Certificat.e (Junior 
Level), The;'other is Co-operative Employees Certificate (Ordinary 
Level) v̂ ith a duration of training for 4^ months for those who 
have passed G.C.E. (ordinary level) Examination with 3 credit 
passes including Arithmetic or Commercial Arithmetic.

^has The Union also/undertaken member education work in the
District. These study groups or classes are designed to give 
trainees an understanding of the functions and management of a 
co-operative society. Usually they hold this type of class for 
two days duration during week-ends, so that members could parti
cipate without disturbing their day-to-day undertakings.

Apart from these they also have from time to time convened 
meetings such as study circles, etc. of the members of co-operativ( 
organizations of the District in order to exchange experience and 
opinions on various matters pertaining to the movement. Annually 
the Union in collaboration with all the co-operative organization 
in the District celebrates the International Co-operative Day in 
a very festive manner.
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INSPECTION NOTE: NO. 2

THAmNKADWA M.P.C.S. UNION, LIMITED

1. Name of the Urxion;- Thamankaduwa Multi-purpose Co-operative 
Society Union, Limited.

2. Membership:- Out of 82 prinary societies which are doing the 
consumer purchases from the Union, 67 have becom.e members.
The rest is expected to become members in due course.

3. Consumers attached to the Union:- The total number of con
sumers attached to the Union is 114,752 (according to figures 
available). The approximate population estimated in the Union 
area is close upon 2 lakhs. Therefore, it can be taken that 
65 percent of them have become consumers of the Union. The 
rest is believed to be the floating population such as Govern
ment Servants, Casual employees and temporary hands who do not 
have much interest in the area.

4. Origin:- This Union was originated as a consumer co-operative 
to serve the needs of its primary member-societies; and on 
8th April, 1964 it was registered to that effect. But with 
the implementation of the multi-purpose drive this Union too 
was drawn into the scheme and was converted to a Multi-purpose 
Union in 1962.

5. Progress:-
YEAR MEMBERSHIP SHARES TURNOVER NETT PROFIT

1962 39 Rs 7,700.00 8,173,715.17 64,417.10
1963 48 11 12,215.00 8,581,650.76 59,556.78
1964 53 TI 13,925.00 10,329,783.85 21,338.11
1965 57 11 18,950.00 10,757,931.72 50,152.65
1966 67 It 21,500.00 12,726,857.20 not yet audited 

at the time of 
the visit.

6. Business
of,

Activities:- The sections under operation consist

(a) Consumer Activities, Wholesale and Retail
(b) Contracts of Buildings and minor constructions
(c) Agricultural Activities
(d) Labour Contracts and Transport Services
(e) Timber and Hardware sales
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A. Consumer Activities;- The Union has 3 Wholesale depots 
and dofunct societies v/hich have been handed over to the 
Union when they ceased to operate due to lack of funds 
and Tfiisinanagement. The consumer needs of the area is 
mainly channelled through the 3 wholesale depots, non- 
m_emlDer societies and 8 private authorised dealers are 
all being served by the wholesale depots.
Apart from all these the Union is the only distributor for 
rice, flour and sugar in the district.

B. Building Contracts;- The Union undertakes contracts of 
buildings, construction of roads, maintenance of buildinge 
and other contracts of similar nature.

C. Agricultural Activities;- The main activity is the purch\;;; 
of paddy, maize, chillies, red onions, etc., under the 
Guaranteed Price Scheme. It also supplies fertilizers, 
insecticides, and agricultural implements.

D. Labour Contracts and Transport Services;- The Union under
takes contracts such as loading and unloading of Paddy 
Stores within the Distrj.ct.
It also renders transport services to the primary societicr^ 
which are incapable of handling their own transport.

E. Timber and Hardware sales;- The Union has' recently opened 
a tim.bcr depot. It also distributes hardware and building 
materials.

7. Management;- Up to I960 the Union has been managed by a Board 
appointed by the Comjnissioner of Co-operative Development,
Since I960 the management had been taken over by a duly electe.' 
committee consisting of 9 representatives of the m-ember-societ.. 
The Union has engaged 64 permanent employees, and 17 temporary 
ones with total monthly salary paid amounting Es 17,000/-.
As an incentive to the effective services of the employees an 
o\nnual bonus is granted to them. All the permanent employees 
are contributors to the Provident Fund Scheme v/hich has pro- 
m.oted the security of the employees.
A Credit Scheme is under operation through which the employees
are able to obtain loans for urgent needs,

8. Finances;- As the activities of the Union have increased, the
Assistant Commissioner of Co-operative Development have approve 
a bank overdraft of Rs 450,000/- of which the Union utilizes 
only about Rs 300,000/- (on date of Inspection),
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9, Relationship with;-
(a) The Department of Co-operative Development:

The Department has appointed a Liaison officer.
The main function of this officer is to supervise 
the proper distribution of consumer goods and also 
the general supervision of the Union activities. 
Annual Audits are done by the Department.

(b) The People's Bank:
The Banic extends the financial assistance. It 
maintains current and various Deposits Accounts. 
Important documents are in the safe custody of the 
Bank which maintains a Branch in this District,

(c) Other Departments:
Under the Guaranteed Price Scheme the Union has 
dealings with the Agrarian Services Department5 
Agricultural Activities, with the Department of 
Agriculture; Consumer Goods, with the Pood Control 
Department; etc,

10. Promotional and Educational Activities;- Annually employees 
are allowed in turns to follow a course of training at the 
School of Co-operation, Polgolla, At present the Secretary 
is attending a 9 months course there.



liTSPECTION NOTE; NO. 3 

MINNRIYA rJLTI-PURPOSE CO-OPERATIVE SOCIETY
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1. Early History of the Society'.- This Society was orga,nizcd on 
5.3.1940 under the name Cultivators' Sales Society Ltd. which 
was later changed to a Co-operative Agricultural Production 
and Sales Society Ltd. This Society was again converted into 
a Multi-purpose Co-operative Society, Ltd. in early 1962.

The area of operation embrace 4,000 acres of cultivated 
paddy land which constituted the initial stage of the Colonisa-- 
tion Scheme Launched by the Government more than 20 years ago. 
It included 700 cultivators, to each of whom was allotted 5 
acres paddy land and 2 acres high land. The total population 
of the area during the inception of the Society was about
2,000, and this number has now increased to about 20,000.

2. Objects:- The main object of the Society was to organize the 
cultivators who imigrated as colonists, on a co-operative 
foundation and to promote the social and economic interests 
in accordance with co-operative principles, v\rith a view to 
building a healthy and wealthy Colony. As the producer, 
dealer, and consumer constitute the same person G.nQ. dS the 
Society is the only main economic unit, it was the endeavour 
of the Society to supply members their entire needs through 
the Society and also to improve the Member-society relation
ship,

3. Capital;- The value of a Share at the inception was Rs lO/- 
and the membership was confined to 186. At present the 
membership has increased to 588 and the total paid-up-Share 
capital is Rs 195,298/69. The present value of a Sha,re is 
Rs 50/- and on an average a member holds 8 shares. It is 
one of the biggest and possibly best managed M.P.C.S. of 
the Country.

4. Operation;- ’When the Society was started the main occupation 
of the Colonists was farming and the only crop was paddy. At 
that time the private trader fixed the purchase price of a 
bushel of paddy at ~/30 cts. As a result of the Society's 
undertaking the purchase of paddy, the price increased in 
stages to -/73 cts., Rs l/25, Rs 2/50, Rs 4/00, Rs 6/-, Rs 8/- 
and Rs 12/-. The present price of a bushel under the G-overn- 
ment Guaranteed Price Scheme is Rs 14/-. On an average the 
Society at present purchases 400,000 bushels of surplus paddy 
annually under the G.P.S.

For the promotion and development of paddy cultivation 
the Society provides loans facilities to its members. The 
original individual-credit-limit of Rs 500/- per member was 
increased to Rs 2,000/- and under the extended Credit Scheme 
of the Government this has been further increased to Rs 4,000/- 
which is in operation at present.
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On this basis each meraber enjoys the following loan 
facilities, while the necessary funds are obtained ’from the 
Coranissioner of Agrarian Services and the People's Bank;

Rate per Total loan
Purpose acre (5 acres)

1. Cultivation (cash) Rs 55.00 Rs 275.00
2. Seed Paddy (cash/kind) U 32.00 " 160.00
3. Manure (in kind) 11 58.00 " 290.00
4. Pesticides (cash) n 25.00 " 125.00
5. Transplanting

and weeding (cash) u 25.00 " 125.00
6. Harvesting (cash) u 25.00 " 125.00
7, Consumer needs (cash) n 300.00

TOTAL 1,400.00

The loan scheme operates on a cycle of six months goYernod 
by the two main paddy seasons per year. On this basis the 
Society has provided its members with loans amounting to a 
total of betw'een Rs 900,000/- and Rs 1,200,000/- per yea.r.

In addition to this as an incentive and aid to increase 
paddy production the members are supplied with pesticide 
sprayers on 18 month credit terms on an initial deposit of 
Rb 50/-.

Hand Tractors of the Land-PAaster and Mitsubishi type 
(each costing Rs 4̂ 500/- appr.) are supplied on a 36 month 
long term credit scheme. Up-to-de.te 49 members have availed 
themselves of this facility, to v̂ hom 49 hand tractors have boe:i' 
supplied.

Tractors of the Ferguson 35 and Porson Dcxta type are 
also supplied on a group scheme basis on credit, 5to organised 
groups formed by 5 to 10 raem.bers on a basis subject to limitatj 
imposed by their "Individual Maximum Credit Limit", tractors ai 
supplied on long term credit. Pour such groups have obtained 
tractors from the Society, one tractor to each group.

To provide additional facilities to the members and also 
to extend the operational services of the Society a paddy 
hulling plant with a capacity of 1,000 bushels per day v-/as 
installed at a capital outlay of Rs 500,000/- (appr.). A qouta 
of 1,440 bushels of rice is supplied to Government weekly.

Six consumer retail stores have been established at a 
cost exceeding Rs 300,000/- for the benefit of the members 
and the general consumer public of the area-of-operation.



A fleet of 7 Lorries, a Van, and a Tractor/trailer owned 
by the Society provides the essential transport services and 
assists in the operation of the various activities.

Besides the above-mentioned functions, the following 
activities have also been organized and maintained to provid , 
additional services and facilities and recreation to the 
members and the general consumer public of the area: labour
contracts, cinema hall, operation of a grinding mill, Goverii-- 
ment building contracts. Agency of the Ceylon Petroleum Crop, 
Agency of the Ceylon Flsheris Crop, Agency of the Ceylon Tyr ■ 
Corporation, and Construction a.nd supply on rent of quarters 
to Co-operative Department Officers.

Apart from the provision of these services the Society 
has distributed among its members a total of Rs 186,000/- as 
dividend and rebate during the course of its existence.

4. Employeess- The Society has a staff of 70 monthly paid and 
250 daily paid employees in all its operatione.l serv îces.
They are paid salaries and all the allowances as laid do\vn 
by Government. All the employees are members of the Govern
ment Provident Fund Scheme of the Labour Department, each 
employee subscribing 4% of the salary and the Society contri
butes 6% of the salary to the fund.

The monthly paid staff is provided with credit facilitio 
On the basis of their condition and length of service the crc ' 
limit is fixed for each and subject to such limitations they 
obtain loans between Rs 1,000/- and Rs 10,000/- to finance th 
purchasing of vehicles, land and other property.

The Society is proud of the fact that it has provided th_. 
means of livelihood to over 1 ,5 0 0 families directly and in
directly, though ma.ny of whom are non-members. The employees 
are also paid 13onuses annually according to the Profits 
realised.

5. Seminars;- Quarterly seminars are held for the members with
the co-operation and assistance of officers of various Govern
ment Departments to improve the knowledge of the members maiiii 
with a viev/ to increasing paddy production. The following 
topics are usually discusseds

(1) Increasing Crop yield,
(2) Pest and disease control,
(5) Issue and repayment of loans, and
(4) Co-operative principles and practice,

6. Administrations- The administration of the Society is by a
Committee of 13 members elected at the General Meeting.

This Committee elects among themselves the Office-bearers 
vizs President, Vice President, Treasurer and Secretary,
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Generally, Meetings of employees are held every tv/o nonthL 
where the general affairs concerning administration arc dis
cussed. The proposals made by the Sub-Committee of liaison 
and planning, elected among the employees, are also discussed 
for possible implementation.

The General Manager has been given an extensive training 
in Sweden, Denmark etc. The accountant and miany of the Office 
Staff have been given an advanced course of training at the 
School of Co-operation v/hich is conducted by the Department 
of Co-operative Development.

7. Profitss- The Nett Profits for the first year of operation 
of the Society wa,s only Rs 2 3 3.232: s-nd at the end of 1965 
the total assets have increased to Rs 2,4-18,561,24 of which 
accumulated Reserves and Profits constitute a total of 
Rs 1,094,565.69. These figures are based on Audits of the 
Society done by Officers of the Department of Co-operative 
Development. As an illustration the follov/ing statement of 
accounts for the zear, 1 9 6 5, is attached;
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STATEMENT OP ASSETS A'JD LIABILITIES OP TilE MliOERIYA i'.'IULTI-PURi'OSE GO-OFSRATIV-E 
________________SOCIETY LIMITED. HINGURAKGQDA. FOR THE YEAR 1965_________________

LIABILITIES

Shares. 181,516.33
Reserve Fund.
Statutory Reserve 
Add!- Profit I965 
Building Reserve 
Vehicles replacement 
Reserve
General Reserve 
Bad &. Doubtful Debtors 
Other Reserve 
Balance Profit 
A«C,A.S. Debts 
People's Bank 
Overdraft 
Sundry Creditors 
Sundry Debtors Balance 
Salary Payable 
-do- Expenditure 
-do- Interest 
-do- Gratituties 
Co-operative Fund 
Add. Profit 1965 
District Union Fund 
Security of Employees 
Employees Welfare Fund 
Employees Provident Fund 
Propaganda Reserve 
Divident 5; Debate 
Sundries

2 4 1 , 86 0.5 4

3,121.43

5,360.09
624.28

244,981.91
2 0 , 000.00

23,311.42
22,671.72
19,195‘96
92,167.38

545,137.59
475,000.00
1 3 5 , 0 3 1 . 1 3

79,813.67
543.05

1 0 , 521.46

1 , 500.00

6 , 230. 20

25.00

5,984.37
624.28

1,001.00 
300.00

422,328.95

490,720,41 1 ,094,565.69

1,155,168.72

8 0 , 35 6 .7 2

2 4 , 88 5. 31

4 5 , 3 0 5. 00

5,563.41

1 , 3 0 1. 0 0

9,045.16
1 , 8 7 0 . 2 3

1,260,410.75

63,584.80

2 , 4 1 8 , 561.24

ASSETS

Land & Buildings 
Plants & Machineries 
Vehicles
Furniture & Equipment 
Co-operative Quarters 
Elect Equipments 
People's Bank Fixed Depts. 
People's Bank Shares 
Union Shares of Thaman- 
Kaduwa Union 
Grinding Shares 
Agriculture Union Shares 
Member Loan 
Sundry Debtors 
A.C.A.S. (Paddy a/c .) 
A.C.A.S. Labour & Transport 
Contract 
-do- C.W.E.
-do- Tamankaduwa Union 
—do— A.F.C.
Director of Agriculture 
Paddy Mill Union 
Balance goods in Stores 
Cash in Hand 
Balance at Bank 
Insurance fees paid 
Sundries

601,993.51
8 7,094.54
16,883.09
7 7,007.23
99,309.30

2,459.27

2 0 , 100.00

600.00  

1 ,000.00  

500.00

3 7,510.07

1 3,742.14
2,407.33

1 2 , 67 8 .4 0

92,391.44
1 7,233.89

3 7,797.85

884,747.44
6,037.28

22,200.00
197,079.60

145,047.96

213,761.12
381,796.22

386.32
746.19 

5,450.73 
1 , 2 7 2 .3 8

913,020.72

l,498,8l'7,4l

6 , 7 2 3 . 1 1

2 , 4 1 8 , 561.24
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INSPECTION NOTES NO. 4

THE KOTTEPITIYA MULTI-PURPOSE CO-OPERATIVE 
_________ SOCIETY, LIMITED_____________

This Society v/as registered on 13.11.1957. Its area of 
operation is track 13 and 14- of the Elahera colonisation schemc. 
This area was formerly under thick jungle.

The chief crop of the area is paddy. The acreage -under 
paddy is 503 acres^ and is mainly cultivated in maha. The yala 
crop is cultivated when water is made avo.ila'ble once in tV'/o years 
from the main channel. Red oni.ons, chillies and tobacco are nov/ 
cultivated in increasing quantities during the yala season. The 
members own 263 acres of highland but only a few of the holdings 
are cultivated,
1 . Membership:- The membership of the Society has increased from 

87 to 1 1 0, all of them aj.e cultivators.
2. Shares;- The value of a share is Rs 50/- and is payable in 

half yearly instalments of Rs 5/-. The Society has sold 310 
sho„res. The paid up share capital was Rs 11,771/- at the tinic': 
of this inspection.

3. Activities of the Society;- The Society operates (l) Consumer 
Section, (2) Agricultural Production and Marketing Section,
(3) Contracts Section, £ind (4-) Paddy (husking) Mill.

Consumer Section;- The Society rij,ns a store to supply 
the consumption goods to 769 Ration book holders. The 
store carries a wide range of o,rticles including textiles 
and hardware, many of them obtained from its Union.

A branch store at Maliasen was established to cater 
for the needs of members of a weak Society there.
Agricultural Production and Marketing Section;- The msiin 
activities are;-

(1) The purchase of paddy and other agricultural 
produce under the G.P.S. scheme,

(2) Granting of loans to members for paddy, tobacco, 
red onion and chilli cultivations, and

(3) Curing and the sale of tobacco.
Contracts Section;- The Society has a contract v/ith the 
C.A.S. to supply the labour for the handling of the G.P.S, 
Produce at the Government Depots at Bakamune. This con
tract helps to 1ind employment for about 10 persons during 
the off season and for about 40 persons during the season.
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Paddy (husking) Sections- A paddy huller has been InGtai; 
at the Society to husk the paddy of the members. The 
Society recovers a measure of rice as payment for huskinr 
a bushel of paddy. This is a great benefit to the membci' 
as private Hullers charge 1-|- measures for same servicec

4. Employees;- The Society has 10 employees at the moment com- 
peeing a manager, a secretary, two store-keepers, one watcher 
and five salesmen., The total monthly salary and wages paid b;, 
the Society amounted to Rs 1,290/-.

5. Member Loans;-
Year Amount Q-ranted Amount Recovered
1965 Rs 49,213/- Rs 44,308/-
1966 52,089/“ " 48,965/-
1967 82,840/- " 31,718/-

It was stated that the recoveries for the period 1967 was 
adversely a,ffected by the rumour that the unpaid loans will 
be written off under the new' agricultural loan scheme of the 
Government.

6. Loans from G-overnm.ent Depa,rtments and the People's Bank;-
C.A.S. Rs 63,776/-
Bank " 74,156/-
Birector of Agriculture " 4 ,449/-

It is to be noted that the loans owed to C,A.S. and the 
Department of Agricvilture are un-repaid and overdue.

7. Profit and Loss;-
Por the period 1.8.62 to 30.1.65 Profit

(accumu
lated) Rs 2c ':)„

- do - 31,1.65 to 26.1.66 Loss " 1,8̂ :
- do - 29.1.66 to 31.1.67 Profit t!
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IKSPECTION NOTE; NO. 3

1 . Registration ana Area of Operations- This Society was regis
tered in 1958_j v/ith the area of operation covering tracts 4 
to 10 of the Elahera Colonisation Scheme. The first colonistr; 
had been settled in 1948. Earlier^ this area was a thick 
jungle.

The main crop is paddy. The land under paddy accounts 
about 1 ,0 1 0 acres made up as follov'/s;

(1) Under colonisation scheme 698 acres
(2) Under L.D.O. Permits 220
(3) Encroachment 92 "

Total;- 1,010

Paddy is mainly cultivated in Maha season and also in Yal.e 
wlicn water is available. Water for Yala cultivations is made 
available from the main chamiol only once in two years.
Rotation of crops are not practiced by the cultivators and 
as a result most of the paddy fields are left uncultivated 
in Yala when water is not availo.ble. The high'land is not 
cultiva.ted with cash crops.

2. Membership and Shares:- The Society was initially organised
as a Multi--purpose Co-operative with 176 members. The current
memcership is 259j of v/hom 220 are cultivators. Membership is 
open to anyone employed or residing in the area of operation„ 
The value of a share is Rs 50/~ and is payable in half-yearly 
instalments of Rs 41 members o.re in arrears of share
subscription inst.alments amounting to Rs 2,394/-.

3. Activities of the Society:-- The main functions of the Society
consist of two pai’'us: (l) Consumer Store Section, and
(2) Agricultural Production ;ind Marketing Section,

Consujner Store Section:- The Society runs a store which 
serve's* 1,804 ration book holders and carries a wide range 
of consum*er articles and textiles and hardware. Practi-- 
cally all the essentials needed by miembers can be served 
by the Societyo The business turnover of the past year 
was Rs 149,294/--.
Agricultural Production and Marketing Section:- The main 
activTties of this Section are:

(1) Purchase of the paddy under the G.P.So and
(2) G-ranting of loans to members under approved 

Government loan Schemes,



The paddy purchased under the G.P.S. is handed over to 
the CTOvernment Paddy Store at Bakamuna. Purchases duri! 
the past 3 years v/eres 1965 - 45,632 bushels

1966 - 54,437
1967 - 44,943

4. Agricultural Loans
Year Granted Recovered
1965 Rs 112,444/- Rs 98,321/-
1966 " 68,384/- ” 65,641/-
1967 " 88,375/- " 30,298/-

The recoveries for the year 1967 were adversely effected 
due to unfound rumour that unpaid loans would be written off 
under the new Agricultural loan Scheme of the Government.

5. Loans from Government Depp^rtment and People's Bank;-
C.A.S. ...... o ............... Rs 81,955/-
Bank ......... .............. Rs 101,083/-

The repayment of the C.A.S. loan is overdue,
6 . Employees;- The Society has 8 employees consisting of one 

manager, one stores manager, four salemen, one watcher and 
one secretary, with an expenditure of salaries and wages 
totalling Rs 1,127.50 per month.

7. Profit and Loss?-
Por the period 1.2.65 - 31.1.66; Loss Rs 9,133.00
Por the period 1.2.66 - 31.1.67”. Profit Rs 2,696.00
Por the period 1.2.68 - 27.1.68; Profit Rs 2,817.00
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Balance Sheet as at 27.1.68 is illustrated as follows " —

Shares 17,654.74 Buildings 425.75
Reseî ve ?xinds 13,011.38 Equipments & Mech. 7,433.72
Balance Profit 35,073.93 People's Bank Shares 700.00
Bank Loans 91,423.26 Shares in Co-op. 1,545.20
C.A.S, Loans 81,915.38 Fixed Deposits 6,368.34
Interest Due 5,179.30 Deposits 150.00
Shares Suspence 417.39 Hemher Loans 147,681.34
Security Deposits 8,220.00 Sundry Drs. 2,080,33
- Do - Interest 595.44 Cash Shortages*" 12,898.95

Sundry Grs, 5,253.97 Suspence A/c 165.50
E.P. Fund Due 85.95 Interest Due 8,885.55
Bank Charges Due 58.80 Balance Stock 21,421073
Co-op. Funds 166,90 Prepaid Insurance 583.89
District Union Funds 166.90 Salary Advances 220.00

Petty Cash 100,00
Cash in Bank 45,539.00
Cash in Hand 8,025.04

264,229.34 264,229.34

* Tlie Manager ran away with tlio money collected 
-and Court action has been taken to deal with 
the defa,ulter. It apjoears that this Society 
has been badly managed.



1. Name of Society^- Cungnodamana Multi-purpose Co-operative 
Society, Ltd,

2. No, of Members”.- Of a total 235 about 190 of them are reall;’ 
active.

3. No. of Consumers’ ration books attached;- 2,288. This 
represents nearly 90% of the population of the area of 
operation of the Society.

4. Origin of the Society:- This Society was organized in 1953 
as a Consumer Store Co-operative Society, Ltd. In 1958, 
during the M.P.C.S. drive, it v;as converted into a Multi
purpose Co-operative Society, Ltd.

5. Services rendered by this Society:-
(a) Agricultural work - Granting of Agricultural Loans, 

and marketing the produce of members, etc.,
(b) Consumer Services - Supplying to the members their 

daily needs of consumer goods.
(c) Small scale village labour contracts - undertaken 

by members.
(d) Tobacco curing and marketing.

6 . Paddy lands in the area;- A total of 900 acres is being 
cultivated during the two main seasons, Yala and Maha. 
Average yield per-acre is about 60 bushels v/hich is nearly 
17 bushels more than the national average. For this yeo,r's 
Maha season, the following loans have been granted by the 
Society for paddy cultivation;

(A) Fertilizer loans in kind - Rs 9,700/-
(B) Cultivation loans in cash - Rs 92,250/-
(C) Marketing loans - Rs 30,000/-

The members expect to sell about 35jOOO bushels of paddy
through this Society during the current harvesting period. 
The rates of interest of these loans are 5% to Society fron 
Bank with period of 9 months, &fo after 9 months, and 9% 
from Society to members.

7. Management;- There are 2 Managers - one each for Paddy and 
Consixmer Sections. Besides these two there is a Secretary,
2 Salesmen and a Watcher.
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4- out of 6 employees have been trained at the School of 
Co-operation, Polgolla. Manageraent Coi'unittco has been fairly 
active. The President has been a member of the Committee 
since the inception of the Society. He is educated and the 
fellov/ members look upon him as a spirit guider.- His leader
ship to a great extent accounts for the succcss of the Society 
On the wholu, this Society is a moderately good rural multi
purpose co-operative 5 so far visited by the writer.
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INWEX; SPECIAL NOTE ON EMHEEA PROJECT
AiID THE ROLE OE THE LTULTI-PURPOSE 
C0-0P7j]I{;lTIVE SOCIETIES
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The GoveriiHent has been examining the problem of maxiinisî  
output from major colonization schemes for some time, despite tho 
fact that the yield per acre of cultivated area under these schci'r 
was about 10 bushels above the national average of about 40 bush./. 
Government attention v/as drawn to the colonization schemes by the 
Government in developing the schemes but also because of the"favoi 
able factors existing in the areas covered by the schcmes. The 
most importc.nt of these are:

1. Tenurial conditions assure a farmer the full return 
of his investment, and

2. A regular supply of v/ater was guaranteed.
While these matters were being examined by the Government 

an I.B.R.D. Mission visited Ceylon in 1966 to review the "5-year 
Irrigation Plan". The Mission focussed attention to the urgent 
need of increasing productivity per a,cre in major colonization 
schemes so that the optimum return of the heavy capital invcstmen 
incurred in the provision of irrigation facilities and the settle 
ment of colonists could be obtained and the improvemicnt of the 
standard of living of the colonists could be possible.

The 5--year Plan was to be carried out in selected o.rea.s c 
The Elahera Colony was one of the areas selected.

The Committee appointed to study on the I.B.R.D, Report 
suggested that the recommendations of the I.B.R.D, Report should 
bo tested out in o. pilot scheme and for this purpose the Elahera 
Project v̂ as chosen.

The Elahera Yodo. Ela Scheme is one of the most ancient 
schemes which had been restored. The Elahera canal (Alisara Yoda 
Ela) was constructed during the time of King VYasaba (165-209 A.D. 
It was improved during the time of King Kahasena (277-303 A.D.)  ̂
utilized for the purpose of feeding the Minneriya Tank which v/as 
constructed by him. The length of the improved canal from, the da 
to the Minneriya Tank is 25i miles. By the 7th century A.D. the 
canal was further extended to feed Giritale, Kaudulla and Kantalo., 
Tanks. Later, the Elahera canal as well as the tanks were restoi- 
again during the time of King V/ijayabahu I (1070-1110 A.D.). The 
work was abandoned at the end of the Polonnaruv;a period when the 
population moved from the North Central Plains to the central 
mountains of Ceylon,

The above-mentioned channel v/as restored in 1941, It was 
then designed to irrigate 500 acres. With improvements to the 
channel the acreage has been increased to the present size of 
5,535 acres.



The Minister of Lands . ̂ .^ointed a Cominittee to work out a 
scheiuo for the development of this area. The Departments of 
Irrigation, Co-operative Development, Agrarian Services, and 
Agriculture were associated v̂ ith the Corniaittee.

The Pro.ject-area covered 4,686 acres assweddumised paddy 
land receiving \-/ater from the Elahera channel and 850 acres 
receiving water from rain-fed and other sources. In Maha the 
entire area was cultivated, while in Yala only 50/̂  of the area 
was irrigated from the charjael and v/as cultivated in rotation 
every alternative year.

The adjacent high land in the project area covers 2,870 
acres. Except where v/ater is available to support the planting 
of coconut, mango or plantains, the rest of the high land area 
is virtually uncultivated for lack of water in Yala.

The Conunittee decided that the initial objectives of the 
project should be limited to the following;

(a) To raise production of paddy from the present level 
of 50 bushels per acre to the highest possible within 
the shortest possible period;

(b) To establish a cropping system to give the maximumt 
economic return, by the cultivation of subsidiary 
food crops and other crops and the maximum use of 
water available;

(c) To diversify the economic activities of the colonists 
so that they could maximise their income by establis'ninc 
Agro-industries, etc. 5

(d) To introduce better control in the use of v\rater; and
(e) To develop the colonist's ovm org.anizations, like 

Cultivation Committee and Co-operative Societies, 
so that the colonists could plaĵ  a more important 
part in their own development programs.

In Maha 67/58 the Committee decided that attention should 
be concentrated exclusively on paddy and has secured farmer's 
co-operation to work towards <a twenty per cent (20%) increase 
in production from 50 bushels per o-cre in 66/67 to 60 bushels 
in 67/6 8.

The Project area was serviced by 8 M.P.C.S. All the 
colonists and L.D.O, permit-holders are members of these 
societies.

Agricultural credit was channelled through these Societies, 
Under the project every endea,vour is made that whenever loan 
applications were made for agricultural operations they should 
be entertained with the assurance thcat the applicants would get 
good seed paddy, insecticide, weediciden and fertilizers as 
recommended by the authority. As the bulk of these loans v/as 
given in kind and not in cash, two advantages are presents-
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(a) The cultivator would adopt practices which vv̂ ould

assure him a better yield, and
(b) Because of a better yield there was a better chanco

for the recovery of the loan.
The purchase of paddy and other agricultural produce, the 

supplying of the production and consumer goods to the members, anc 
the hiring of G-overnment Tractors, etc. are all done by the 
M.P.C.S. through their respective business sections.

There is a significant increase in the use of certified 
seed and fertilizers as well as loans for 67/68 Maha. The com
parative figures are as follows;

66/67 Maha 
Bushels
1,866

Sale of Fertilizers
Urea S, 
cwt

of Ammonia 
cwt

67/68 Maha 
Bushels
5,228

Saphos
cwt

of Potash 
cwt

Total
cwt

66/67 Maha - 780 257
67/68 Maha 20 4,669 2,382
A^riculturo.l Credit Granted to Members

66/67

156

1,223

67/68

.,193
i,094

Members Amount Members Amount
Ploughing 500 Rs 95,920.00 876 Rs 203,798.00
Seed Paddy 314 II 20,861.00 733 90,134.40
Fertilizers 258 !i 15,791.95 794 tl 144,942.20
Transplanting 487 11 53,580.00 848 tl 83,998.50
Y/eed Control 487 11 51,740.00 839 1! 85,036.90
Harvesting 282 11 33,755.00 879 U 81,745.45

Total tt Rs 271,647.95 Rs 689,655.45

Under the project the co-operatives have a very significant 
part to play. All credits granted to the farmers are through the 
co-operative societies. It is hoped that the co-operative would 
undertake the marketing of members produce too. At present the 
marketing activities are mainly confined to the purchase of paddy 
under the G.P,S,

The socieities have in this process of development been 
benefited by an increase in the volume of business. In the 67/68 
Maha season alone there had been a sixfold increase in the sale of 
fertilizers and seed paddy. It is noted that the members are now 
realizing the value of the co-operatives and are taking a greater 
interest in their activities.



(3) UQLTI-PURPOSE CO-OPEMTIVE DEVELOP̂ TEî T 
  - JAFFNA DISTRICT -
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(A) GENERAL ECONOI'/Px AND CO-OPEEi\TIVE DEVElOPiTTjlNT

Here in the District of Jaffna, the fields everywhere look 
green. It is the land of onions and chillies and now of potatoes 
as well. The cultivation of paddy for the Maha season, 1967-68, 
has been 79,188 acres, being IG^OOO acres more than the previous 
year. Production of rod onions during this same period was 3,475 
acrcs which was 306 acres more than the target production for the 
year and 535 acrcs more than the previous year. The District now 
produces over 80% of the Country’s total production of red onions. 
The cultivation area of dried chillies so far has reached 1,625 
acres, (dried chillies are a Yala crop), almost 50% of the target 
for the whole year. Potato production, about 500 acres, a little 
short of the target acreage set for that crop. Being comparatively 
much more profitable, potato production is likely to increase 
greatly in the coming years.

The Jaffna farmer, however, has his worries too. First ie; 
the absence of a crop insurance which will guarantee certain ar.iount 
of security to a farmer who has invested in easily perishable crops 
like red onions and potatoes. The second difficulty is the timely 
supply of fertilizer to farmers in the district. Long delay in the 
transportation and delivery of fertilizers is understood to arise 
from a disparity between an increasing usage of fertilizers and 
an unstrengthened transport fleet which fail to deliver the 
fertilizers from the Colombo stores.

There are difficulties in the way of greater food pro
duction for the Jaffna farmers, although the district has managed 
to keep pace and sometimes even exceed the Governments targets 
under the food production campaign,

Jaffna is known as the birth place of the Co-operative 
Movement in Ceylon. There were numerous credit societies and a 
Provincial Co-operative Bank as well as agricultural production 
and sales societies and stores societies in existence before 
the introduction of the M.P.C.S. Movement in 1957. Most of the 
original rural credit societies have been left alone performing 
their old functions as single purpose societies. There are 5 
Credit Unions in this District v/ith a total membership of 324 
societies. The case is also true wath regard to some of the 
well-established agricultural production and sales societies 
in this area. Multi-purpose co-operative idea v/as brought in 
as one type of nev\/ly promoted co-operative organizations. Many 
of the now existing multi-purpose co-operative societies v̂ ere 
converted from consumers’ stores societies during late fifties, 
but the conversion in most cases did not affect very much the 
nature and function of the societies concerned. The names of 
the societies have been changed with many of them also changed 
their areas of operation as well, but not the outlook of the



societies and the attitude and practice of their members toward 
their societies. This inertia or resistance to change perhaps 
has been existing most persistently in Jaffna.

The general business practices of many M.P.G.S. have been 
that purchases of consumers' goods supplies v/ere made from the 
M.P.G.S. Unions, v/hile, at the same time, selling their members' 
agricultural produce through the Union of Agricultural Production 
and Sales Co-operatives. It is, in fact, a system of double 
membership for many of the primary M.P.G.S.

Government loans have been given to the societies as agent 
for the implementation of Government policy and not as a principal 
normal function of the societies concerned. Purchases of paddy an 
other agricultural products were done under the G.P.S., while dis
tribution of rice and some other essentials of life has been made 
according to ration books. These show the dependence of the co
operative movement upon the support of the Government and in m.any 
cases these supports have meant the business success or failure 
of such societies.
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(B)_SO?.® STATISTICAL DATA '^I'ERRSD TO CO-OPERATIA^E 
___  MOAnaSNT II? JAPI'NA DISTRICT
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MULTI-PURPOSE CO-OPERATIVE UWIQMS

Turnover;-
1963 1964 1965 1966

1. Rs 49,784,515 Rs 57,614,518 Rs 62,051,407 Rs 67,934,446 
Gross Profit.•-
2. Rs 760,600 Rs 1,031,593 Rs 1,338,215 Rs 1,299,662
Hot Profit
3. Rs 208,319 Rs 250,899 Rs 330,904 Rs 315,549
Reserves:-
4. Rs 1,146,527 Rs 1,548,165 Rs 1,750,208 Rs 1,856,357
Guaranteed Pricc Produce Handled by Societies:-
Produce 1963 1964 1965 1966
Paddy Rs 1,134,974 Rs 465,165 Rs 975,673 Rs 361,500
Chillies " 400 " 1,272 " 1,505 ” 2,620
Bombay Onion ” 200 " 234 " 348
Red Onion " 179,934 ’’ 186,333 " 305,783 " 339,029
Agricultural Lo.?.n Granted to Members;-

1964 1965 1966
Rs 1,467,907 Rs 2,299,238 Rs 2,952,855 

Issue of Fertilizers by M.P.C.S. to Members;-
1963 1964 1965 1966

64,976 cwts. 66,972 cwts. 45,764 cwts. 71,194 cwts.



(C) TI-IE WORTHJillI'I DIVISION CO-OPERATIVB FEDERATION

- 120 -

This organization is the first of its kind in Ceylon \f±tn 
its headquarters situated at Jaffna Town. It v/as registered in 
1937 with the idea of setting up a nuc-leus of the co-operative 
movement which would pave the way for the control of the movement 
by itself. The objects of the Federation, therefore, wore envisage 
as follows

To fa,cilitato the operation of co-operative societies, - 
more particularly to determine, collect, administer, and 
account for sums of money contributed in accordance with 
the provisions of the rules in force under the Act;
To arrange for the supervision and audit of co-operative 
societies;
To provide educational assistance to be given to m.embers 
and employees of such societies|
To acquire, purchase, sell, hire, rent, let, lease, or 
mortgage land and buildings; install m-achinery and 
pledge securities with the prior approval of the 
Commissioner; and
To take other measures designed to improve or assist 
the work and extend the usefulness of co-operative 
societies and generally to propagate the proper under
standing of co-operation.
The Northern Division Co-operative Federation started with 

a membership of 127 societies. Today the memibership has grovm to 
1 ,2 3 7, an increase of nearly ten times, during its 3 decades of 
existence o

The follo¥/ing is a brief survey of the scope and activiti 
of the Federations
1. Co-operative Education;-

The Federation set up a Co-operative Training School in 
1952 and this School now conducts three levels of courses 
lasting 2 months, A months and 9 months, respectively. The 
subjects taught include Principles of Co-operation, Co
operative and General Lav̂r, Accounting and Auditing 
Management, Secretarial Practice and Econom.ics.

2. Journals
The Federation publishes a monthly Tamil magazine v/hich 

reaches every co-operative society in the North and the Ĵ o.st, 
thus spreading co-operative ideals and Icnowledge to the mombci' 
and the general public. The Federation also issues a fort
nightly English paper "The Co-operator" which includes a Tamil 
supplement. The paper is widely circulated in Ceylon and 
elsewhere.
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3. Seminarss-
The Podcration organizes seminars, discussions and trainiiu 

classes of one or tvv'o days' duration monthly. It was rcpoi’tc-d 
that the response of societies had been very encouraging.

4. Itinerant Book-keepers Service:-
The Federation started the Itinerant Book-keepers Servio-.: 

to help socieities keep proper and up-to-date accounts.
Even the best-run societies are making use the service of 

these book-keepers as checking officers or internal auditors. 
The Federation has also dravm up plans to set up a special 
audit Section to audit the accounts of Unions and large 
Societies.

The above services o.re useful to meraber-societies for 
preventing the occurrance of frauds and malpractices in 
GO-operative societies failing to keep proper and up-to-date 
accounts. Also, this practice v/ould replace the cumbersome 
responsibilities of the Auditing Officer from the Central 
Go~opero.tive Development Department.

5. Rectification work;-
The Federation has taken an active interest in rectifi- 

cation work in helping societies which are not functioning 
properly. This ha,s been done in co-operation with the 
officials of the Co-operative Development Department visiting 
societies, discussing v»'ith Coimnittee members their problems 
and suggesting ways and means of solving them.

6. The Structure of the Northern Co-operative Movement could be 
shov/n as follov/st-

KORTHEHIT DIVISION GO-OPEmTIVE FEDERATION

Secondary Societies
M.P.C.S. Unions 
Credit Unions 
Co-operative Banks 
District Unions 
Textile Union 
N.D.A .P.C, Uni on
Aegarette Tobacco Growers’ Union 
Dairy Socieities Union 
Fishermen’s Societies Union 
Harbour Workers' Societies Union

16
15
3
2
1
1
1
1
1
1

Total 42



Priiriary Societies
M.P.C.S. .................  293
Credit and Thrift Societies .........  548
Industrial Societies . o  . .  . .  ......... 139
Stores Societies  ..   .. .. 135
School Supplj^ Societies . . .............. 45
Pishing Societies .. o. .........  56
Labour Societies . . « . . . . , .........  18
Dairy Societies o= .. .o .........  7
Hospital Societies ..  ..............   .. .. 4
Electoral Parras . o . , , . » . .........  2
Other Primary Societies ............. 12

Total 1,259
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BRIEF NOTE ON THE tIULTI-PURPOSE CO-OPER.\TIVE 
DEVELOPMENT IN THE JAFENA - ¥/EST DIVISION

The Division covors a part of the Jaffna District and 
embraces 5 revenue districts. The distribution of M.P.G.S. 
among those revenue districts is as follows

Primary s-
Delf —  3

Islands --- - 16
Valigamam West --- 34
Valigamam North ----- 30
Valigamam East —  --  23

SecondG.ry s -

M,P,C.S, Uni ons -— —  5
Total 111

(relative position of M,P,C,S. and other types of co-operative 
societies see below)

(I) The functions of M.P.C. societiess-
1. To supply the requiromients of members for 

d omeStic purpos e s 5
2. To operate savings schemes and grant loans and 

advcances to members for agricultural production, 
and to operate Rural Banking and pavm brokering 5

3 . To store, process and dispose of the agriculture 
produce ?

4. To undertake industrial activities; and
5 . To execute labour contracts v/ith the purpose 

of providing employment to members.
The M.P.C. societies came into being in 1958 and it v/as 

expected that each M.P,C,S, would have one village as its area 
of operation. Each of these 106 M.P.C. societies covers almost 
one village although in some areas there are more than one 
societies for one village.

(II) Achievements of the societies;-



1. Retail Stores;- Of the 106 M.P.C. societies as riio.ny 
as 82 have retail Gonsumer stores supplying its 
members (and non-members of the area) with household 
requirements. The total number of consumers in this 
division is 354,847. Among them 219,590 are servod 
by the M.P.C. societies, while another 95,755 are 
served by the stores societies.
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2. G-ranting of loans;- All M.P.C. societies undertake 
the granting of loans for agricultural pursuits. 
Onion cultivation is the chief occupation of the 
farmers of the area. Loans granted during the 
period between 1.9.67 - 30.3.68 were as follows

Paddy Rs 130,970.00
Onions 1,322,979.00
Chillies  ___ 333,749.00
Potatoes ___ _.. 150,905.00

Rs 1,938.603.00

3. Marketing of Agricultural Produce:- This is one
of the important fimctions of these M.P.C. socioi'Gitii, 
The various products of the members marketed are:
(A) Onions;- All produce is handled by the MoP.C. 

societies and production in the yeô r ending 
December, 1967 was 282,000 cwts. (over 50%)
as against the requirements of Ceylon for 
one year - 480,000 cwts.

Marketing of these onions is made easy v/iti:. 
the operation of the guaranteed price for onio:on,- 
Under this scheme, Government fixed a minimum 
price for each month, guaranteeing purchase at 
that price. Hence all onions are sold to the 
Govermaent through the C.W.E.

(B) Chillies;- This too is an item under the 
guaranteed price scheme operated by the Govern
ment, The price per owt. was Rs 252/- for 
grade I. But with the restriction of imports 
by the Government^ the priceof chillies in the 
open inarket v;as Rs 450/- a cwt. This situation 
naturally prevented the members from handing 
over their produce to the C.V/.E.

(C) Potatoes;- This crop is not grovm extensively 
in this area. It was first started three years 
ago and in 1967 the acreage under cultivation 
increased 10-fold. The societies had a scheme 
of giving an advance of Rs 50/- per cwt. to 
farmers who surrendered their potatoes. This 
produce was resold through the Union and the 
farmers were to be paid a rebate after sale.



(D) Paddy;- Very little paddy was grown in thin 
division a,nd the little that was produced was 
insufficient for domestic conswaption, hence 
no paddy w:\s sold by meiiibers.

The other products v̂ ere Bombay onions and 
tomatoes which v/ere not grov/n as comjnercial crops.

4. Rural Banking;- Only 3 M.P.C, Societies had started 
Rural Banks - the;/ were:

(a) Alaveddy M.P.C.S,
(b) Inuvil M.P.C.S.
(c) Mathagal Centre M.P.C.S.

Through the Rural Banks, these socieities gra.nt 
medium-term loans to members for;

1. Housing construction,
2. Settlements of old debts,
3. Conversion of land for a,griculture,
4. Consumer loan, and
5. Emergency loan.

The first 3 itoms of loons were granted on the 
security of hypothecation of property and covered 
a period not exceeding 10 years.

The M.C.L. allowed for each of these societies 
is as follows;

Alaveddy M.P.C.S. Rs 556,000/-
Inuvil M.P.C.S, ” 510,000/-
Mathagal Centre " 350,000/-

5* Pavm Brokering;- Only tw'O societies, Alaveddy and 
Mathagai Centre M.P.C.S. are permitted to engage 
in this business. They accept jewellery made of 
gold as securities for advancing loans with a 
limit of capital am.oianting Rs 50,000/- each 
Society for this purpose,

6. Industrial Activities;-
Textile Y/eaving;- A common industrial activity of 
many M.P.C. Societies is the running of textile 
weaving centres. These centres are manned by the 
children of members. Textiles for domestic use are 
usually produced at these centres whose products 
are ta.ken over by the retail consumer stores and 
sold to members.
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Onion Koodus:- The onion ax-e packed in small airl;v 
bags knovm as "Koodus" made fron palmyrah leaves. 
These Koodus, a few years ago, were imported froin 
India. Today every society products its own 
requirements of koodus. This is a kind of cottar̂ c 
industry producing additional income to the other'- 
wise idle women and girls^
Bakeryt- The supply of buns, biscuits to school 
children has been handed over to the M.P.C. 
Societies by the Education Department. This 
gradually led to the starting of bakeries by sorae 
societies.
Salt;- Salt is produced by a M.P.C.S, Union at 
Kalundai. The Salt produced is sold to the Govern-■ 
ment at Rs l/25j which was legarded as lov̂ er than 
the cost of production presently abotit Rs 3/00, 
During the year 1966, 21,000 cwtcc of salt were 
produced.

7. Work Contracts:- Construction of houses and builoi' 
for the Government is now done by the M.P.C, societ: 
which have the technical know-how and the necessc'. .-y 
finance. Such contracts were undertaken on a 
suggestion of the Government„ In the early days 
very keen interest was shown by the societies.
But because of the lack of experience and know-hcv^ 
most contracts worked at a loss. Today, only tlic 
experienced societies agree to take over a contrac

8. Savings Scheme;- A Savings Scheme is in operation 
in all societies. Under this Scheme^ the raembGrs 
agree to,give about 4 lbs. more for every cwt, oj 
agricultural produce surrendered to the Society-.
The value of 4 lbs. is credited to the savings 
account of the member. By this operation the 
societies hope to collect about Rs 300,000/- 
annually. Members are paid 5% interest on savin;?;:. . 
In 1967s collections amounted to a little less th ' 
Rs 300,000/-

General Rejnarks;
About 22 societies engaged only one activity, which, in fact, 

could not be said as multi-purpose co-operatives. The others v;orc 
operating more than one activities. Only 2 societies were engaged 
in all activities as mentioned earlier. They are - Alaveddy 
M.P.C,S. and Inuvil M.P.C.S., both of which the writer had the 
opportunity to visit during the tour.

It was noted that the working of these M.P.C, Societies will 
much depend on the availability of educated personnel in the 
village who would take up the positions as office-bearers, and 
the efficiency of management. In most villages these essentials 
are lacking and hence education and extension work is very 
necessary. The few educated, (namely the village school master̂ ''' ■
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who are available do not show a ready willingness to have anything 
to do with the movement.

It was also noted that the managers of M.P.C. Societies v/ere 
not satisfied with their lot. Most of them were poorly paid and 
often-times exist at the fancy of a few committeo members. These 
managers asked for security of service and a unified salary Schoiae, 
Lov\̂ salaries also gives room for dishonesty and fraud,

APPENDIXs- x\LL TYPES OP SOCIETIES 
______ (JAPPm Y/EST DIVISION)______

PRIFiARY:
1. Credit Societies, Liraited 12
2. Credit Societies^ Unlimited 312
3. Thrift Societies 2
4. Stores Societies 85
5. School Co-operatives 25
6 . Agricultural Marketing & Production Societies 18
7. Pishing Societies 27
8. Dairy Societies 3
9. Textile Weavers Societies 26

10. Mat Production Societies 1
11. Pottery Production Societies 2
12. Coir Production Societies 6
13. Carpentary Societies 6
14. Other lnd\istrial Societies 11
15. Labour Contract Societies 1—•:»
16. Multipurpose Cooperatives 106
17. Hospitals Societies 3
18. Other Primary Societies 9

659
SECONDARY J
1. C.A.P. & S. Union
2. M.P.C.S. Unions
3. Dairy Societies Union
4. Credit Unions

Total

1
5
1
5

671
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INSPECTION NOTE; NO. 1

VALIGAmN WEST JffULTI-PURPOSE GO-OPHR/lTIVS 
________SOCIETIES UNION, LIMITED

Tho above Union was registered as a Stores Societies Union 
on 7.7.44. The area of operation at that time was the entire 
Valigamam West D.R.O.'s Division. On 9.4.59 it was converted into 
a Multi-purpose Co-operative Societies Union. Prior to this con
version in 1959, the societies in Pandateruppu parish agitated for 
a separate M.P.C.S. Union. In pursuance of this demand, the 
Pandateruppu M.P.C.S. Union was registered in 1958. The Valigaman 
West M.P.C.S. Union is now serving the needs of the affiliated 
societies in the parishes of Chankanai, Manipay and Vaddukoddai.
Membership;- The number of societies affiliated to this Union is 
37, and only 23 of which are M.P.C.S, and the other 14 Stores 
Societies which have not been converted into multi-purpose, but 
have been admitted to membership of the Union.
Rice-Ration Books;- The number of R.R.B, served by this Union is 
made up as follows:-

M.P.C.S. - 23 R.R.B. - 34,159
Store Societies - 14 It - 1 3 ,1 4 0
Depots 8 II - 6 ,4 2 3
Authorised
Distributors - 34 11 - 17,726

79 71,448

Maximum Credit Limit;- A sum of Rs 1,233,500/- was approved on 
5 .1 1 .1 9 5 7. The break-up of this M.C.L. is given below;-

Consujner Items, textiles, etc.
Sugar Rs 50,000/- 
Plour " 50,000/- 
Subsidiary goods " 30,000/- 
Textiles " 70,000/- 
Cement " 25,000/- 
Hardware " 25,000/- Rs 2 5 0,000/-

Loan AccQ-unt - Piamps & Spares " 175,000/-
loan Account C.C.D. & R.C.S. Loan ” 3 0 0,000/-
Saltern No, 2 A/c. (Preezed) '' 373,500/-
Saltern Working exp: 35,000/-
Letters of Credit Manure " 5 0,000/-
C.V/.E. Credit " 50,000/-



The Union has been directed to maintain a separate 'ledger 
to control the various expenditures scheduled under the different 
heads given above. This kind of rigid credit control might put 
the Union in an awk'jvard position in the management of its business 
affairs. Greater flexibility should be given to the Committee of 
Management at its discretion.
Shares;- The value of a share is Es 500/-, The paid-up share 
capital as on 31.0.67 is Rs 43,266.27.
General Business Activities;- The following are the Business 
Activities of the Union;-

(a) Wholesale business in rice (free issue), flour,; sugar, 
subsidiary foodstuffs and all other articles necessary 
for the life of the commiinityi

(b) Textile wholesale and retail trade;
(c) Management of a hardware store5

(d) Sales a,gents for water-pumps, kerosene and 
fertilizers!

(e) Operation of a Saltern project; and
(f) The management of two retail selling points, and

8 depots for weak co-operative societies that were 
on the verge of liquidation.

Progress of Business;- Comparative figures of the business tum- 
over for the past 5 years are given below
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Year Purchases Sales

1963 Rs 4,302,862/- Rs 4,433,866/-

1964 " 5 ,2 7 4,233/- " 5,3 0 0,279/-

196: " G.10!5,679/- ■■ 6,345,006/-

1966 » 6,598,727/- ” 6,924,672/-

1967 " 6 ,0 1 5,310/- '■ 6,324,622/-
The gross profit earned in the different branches of 

business, and the net profits realised for the past 5 years are 
also given belov/:-
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gfineral Coininents on the Business Trend
(a) Purchase difficulties;

With the exception of the rationed-goods, most of the 
requirements are not freely available at the C.W.E, Items 
such as arecanut, soapnut, washing-soda, quality coffee-secds, 
coconut-oil, poonac, Bengal-gram, potatoes, etc., are all 
purchased in the open market.

(b) Margin of profit fixed by the Union on the purchases 
made from the C.W.E,:
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Name of
Cost

C.W.E. Union
Comodity Price; S.P. ;

Garlic Rs 155/- cwt Rs 165/- cwt
B-onions t! 21/-  cwt 25/- cwt
Gram-dhal ft 5 1 /5 0 cv/t 5 7 /2 5 cwt
Green-gram 4 5 /2 5 cwt 50/90 cwt
Battery Lux It 51/- gross 52/- gross
Condensed Milk t i 35/- Case 38/80 Case
Tinned Fish n 38/- (80 in/C) 45/- (80 in Cash)
Tamarind u 33/- cwt 50/- cwt.

(c) Margin of profit fixed by the Union on the purchases 
made from the private trade;

Name of
C ommodity 
Semolina Rs 97/- Rs 1 0 3 /5 0 (7 lbs of 18 pktd^'
Pepper " 1 /1 2 lb. 1 /3 0 lb.
Arecanut " 85/- cwt. 90/- cwt.
Washing-soda n 35/_ 40/- (1 hag)
Coffee seed " 2 /50 lb. " 2 /70 lb.
Coconut oil " 19/- 23/- (4 gl. tin)
Soap nut 2 /7 5 lb. 3/- lb.
Poonac " 19 /5 0 cwt. ’’ 22/50 cwt.

(d) Percentage of sales to the affiliated Co-operative 
Societies, and to the Private Trade;

The figures in respect of the sales made to the member 
societies and to the private trade are given below. These 
figures have been worked out as an illustration from the sales 
effected on particular days;



(i) To membGrs - Rs 30,515.21 - 65^ of the total Sal.
To Private Trade - Rs 16,424.17 - 3̂ 5% " ’’ "

(ii) To members - Rs 28,260.41 - 55/S " ’’ " "
To Private Trade - Rs 23,296.10 - 45f° " " "

(e) Rationed Coiriinoditicss
Maldive-fish, mysore-dhal and cummin-sced are not in dema’i:; 

in this area. As a result of this, the monthly allocationB mad; 
to the societies are not drawn by thorn in full. Even the neagr. 
quantities that arc drawn by the societies monthly are due to 
official pressure as they cannot by-pass the regulations. Fror:. 
business point of view, therefore, this practice should be con- 
aidered as irregula.r unreasonable.

The follov/ing figures indicate the maximum allocation nc.cc 
and the amounts drawn with regard to rationed corrnnodities durii-; 
the months of June, August and October, 1967s-

Commodities: Commodities;
Maximum Entitlement; Maximum Entitlement Drawn;

cwts lbs oz. cwts lbs cwts lbs cwts lbs,
Chillies 119 - 22 - )

) FULL QUANTITY ISSUED:
Corriander 7 9 - 5 2 - 2  )
Maldive Fish 19 _ 97 _ i 1 1 - 9 1  1 1 - 2 1  8 - 7 ^
Mysore Dhal 238 - 44 -6 149 - 70 110 - 23 127 - 10'"
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Cummin Seed 19 _ 97 _ i 1 6 - 8 0  10 - 49 14 - 86

It is the candid opinion of the member societies and the con
sumers that the following adjustments should be made in the 
allocations so that they could derive the full benefits of 
this distribution scheme.

(a) The quota of Mysore dhal may be reduced to half the 
present allocation, and the balance supplemented by 
green-gram.

(b) The present quota of maldive-fish be reduced by 
half, and an increase be given in respect of 
corrianderj i.e. the present entitlement of 2 ozs, 
per ration book be increased to 4 ozs,

(c) In the case of cummin-seed, too, they feel that the 
normal allocation could be reduced and supplemented 
with chillies.

Fertilizer Sales Agency;- The agency has been given to this Union 
by the Commissioner of Agrarian Services for the distribution of 
fertilizers to the Co-operative Societies and to the bona-fide 
cultivators in the area. During the past 12 months (1967-8),



10,960 cv/-ts of fertilizers were received from the G.A.S. 
cwts were issued.
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and

Import of Water-Punips c.rid Distribution:- Licence has been given tv: 
this Union for the importation of Alcon water-pumps. During the 
last 10 months (1967-8)5 250 Junior and 145 Senior pumps were 
imported and sold. The Union took an active interest in the impo::-'L 
of these pumps as the prices prevailing in the open market were 
exorbitant. At uhe tine of the writer's visit the price of a 
Senior pump at the Union v/as Ss 1,300/- and the Junior pump 
Rs 8OO/-. These prices coBipared very favourably with those of 
the private trade. Inquiries revealed tha,t the minimum market 
rate of a Senior pump v/as Rs 1,750/- and that of the Junior pump 
Rs 1 ,250/-. It would thus bo seen that the cultivator paid to the 
Union approximately Rs 450/- loss than the prices quoted by the 
private im.portersc

In order to maintain an equitable distribution of the pumps 
imported, the Corxiittee of management has decided that 60 percent 
of the imports should be distributed among the other Unions in the 
Jaffna area. It has also been decided that 40 percent of the net 
profits earned should be give:; to the respective Unions for handling 
these pumps0

DEVEL0P&Q3UT PROJECTS;
(1) Kalundai Saltern;.

This project was inaugurated in May, 1964. Under this 
scheme, 340 acres of Grovm land at Kalundai v/ere leased out 
for the construction of Reservoirs, Condensers eaid Crystallis 
beds. Of 340 acres, 30 acres have been reserved for Cry- 
stalliser-beds of which 15 acres have already been developedo 
Up to the period ending 31.8.67, a sum of Rs 731,757.78 has 
been spent as classified in the following manner

CAPITALISED AMOUNTS
Fixed Assets; Buildings, Roads 

and Eurnit'ure Rs 25,831.50
Development
Project
Expenses;

Working 
Expenses:

Crystalliser, 
Condensers, Lagoon 
Channel, Storage 
platf orms, pump- 
hous e, Wind-mill, 
Water-pumps, Tools 
Etc,

(5.4.66 - 31.8.67)

Rs 536,366.95 562,198.45

169,559.33
731,757.78



(i) To members , -  Hs 30,515.21 - 65?̂  of the total Sal.
To Private Trade - Rs 16,424.17 - 3-5% ” " " "

(ii) To members - Rs 28,260.41 - 55̂;̂ " ” " ”
To Private Trade - Rs 23,296.10 - ” ’’ ”

(e) Rationed Commodities;
Maldive-fish, mysore-dhal and cuijimin-seed are not in demcnc 

in this area. As a result of this, the monthly allocations made 
to the societies are not drawn by thorn in full. Even the meagr, 
quantities that are dravm by the societies monthly are due to"” 
official pressure as they cannot by-pass the regulations, i'rj;:, 
business point of view, therefore, this practice should be con- 
Bidered as irregular unreasonable.

The follov/ing figures indicate the maximum, allocation mc.ao 
and the amounts drawn with regard to rationed coianodities durii ; 
the months of June, August and October, 1967;-

Cominodities: Commodities;
Maximum Entitlement Drawn; 
cwts lbs cwts lbs cwts lbs»
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Maximum Entitlement;
cwts lbs oz.

Chillies 119 - 22 -
Corria-nder 79 - 52 -2
Maldivc; Pish 19 - 97 - i
Mysore Dhal 238 - 44 -6
Cummin Seed 19 - 97 - i
! the candid opinion of the

) PULL QUANTITY ISSUED;

1 1 - 9 1  1 1 - 2 1  8 - 1̂'

149 - 70 110 - 23 127 - 105
16 - 80 10 - 49 14 - 86

sumers that the following adjustments should be made in the 
allocations so that they could derive the full benefits of 
this distribution scheme,

(a) The quota of Mysore dhal may be reduced to half the 
present allocation, and the balance supplem.ented by 
green-gram,

(b) The present quota of maldive-fish be reduced by 
half, and an increase be given in respect of 
corrianderj i,e, the present entitlement of 2 ozs. 
per ration book be increased to 4 ozs.

(c) In the case of cummin-seed, too, they feel that the 
normal allocation could be reduced and supplemented 
with chillies.

Fertilizer Sales Agency;- The agency has been given to this Union 
by the Commissioner of Agrarian Services for the distribution of 
fertilizers to the Co-operative Societies and to the bona-fide 
cultivators in the area. During the past 12 months (1967-8),
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10,960 cvrts of fartilizers were received from the G.A.S. and 10,3"
cwts \vere issued.
Import of Water-Pumps and Distribution;- Licence has been given 
this Union for the importation of Aleon water-pumps. During the 
last 10 iiionths (1967“-8), 250 Junior and 145 Senior pumps were 
imported and sold. The Union took an active interest in the impo:jl 
of these pumps as the prices prevailing in the open market were 
exorbitant. At xhe time of the writer's visit the price of a 
Senior pump at the Union was Ss 1,300/- and the Junior pump 
Rs 800/-. These pricer: compared very favourably with those of 
the private trade Ino.uiries irket
rate of a Senior pump 
Rs 1,250/-, It would 
Union approximately Re 
private importers.

revealed that the mxnimum me 
was Rs l,750/~ and that of the Junior pump 
thus bo seen that the cultivator paid to th: 
450/- less than the prices quoted by the

In order to maintain an equitable distribution of the pum.ps 
imported, the Conmiittee of management has decided that 60 percent 
of the imports should be distributed among the other Unions in the 
Jaffna area. It has also been decided that 40 percent of the net 
profits earned should be given to the I'espective Unions for handling 
these pumps.
DEVEL0PFQ3IJT PROJECTS
(1) Kalundai Saltern;,

This project was inaugurated in May, 1964, Under this 
scheme, 340 acres of Grovm land at Kalundai were leased out 
for the construction of Reservoirs, Condensers and Crystallis 
beds. Of 340 acres, 30 acres have been reserved for Cry- 
stalliser-beds of which 15 acres have already been developed. 
Up to the period ending 31.8,67, a sum of Rs 731,757.78 has 
been spent as classified in the following manner

CAPITALISED AMOUNTS
Pixed Assets; Buildings, Roadt 

and Purniture Rs 25,831.50
Developmeni
Project
Expenses:

W orking 
Expenses;

Crystalliser5 
Condensors, Lagoon 
Cho.nnel, Storage 
platforms, pump- 
house, Wind-mill, 
Water-pumps, Tools 
Etc,

(5.4.66 - 31.8.67)

Rs 536,366.95 562,198.45

169,559-33
731,757.78



The audited statomont of accounts for the period ended 4.4.196',̂ 
reveals that the saltern had worked at a loss of Rs 88,136.97. 
It is, therefore, necessary to consider this case as a natter 
of concern in that, whether or not this project should be 
undertaken as an integral part of the business functions of 
the Union. V/hat is its value to the Union even if it is a 
successful project?
Production of Salts- During the first year of its production 
in 1965 8,471 cwts of salt was collected. The Board of Manage • 
ment did not anticipate a good harvest during that year. In 
the second year, the quantity collected was 9,075 cwts. The 
weather had been very unkind and due to persistant rainfall 
right throughout the season, a very poor harvest was recorded« 
During the third season, i.e. in 1967, the total quantity 
collected was 17,826 cwts due to certain technical defects 
in the saltern,
Financing of this project;- The Jaffna Co-operative Provincial 
Bank is the financing agent. A sum of Rs 650,000/- was approve 
for this purpose. The interest payable on this loan was a he.?.Y, 
charge on the Union, The Coirmiittee of Management, therefore, 
appealed to the C.C.D. and R.C.S. for financial assistance.
In response to this appeal the Commissioner has granted an 
interest-free loan of Rs 300,000/- repayable in 10 annual 
instalments of Rs 30,000/- each, commencing from 1967.
Price of Salt;- The basic price paid for a hundred-weight of 
salt is Rs 1.25. The National Salt Corporation has also 
approved the following additional payment to the Kalundai 
Saltern with effect from 1966 for services rendered by the 
latter;-

(a) Transport of salt from drying ground, etc.
© -/20 cts per cwt.

(b) Weighing and issue of salt @ -/06 cts per cwt.
(c) Supply of water - Rs 507.56.
(d) Issue of stores maintenance, etc. Rs 445.98,
(e) Conservancy - Rs 164/-,

The Board has also decided that an ’aid* allocation of 
Rs 3,500/- should be granted for 1967 for recurrent maintenance 
v>/ork at the saltern.
Cost of Production:- The cost of production for the crop
season 1967 works out Rs 3-63 per cwt, v/hile the Salt
Corporation pays only Rs 1-25 per cv/t.

In ascertaining the cost of production of salt, all direct
and indirect expenses together with the interest on the Bank 
loan have been taken into account. Depreciation on plant and 
machinery and other depreciation on capital items have, hov/- 
ever, not been included in the assessment of the cost of 
production. Apparently, this is not a profitable project,
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and it served little purpose to the member societies. It should 
bo a State business under the Salt Corporation, especially the 
Corporation has operated salterns nearby this area,

(2) Power Loom Project;
The Department of Small Industries has approved the 

establishrflent of a Synthetic power loom factory consisting of 
15 looms. Tenders were called for from the Ceylon and foreign 
firms. These were duly scheduled and forwarded to the Depart
ment of Rural Developm.ent and Small Industries through the 
G.C.D. and R,C,S. The'former recomiaended the acceptance of 
the tender from Kashima Trading Co, Ltd,, Japan, The amount 
quoted by this firm is £18,427-5-10 5 (Rs 246,600/- in Ceylon 
currency), A confirmation of the acceptance of the tender 
has not been conveyed to Kashim^a Trading Co,, as the Union 
has not yet been given the foreign exchange.

The Union was in correspondence with the Development 
Finance Corporation for the release of the foreign exchange 
and the required finance. The application v/as not entertained 
on the grounds that it is not a lim.ited liability Company,
The Developm.ent Division of the Ministry of Industries has 
noYf advised the Union to make a fresh application for con
sideration under the Third Yen Credit Agreement, However, a 
recent Gazette notification published by the Import and Export 
Control Department stipulates that the amount involved in any 
industrial undertaking should not be loss than Rs 1,200,000/-.
If this bo the case, the Union will not get the release of 
exchange under this agreBnent, too.

With the assistance of a technical adviser, the economiic 
aspect of this project has already been prepared, Financing 
this project is the biggest problem. The Committee has 
elected a sub-committee to work a scheme for the collection 
of funds before they could negotiate with the Jaffna Co
operative Provincial Bank for assistance, Approxima,tely 
six lakhs is required for the implementation of this 
project.
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INSPECTION NOTE; NO. 2

VALIKAmM EAST MULTI-PURPOSE CO-OPEMTIVE 
________SOCIETIES UNION, LIMITED_________

Constitution;- This Union was formally registered in 1944 as 
Valikamaoi East Co-operative Stores Union, Limited. It was later 
converted into Multi-purpose Co-operative Societies Union in 1961.
Area of Operation;- Its total membership consists of 20 registers 
Co-operative Stores Societies, 23 Multi-purpose Co-operative 
Societies, 2 school co-operatives and 1 bakery. The area of 
operation of the Union covers the entire Divisional Revenue 
Officer's Division. It caters for the needs of 53,600 consumers.
Business;- The Union holds a total of 51»768 Rice Ration Books.
It rims tv/o wholesale branches and three retail units. It 
supplies foodstuffs, including milk foods, groceries, textiles, 
hardware and building materials, ceramic goods, poultry food, 
minor irrigation pumps, agricultural implements and motor car 
and truck tyres. It also undertakes contract works involving 
construction of buildings, laying roads and transport seirvices. 
The Union owns two lorries. Arrangements have been made for the 
establishment of a Power-loom workshop.
Finance;- The capital of the Union consists of (a) Shares - 
Rs 48,459.93 and (b) Reserves - Rb 86,152.05. It also has a 
sum of net profit - Rs 17,659.00 for disposal. Any deficiency 
in the capital needed for the business operation of the Union 
is covered by a Bank loan. At the moment the Union has a cash 
credit loan of Rs 200,000.00. Its M.C.L. (including cash credit 
loan and building loan) was fixed at Rs 358,5 3/-.
Buildings;- There are tv;o buildings owned by the Union. These 
house two wholesale and one retail branches. Two other branches 
are housed in rented buildings. The value of buildings owned by 
Union is about Rs 250,000/-,
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IHSPEGTION NOTE; NO. 3

INUYIL I'/IULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED

This Society ?rtiich was registered as a Co-operative Agri
cultural Production and Sales Society on 3.8,53 was converted into 
a Multi-purpose Co-operative Society in 1959. Starting from a 
membership of 150, the members on role has now (1967-8) increased 
to 618. Inuvil is predominantly an agricultural area and onion 
cultivation is the mainstay of every peasant. Tobacco cultivators 
entirely depend on this society for all their agricultural require
ments both in cash and kind. The society renders all possible 
assistance for the economic upliftment of its members.
BUSINESS ACTIVITIES;

The following are the business activities of this Society:
(a) Management of two consumer stores which cater for 

the needs of the villagers!
(b) Management of a bakery which serves the needs of 

the local population;
(c) Management of a hand - loom textile centre, where 

quality textiles are produced, and management of a 
model textile depots where all varieties of textile 
are stocked; and

(d) Marketing of agricultural produce by a separate 
department.

BUSINESS TUEITOVER;
The business turnover for the past 3 years is given bcloYn-

Turnover: Turnover; Turnover; Tumovei; Not Profit
Consumer
Textile & Agricultu- 

Year Other Items ral Produce Bakery Handloom __________
Enging Jan,66 Rs 174,682.00 Rs 19^786.00 - - Rs ^̂ 259.00

" 67 " 49^611,00 " 359972.00 3^428.00 7,037.00 " 2^987.00
" 68 " 55^462.00 " 50^095.00 37,000.00 7,102.00 " 2^279.00
It could be observed from the above that the business of the

Society had progressed steadily within the last three years. Though
there is a big scarcity of consumer items, yet the society has 
expended its business in other spheres. Agro-chemcials, fertilizers, 
cement, seed-materials, water-pumps and a variety of other items 
have been brought within the easy reach of the farmers. More and 
more cultivators are now patronising the society and the business 
has increased by four-fold.



mKBRY;
The br.kery which, was started three years ago has proved 

to be a great boon to the people. There are no bakeries in the 
area. This section has worked at gross profit of Rs 3,455,00 in 
1967, and Rs 2,774.00 in 1968, respectively.
SAVINGS SCHEME;

Since the inception of this society, the members have 
been taught the importance of thrift and savings, and the responr:.. 
received from them has been encouraging. The total sa.vings 
collected up to 1.2.68 amounted to Rs 50,983.00,
RURAL BANK;

In order to assist the members in their agricultural 
operations and other urgent financial requirements, the society 
has started a rural bank where the members are afforded the 
opportunity to borrow short-term and long-term loans. Long-term 
loans are granted on collateral securities for purposes like 
improvement of land, building houses, settlement of old debts, 
etc. The society commenced the rural banking operation only 
last month, (March, 1968), and believed that the members will 
benefit to the fullest extent.

The management has also decided to start pawn-broking 
business in order to free the cultivators from the unscrupulous 
money-lenders who charge exorbitant rates of interest in the 
locality.
TEXTILE HANDLQOM:

Sarees, vertys, shawls, towels and other utility textiles 
are produced in this section, and the finished products arc 
channelled through the society’s textile retail store for 
disposal.
ONION KOODUS;

Onion koodus which are used for the packing of onions are 
locally made by the children and wives of the members, most of 
whom are specialised in this job, and they make the koodus during 
their leisure hours. The cost of a koodu ranges from cents -/60 
to cents -/07, The society purchased koodus to the value of 
Rs 31,540.00 from them in 1967.
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INSPECTIOM NOTE; NO. 4

ALAVE3DDY SCTLTI-PURPOSE CO-OPERiiTIVE SOCIETY, LIMITED

Prior to ¥/orld V/ar II, a private Joint Stock Company known 
as "Alaveddy Trading Company" v/as catering to the economic needs 
of the people of this village. The shareholders then comprised 
Malayan Pensioners and the well-to-do people of this village.
After the out-break of World-Y^ar II, it necessitated the Gover- 
ment to introduce a rationing scheme in order to maintain a fair 
and equitable distribution of all essential commofities. This 
rationing scheme jeopardized the business of this private company. 
As an alternative measure, they organised a Co-operative Store 
Society taking into its fold all the consumers of the area. This 
was the begining of a first - rate co-operative institution which 
is serving the needs of the Alaveddy population to-day. This 
society flourished as a store society since 1 9 4 3, and in 1958 it 
was converted into a. Multi-purpose Co-operative Society, ltd,
AREA OF OPERATION AND MEMBERSHIP;

The society covcrs the entire irillage of Alaveddy which 
situated about 10 miles from Jaffna Town, and has a membership 
of l,;j.62, serving nearly 7 ,2 0 0 people.
ACTIVITIES OF THE SOCIETY;

(a) Supply of consumer-goods5 including textiles, and 
production requirements, such as fertilizers and 
agricultural implements 5

(b) Granting of short-term and long-term loans through 
its Rural Bank for agricultural de'^relopment, settling 
of old-debts, construction of houses, etc.;

(c) Management of a pawn-shop where members could pawn 
their valuables,*

(d) Management of a hand-loom textile v/eaving centre.
BUSINESS turnove r; GROSS PROFITS & NET PROFITS;

The Society has two main sections for food-stuffs and 
textiles, three retail branches and an agricultural section.
As an illustration, the figures in respect of the business turn
over for the three years, 1964-66, are given belov;;-

Turnover Turnover
consumer Agricultural Total Gross Ng-t Not

Year section section Turnover Profits Profit loBsei
1964 Rs 843,197/- Rs 173,429/- Rsipi4,626/- 4^124/- Rs ^574/-
1965 " 3,05^989/- " 38Q^62/- l,44Q85l/- 6^578/- *' - Rs 3
1966 " 3^2^726/- " 40^202/- :i,533.928/- 8Cp.45/- " :̂ 23l/-

50i/



It is to be noted that, the management cost in relation t 
total turnover is rather high and the higher the rate of turnover 
the lov/er the rate of gross profits and net profits with 1965, a 
bad year incurring a loss to the society. This shows that manago 
ment is one of the serious problems facing the co-operative movc’■ 
inent of Ceylon to-day,
DISTRIBUTION OP PROFITS;

It was stated that the net profits earned every year v/ere 
to be apportioned in the following manner

(a) 25 percen.t of the net profit was to be set apart as 
statutory Reserve;

(b) 10 percent of the net profit was to be contributed 
to the Northern Division Co-operative Federation 
as Building Fund; and

(c) 5 percent went to the Co-operative Fund,
In addition to the above allocations, the Society paid 

a dividend on shares to its members not exceeding 6 percent, and 
a month's salary as bonus to its employees. Proportionate a,lloca 
tions v;ere also made tov/ards Common Good Fund, Building Fund or 
any other Funds the general body may desire to set up. It is, 
therefore, that there is no dividend for distribution to members 
pro rata to the amount of business transaction made by them. The 
members of the society have lost to some extent any interest with 
the society. It is to be noted here that the problem of dividend 
distribution still remains unsolved in M.P.C.S. organizations.
AGRICULTURAL PRODUCE Hi\m)LED;

(a) The society purchases onions from its members and 
disposes of it through another co-operative organi
zation knovm as the Agricultural Producers' Co
operative Union, Northern Division which undertakes 
the disposal of produce of its affiliated societies. 
The price paid to the cultivator for a hundred weight 
of onions varies from Rs 22.40 to Rs 34.72 for 
different months. The prices are staggered in order 
to encourage the cultivator to preserve the onions 
and to get an enchanced price at a later stage.
The Agricultural Producers' Co-operative Union 
pays a commission of cents -/40 per cwt. to this 
Society for handing over the produce to the Union,
The quantity of onions purchased in 196? wo.s 17,000 
cwts.

(b) CHILLIES arc bought from the members and also 
disposed of through the above Union,
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rural BANK;

This Bank is being managed for the benefit of the cult; 
vators in the area. The People's Bank granted an overdro^ft of 
Rs 200,000/- for the following purposes to be re-lent to the 
members: (1968)

Pawn broking Rs 50,000.00
Special loan 25,000.00
Mortgage loan 100,000.00
Cons-umption loan 25,000.00

Rs 200,000,00

The loans are granted by the bank at 7 percent interest- 
and the Society recovers at the rate of 10 percent. The period 
of repayment of loans varies according to the type of loans 
granted.

The members are allowed to borrov/ the follov/ing maxinLun. 
amount of loans from the Rural Bank;-

Pawn broking Rs 500,00
Special loan 250,00
Mortgage loan 2,500.00
Consumption loan 200.00

The savings of the members in this Bank amounts to 
Rs 78,151.00 on the day of inspection, (25, March, 1968),
MAXIMUM CREDIT LIMIT:

Every year the District Assistant Commissioner of Co
operative development fixes the maximum limit the Society could 
borrow both from the Government Departments and lending institu
tions to enable the Society to implem-ent its programane of work 
for the current year. The maximum credit requirements of the 
Society for 1967/68 has been assessed at Rs 556,000/-, and this 
amount has been approved by the Assisto.nt Commissioner,
LOANS TO MEMBERS;

The following loans were granted to the mx>mbers in 1967:
Types of loans No, of loans Amount granted
Paddy Cultivation 28 Rs 4,270,00
Potato " 3 350.00
Chillies >' 47 12,320,00
Onions " 141 59,705,00



The total amount of loans outstanding is Rs 319,141.73 
as on 31.12,67.
SAVINGS SCHEME;

When tho members surrender their onions, 10 pounds per cwtc 
are deducted as an allowance for loss of weight. Out of this de
duction, the society credits to the members* savings account a sum 
of Rs 1/-. The accumulated savings of the members stand at 
Rs 32,888.68 as on 31.12,67. The members are not allowed to 
withdraw their savings, unless it is for an unforeseen cause,
TEXTILE HAKDLOOM SECTION;

There were 18 looms, and 28 working girls were employed in 
this section under a textile demonstrator. The required yarn was 
purchased from the Co-operative Textile Union, and the finished 
products wore sold through the textile section of this Society.
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INSPECTION NOTE; NO. 5

AVERA.NG-AL ?IULTI-PURPQSE CO-OPEMTIVE SOCIETY, LIMITED

This Society was registered on 20,2,48 under the name of 
"Valikamam East Co-operative Agricultural Production and Sales 
Society, Limited", covering the whole of Valikamam East Divisional 
Eevenue Officer's Division. It was later converted into a Multi
purpose Co-operative Society on 29.6.59. This change enabled the 
Society to undei’take consiimer activities and to intensify its 
assistance to the farmers of Averangal. Total number of m'embers 
as of 24.3.1968 was 787. The business activities of this Society 
consist of the following;-
Agricultural Production;- The members of the Society have under
taken the production of the following crops;-

O n i o n s About 300 acres are brought under cultivation 
yearly for onions^ resulting in an yield of 36,000 cwts.
Potatoes;- Potato cultivation commenced only in 1964.
As a trial, about 5 acres were cultivated. The experiment 
had been successful and the area under potr.to cultivation 
had progressively increased to about 60 acres this yeô r;, 
(1968). The total harvest reached nearly 8,400 cwts. It 
was estimated that as many as 300 acres would be brought 
•under cultivation in 1969.
C h i l l i e s The area cultivated is about 15 acres, 
resulting in an yield of about 180 cwts. The progress 
in this field is not impressive as the plants have been 
affected by disease.
In assisting its members, the Society supplies all the 

necessary insecticides and sprayers besides granting cash loans 
for cultivation and for sinking wells and installing pumps, etc.
Consumer Activities;- The Society started a consumer section in
1964 and has been supplying cons\mption goods to the nem.bers. 
Arrangements have been made to sell goods on credit on the 
security of agricultural produce sold through the Society,
Finance;- The financial position of the Society is sound. It has 
applied for pemission to start a "RURAL BANK" in order to enable 
the granting of medium-tem] loans for house-buildings, repairs 
and extension to dwelling-house and redemption of old debts, etc.

The members have deposited their savings in the Society 
to the amount of about Rs 25,500/-. The ultimate aim of the 
Savings-Scheme should be to encourage thrift of members and 
practice internal financing within the Society, As it is at 
present the savings are invested in the bank and has not been



utilised for the business activities undertaken by the Society.
The capital of the Society at the tine of the visit v/as 

coraposed of Rs 65,420/- in shares and Rs 99,600/- in reserves.
In addition, it had a substantial araount of disposable net 
profit of Rs 90,384/-.
Labour Contract;- The Society has undertaken a contract to relay 
the village road bordering the Society for a sun of Rs 12,000/-.
Buildings;- The Society ovms two large buildings. One ha,s been 
for accomnodating the agricultural produce narketing section and 
the other for consumer store section.
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A BRIEF NOTE OH THE EroLTI-PURPOSE CO-OPER/lTIYE 
DEVELOPMENT IN THE JAFFNA - EAST DIVISION

- K 5  -

The Jaffna East Division is an area which conprises 3 
Divisional Revenue Officers’ Divisions, viz. Jaffna Tovm, 
Thenmaradchy (Southern Area) and Vadaniaradchy (Northern Area).
The entire area is about 175 square niles in extent. The total 
number of societies in existence in this area was 44? at the tine 
of the visit. Anong thera 118 were nulti-purpose co-operatives, 
including those which had been converted as well as societies 
that had been newly established and registered. There are 7 Unions 
of multi-purpose co-operatives for the entire division.

The multi-purpose co-operatives have rendered assistance 
to members engaged in agriculture. The total loans for long-term 
and medium-term requirements granted by the Comiuissioner of 
Agrarian Services through these co-operatives amounted to about 
Rs 33 lakhs.

Hitherto short-term credit had been granted by these 
societies from loans given by the Agrarian Service Department, 
but since the inauguration of the New Agricultural Credit Scheme, 
the Jaffna Co-operative Provincial Bank has undertaken this task 
in the Jaffna District. The amount of loan granted up to date, 
(March, 1968), for the Jaffna Ea.st Division totalled Rs 514,718.89 
cts. which was subdivided as follows:

(a) Paddy production .... ......  Rs 212,382,14
(b) Chillies " .............. " 71,046.25
(c) Onions " ....... . " 79,685.00
(d) Potatoes ” ...... ............. " 151,605.50
It may be mentioned that 50% of the societies are engaged 

in businesses meeting the needs of members both in respect of the 
consuiaer goods and agricultural requirements. Another 5% have 
also undertaken contract work to provide.private employment to 
members. The rest of the societies, however, are engaged only
in running consumer stores serving the people of the area.
These societies are not multi-purpose in .nature and scope. A 
few of the societies have encouraged their members to make 'Kudoos'
;(long narrow baskets made from the ribs of the Palmyrah palm) for 
rstoring onions, thus augmenting their income. While some societies 
have set up textile looms to help the children of members to find 
:employment and to earn an additional few rupees per day by working 
;;in this industry.

Three of the 7 Unions are engaged not only in the consumer 
trade, but also in performing contracts. One of the Unions has 
^already planned to expand its consumer activity by taking over 
j;the supply of petroleum for its area. All 7 Unions are actively 
' engaged in the wholesale trade supplying coinmodities to the 
affilitatod member-societies. None of the Unions has entered 
into the field of production as yet.



The Jaffna East Division is not a rice surplus area. Ther< 
is not iiiucii of large-scale paddy cultivation. The shortage of foo' 
supplies duo to factors beyond the control of the M.P.C.S. has 
affected the business activities of these societies. On the other 
hand, societies have been performing agency functions of the 
Government under the National Development Program. These function' 
are:-

(a) The purchase of agricultural products under the 
Guaranteed Price Scheme,

(b) ..le distribution of foodstuff linder the Rationing 
Scheme, and

(c) The supply of fertilizers, seeds, etc. to member 
cultivators.

It was stated that uneconomic units societies have been 
maintained in order to help the people of particular areas for 
the implementation of Government policy.

Most of societies are now having services of trained 
personnel, but in about a quarter of the societies, the work 
of the management CoEffiiittoes was not up to the average standard 
of supervision.

The societies, except in a few cases, have yet to attract
savings of individual members from the area. They depend on
financial aid either from Government or from local Banks, without
much progress in building up their own funds.

Attendance at meetings is another problem. Many societies 
only managed to transact their business with the bare quorum of 
25 members. This was partly due to the fact that many who were 
not directly benefited by the societies had lagged behind in the 
subscription of their share instalments, and therefore they were 
reluctant to take active part in the management of society’s 
affairs.

In conclusion, it is therefore fair to say that every 
effort should be made; (A) To make societies viable Units 
economically; (B) To impart regular training to all employees 
to step-up managerial efficiency; (C) To conduct a series of 
members education programmes. This form of education would 
make for meaningful member-participation in the affairs of the 
societies; (D) To assist societies to operate schemes of thrift 
and attract savings within the movement; (E) To step-up the 
technical assistance now being given by various agencies to 
make the movement healthy and strong; and (P) To make all 
societies pay the dividend and rebates into the share account 
of the members.
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JAFFNA M.P.C.S. UNION, LIMITED
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INSPECTION NOTE; NO. 1

There was scarcity of cons-uiiier goods during World War II 
in Ceylon, Especially i:he problem of the shortage of food supply 
and difficulty of itc di.stribution was serious. The Governiaent 
v/as coFipelled to make of the co-operative movement to help
solve part of the ciiiorgency problems. Over 4,000 retail co
operative societies were started within a very short period of 
time and all essential articles were channelled to consiomers 
through this network of co-operative stores. To facilitate the 
working of co-operative stores and to obtain in bulk the require
ments for co-operative stores in particular areas Co-operative 
Stores Union v/as formed to operate in every D.R.O.’s area. With 
the introduction of the multi-purpose co-operative scheme the 
work done by the co-operative stores was taken over by the multi
purpose co-opr?'’atiYes and, consequently, all co-operative stores 
unions were cc/rrerted into m^.lti-purpose co-operative societies 
unions. This transformation process has been carried out in 
most cases v/i‘>.hout much difficulty and hardship.

The Jari'T.a Multi-purpose Co-operative Societies Union, 
which was conver'oud froii Jaffna Co-operative Stores Societies 
Union into Union in April 1959, operates not only for
the entire Jailna :o.R,0-’s division but also in addition eaters 
to a fev/ societies in the D.R.O.'s Divisions of Kayts, Kepay and 
Tellipallaio

Meraber-"Societies of this Union:-
M/P.C„S. „ o . . 14
Co-operative
Stores Societies 25
Hospital v/elxare
SocieticG 1

Total ................  40

Non-member Organizations having business transactions
with this M.P.C.S. Union, Ltd.s-

Urban Rural Total
M.P.C.S, 7 - 7 - 14
Co-op, Stores - 21 4 - 25
A.D.S. 66 18 84
Depots 9 - 5 - 14

Total - 103 34 - 137



Total Number of Rico-Ration Book handled by the Union -
134,155 at the time of the visit.

This is one of the largest Unions in Northern Ceylon serving a 
pox^ulation of over 140,000 persons and having a turnover of over 
Rs 14/“ million a year.

This Union, in fact, is not a real Union of M.P.C.S., as 
it does not embark on production or any other activities besides 
catering solely to the consiAmer needs of all co-operatives in its 
area of operation as under the old pattern. Being a wholesaler 
the Union runs 14 retail shops in areas where there arc no 
registered co-operative societies. In addition, there is a check 
depot in the very heart of the Jaffna Town,

In recent years the Union has made a determined effort to 
cut down expenses and to consolidate the gains.

The Union is presently housed in rented buildings. Steps 
are being taken to purchase a land and put up a building for its 
own use,

Figures relating to the business turnovers of the Union 
for the past 5 years are given below
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Year Turnover Gross Profits Nett Profit

1962 8,709,272.18 104,321,94 23,164.19
1963 11,331,185.73 94,450.78 10,282.78
1964 13,259,537.67 144,133.37 41,918.37
1965 13,454,863.84 187,067.83 57,006.43
1966 13,651,224.12 208,421,07 88,124.14
1967 12,641,289.73 235,920,71 89,253.80
4) It was stated that rebates to member-societies 

have been given based on purchases, but no detail 
figure is available.
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INSPECTION NOTE; NO. 2

ARIAMI &IULTI-PURPOSE CO-OPEBATIVE .SOCIETY, LIMITED

This MoP.C.S. was rGgistcred in February, 1959. The 
society took over the management of the Arialia Co-operative Stores 
Society which 'v/as functioning in the same area of operation since 
1942. The Arialai Co-operative Stores Society was only performing 
the consumer function, viz., the distribution of rationed commodi
ties, etc. It vms felt then that the Society was not catering to 
all the needs of the members. Hence steps were taken by the 
members to convert it into a M.P.O.S. in order to follow the 
trend of the development of the movement. The Reserve Funds of 
the Arialai Co-operative Stores Society of Rs 5,231.04 and the 
Reserve Fund of the Chiviatheru Co-operative Credit Society of 
Rs 2,093/- v>?ere being transferred to and utilized by the Arialai 
M.P.C.S. The area of operation of the M.P.C.S. covers Nallur 
Village Council Vfards Nos. 11, 12 and 13 and Jaffna Town 
Municipality vYard No. 6, altogether about 2 square miles with 
a population of about 10,000.
Production and Marketing;

The main crop is paddy. At present gingelly is being 
cultivated as a side crop on a small scale. The fully cultivable 
area is about 750 acres, out of which about 700 acres are under 
paddy. The members of the Society cultivate about 500 acres of 
the total. The cultivation of paddy is fully dependent on rain
fall and it is only cultivated for the Maha season. Crop failures 
owing to the vagaries of Nature are frequent. The average yield 
of paddy per acre is about 60 bushels, which is well above the 
national average.

Consequent to the Government's decision to increase the 
Guaranteed price of paddy from Rs 12/- to Rs 14/- all the avail
able pe-ddy la.nds have been cultivated. The Society has been 
pruchasing a small quantity of paddy from the members at Rs 14.50 
and selling the same in retail. However, as the price in the open 
market was much higher than the guaranteed price, most of the 
members have sold their paddy outside the scheme. The Society 
has granted Rs 6,028.80 under the present Agricultural Credit 
Scheme to 21 members. So far only Rs 625/- have been recovered 
from 3 members at the time of the visit. The Society also 
supplies the farmers wdth seed paddy, manure, insecticide, 
sprayers as well as poultry and Cattle feeding stuff, etc.
Handloom Textile Weaving;

The Society is running a handloom textile weaving centre 
v̂ hich was started in 1965. The centre is housed in a building 
put up by the M.P.C.S. out of its own fimds at a cost of Rs 15,000/- 
It gives permanent employment to about 29 girls. The average 
earning of each girl is about Rs 80/- per mensem thus helping



the poor families. At present the centre operates with 8 loons, 
a warping machine and a winding machine. It produces sarees, 
verties, shawls, pyjama cloth, towels, etc. There is an 
experienced demonstrator in charge of the textile centre who 
has been loaned by the Department of Industries. The finished 
products are sold at the Society's Textile Section and a portion 
of it is also being sold at the Retail Textile Shop run by the 
M.P.C.S, Uniono The total cost of production for 1966 was 
Rs 6,089.61 and Rs 6,289.89 for 1967,
Consumer Activity;

The Society helps the members by providing all consiimer 
goods at a fair price. It runs a consumer, section and a textile 
section. Tv/o managers are in charge of these sections. 1,672 
Rice Ration Books are handled by the Society.
Labour Contract Work;

The Society also undertaken contract work and wherever 
possible the members had been employed in the following projects;

Value of contract
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Year works! imdertaken Profit
1961 Rs 2,964.34 Rs 1,007,17
1962 II 20,980.00 I! 814,00
1963 tt 17,249,52 t1 2,688,92
1964 - -
1965 fl 21,711.00 1! 891.41
1966 !1 29,100.00 t! 6,066,00

Savings Campaign;
The Society has recently started a Savings Campaign. 

Deposits are being received from the members. The idea of 
running a Rural Bank has been entertained recently.
Building;

The Society is housed in its own building constructed at 
a cost of Rs 25,000.00, out of which Rs 10,000.00 was obtained 
as a Building Loan from the Commissioner of Agrarian Services, 
The building is put on a temple land leased for 20 years.



Statistics showing the progress of the 
______ Society since registration______
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No. of
Year Members Shares Turnover Net Profits
1961 166 Rs 2,250.00 Rs 134,654.50 Rs 4,115.07
1962 175 3,579.30 II 97,307.39 " 3,954.08
1963 209 4,491.64 II 112,433.45 " 3,870.78
1964 226 7,132.14 II 142,141.01 " 2,528.52
1965 243 " 8,750.28 II 153,253.12 " 1,143.68
1966 251 " 10,825.60 II 170,234.43 " 7,095.71
1967 273 " 11,506.60

The Society has a fixed Maximum Credit Limit of Rs 13,500.00 
and is operating on a cash credit accommodation of Rs 10,000/- from 
the Jaffna Co-operative Provincial Bank.
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INSPECTION NOTE; WO. 3

THIRUI'TELVELY MULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED

This Society is situated in the Village of Thirunelvely 
which is predominantly an agricultural village. The crops raised 
are mainly plantains, yams, potatoes, onions, chillies and veget
ables, Tobacco is also grown extensively. The village is about 
l-g- square miles in area adjacent to the Jaffna Town with a popu
lation of about 10,360 persons.

The present Society was registered as a Co-operative Stores 
Society in 1945 with a membership of 187. It was converted into a 
Multi-purpose Co-operative in 31.3.1958, Its present membership 
is 634.
Activities of the Society

(I) Thrift
The Society has put into operation 2 schemes of 

thrift for its members;
(a) Fixed Savings Deposit

Interest payable
1 year - l|- years - 4%

years - 2 years - 5%
2 years and above - 6%

Another aspect of this savings scheme is that any 
member who puts in Rs 50/- and over into a P.D, account 
with the Society could treat this as a purchase advance 
and is entitled to credit dealings up to that amount to 
be paid back monthly. So far 36 familes have joined 
the scheme, and the amount in deposit reached 
Rs 3,875.00.

(b) Monthly Savings Deposit
Rs 5/- is the minimmi contribution to be paid 

monthly. At the end 20 such instalments he is entitled 
to draw Rs 105/-.

The amount payable are;-
30 X 5 - Rs 160/-
40 X 5 - Rs 220/-
50 X 5 - Rs 280/-
60 X 5 - Rs 345/-
65 families have joined this scheme, and the 

total amount so deposited was Rs 3,545.00.



(II) Supply of Credit needs of members
The Society has granted Rs 25,524-.88 at 12% interest 

under the new Agricultural Credit Scheme for subsidiary 
crops, such as potatoes, chillies and onions.

The Commissioner of Agrarian Services has granted 
'Rs 13,500/- for water pumps to the Society and the 
Society has lent this amount to the members. Besides, 
the Society has also given loans for sprayers, seeds, etc.

(Ill) Marketing Operations
The members sell their produce under the Guaranteed 

Price Scheme.through the Society. 73 members are engaged 
in the cultivation of potatoes, 20 engaged in the culti
vation of onions, and 5 engaged in the cultivation of 
chillies. Value of produce sold uring the years, 1966 
and 1967, and the acreages of land cultivated are listed 
belows-

(a) potatoes Rs 28,354.20 - 18 acres
(b) chillies Rs 785.62 - 2 acres
(c) onions Rs 12,182.09 - l-J-acres
The Society has also undertaken the purchase of onion

kudoos made by the members. This helps the poor members 
to augment their income. It purchased 75,819 kudoos from 
35 families who engaged in this industry in their homes.

The Society also helps the workers at the needle-work 
centre in the village, by supplying the centre v/ith require
ments of thread, cloth, needles etc., and subsequently it 
also assists in the sale of the finished products.

(IV) Consumer needs of members and non-members
The Society supplies the requirements of members and

non-members in the area. It has to compete with 3 well 
established private traders who give credit to the 
customers. The number of ration books attached to the 
Society was 3,894 at the time of the visit.

As a stores Society before conversion it paid a rebate 
on purchases, for example, in 1953, to the value of 
Rs 1,536/-. Although without record, it was stated that, 
a rebate on purchases was also paid in 1967. This was 
done perhaps on sectional basis only,

(V) Provision of work for its members under labour contracts
The Society has engaged in doing contract works as 

illustrated below;-
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Year
1962
1963
1967

Amount of Contract
Rs 7,697.55 
Rs 29,451.51 
Rs 115,016.85

- 154 -
Profit

Rs 1,970.70
Rs 4,558.84
Work in progress at 
tliG tirae of the visit

(VI) General
The Coiiii'.iittee has been very active and Conmiittee 

meetings have been held monthly. The President takes a 
very keen interest in the working of the Society, The 
leadership spirit of the Committee and effective mangement 
of the Society succeed in serving the v/hole community 
beneficially.

Statistics showing the progress of the Socicty

Year
No. of 
Members Shares Turnover

Nett
Profit

1958 396 1,799.00 168,928.65 2,007.99
1959 - 2,325.00 211,590.90 2,304.05
I960 513 2,409.00 189,200.95 2,268.00
1961 519 2,836.48 175,359.51 2,206.39
1962 528 3,457.11 237,415.41 1,953.30
1963 - 4,031.22 307,352.91 5,488.85
1964 546 4,572.84 360,409.86 5,985.85
1965 555 6,849.64 390,324.37 4,837.67
1966 596 8,165.59 701,712.14 9,686.03



A BRIEF NOTE ON THE I^JLTI-PURPOSE CO-OPERA.TIVE 
DEVELOPI-/iENT OF THE JAFFNA - SOUTH DIVISION
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A general survey on co-operative activities in this Division is condensed as follows
Societies;

Multi-purpose Co-ops.
Credit Societies, Unlimited 
Credit Society, Limited 
Stores Societies 
M.P.C.S, Unions 
Credit Unions 
School Co-ops.
C.A.P. & S. Society 
Cigarette Tobacco Growers 
Textile Co-ops.
Carpentry Co-ops.
Fishing Co-ops.
Labour Co-ops.
Welfare Co-ops.
Electoral Co-op. Farm, (MPCS) 
Coconut Sale Co-op,

No:
67 
70 
1 
3
5 
3 
7 
1
6 

1 
1 
9 
3 
2 
1 
1

Total 181

Multi-purpose Co-operatives and their activities;-
There are 67 M,P<,C.S, in this area, all those societies 

are paying special attention to fair distribution of consumer 
goods. A large number of these societies distribute textiles 
also.

Five M.P.C.S, Union in this Division have been registered, 
one for each D.R.O.’s Division, viz; Kilinochchi, Pooneryn, 
Thunukkai, Pallai and Vavunikulam.

The societies in the respective D.R.O.’s Divisions are 
members of the Union in that area. The Union in each of the 
area is a wholesaler for the supply of consumer goods and also 
attends to the marketing of the locally grown agricultural 
produce coming within the G.P.S,



(A) Paddy Cultivation '
The acreagG cultivated was currently 62,441. Loans 

granted, for the year, (1967-8) to societies by Banks for 
paddy cultivation araounted to Rs 2,926,502/-, and for sub
sidiary crops, Rs 164,636/-. Loans granted by societies 
to merabers reached an amount of Rs 2,335,439/- for paddy 
cultivation and Rs 137,325/- for subsidiary crops.

(B) Assistance given by the Governnient
(1) Cash loanB for plovighing, transplanting, weeding, and 

harvesting are granted in addition to seed paddy, 
fertilizers and agro-chencials which are issued in 
kinds. Marketing loans are also granted to societies* 
to buy produce from its members.

(2) Guaranteed Prices are fixed for almost all major food 
crops cultivated in the Island and these products are 
bought of by the Government under the Guaranteed 
Prices Schemes»

(C ) Problems of Agricultural Development in this area
(1) Lack of proper irrigation facilities deprives the 

farmer to put into cultivation the entire acreage for 
both seasons (Maha and Yala),

(2) Occasional heavy floods cause inundation of the fields 
in which paddy is grown,

(3) Crops Insurance does not cover all but only certain 
sections of the agricultural plots,

(4) Necessity for semi-mechanised farming,
(5) Problems of subsistence maintenance during cultivation 

periods,
(6) Insufficiency of space for constructions of go-downs 

with a vie\7 to accoKraodating as much of paddy as 
possible,

(7) Indebtedness to local money-lenders which is now 
happily being gradually reduced in view of the local 
Banks coming to the rescue of the fanner, and

(8) Chemcials have been increasingly used in the recent 
past but there is still shortage of fertilizers in 
the hands of the distributors.
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INSPECTION NOTE; NO. 1 

ELEPHANT PASS M.P.C.S.
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HISTORICAL BACKGROUND;
This Society was formerly registered in 1943, mainly for 

serving the workers of the Elephant Pass Salterns and their 
families with a viev/ to catering for the entire needs of these 
people. It was later converted to M.P.C.S. in accordance with 
the law.
Agricultural Activities;

A fev/ of the members of this Society are engaged in agri
cultural activities. According to the new agricultural credit 
scheme, a sum Rs 7,053/50 was approved by the Jaffna Co-operative 
Provincial Bank at Paranthan as a loan fund for agricultural 
purposes.

9 members have applied for loans and a sum of Rs 5,198/50 
was given as follows

(1) Ploughing - Rs 2,132.50
(2) Seed Paddy - Rs 1,106.00
(3) Manure - Rs 1,960.00

Paddy Purchase;
The Society has handled members' paddy surplus for sale 

under the G-.P.S. to the amount as follows;
557/58 - 489 bushels 1961/62 8,819 bushels
58/59 - 4,100 62/63 - 1,066 II

59/60 - 3,982 63/64 - 1,611
60/61 2,821 " 64/65 - n

65/66 - 1,599 !!

Consumer Activities;
The following is the data showing the total sales of 

consiimer goods of this Society;-
Periods Sales

1.12.57 - 30.11.58 - Rs 31,999.49
1.12.58 - 30.11.59 - 29,124.47
3.12.59 - 30.11.60 - 26,168.25
1.12.60 - 30.11.61 - 26,331.71



Periods ■ Sales . ,
1.12.61 - 25.1.63 ■ ^ Rs 30,782.74
26.1.63 - 31.12.63 - - 23,547.10
1.1.64 - 28.12.64 - 23,753.35
29.12.64- 2.2.66 - 30,175.15
3.2.66 - 4.1.67 - 14,676.69

At the time of the writer’s visit, he was informed that due to 
mismanagement and losses the management of the affairs of this 
Society has been taken over by the National Salt Corporation as 
from 14.2.66 and the regional Manager of the Corporation was 
appointed as President of this Society. Under the re-organization 
scheme the Society has been fiinctioning well again sincc then, 
but without much co-operative spirit in it.
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PALIAI M.P.G.S. LIMITED

- 159 -

INSPECTION NOTE; NO. 2

This Society was registered on 30.4.49 as a Co-operative 
Agricultural and Sales Society which was converted on 2,12,57 inxo 
multi-purpose. The total number of members was 126 at the time 
of the visit. Most of them were in arrears of share instalments 
payments. The present Committee has taken action to recover the 
outstanding amount due from the defaulting members.

The value of a Share is Rs 50/- payable in annual instal
ments of Rs 10/“, The total paid up share Capital was Rs 4,239"50, 
in 1967-8,

As a C.A,P. & S. Society, its membership covered the whole 
of Pachillai Pallai D.R.O.’s Division. After the conversion the 
Society's area of operation remains unchanged. The M.C,L, approved 
by A.C.C.D, was Rs 184,90? on 19.10,67, Of the C,A,S, Loan of 
Rs 50y906,21, Rs 29,677,95 was for building loan, and the balance 
was granted under the Expanded Agricultural Credit Scheme from 
March 1955 to October 1965. Of the outstanding amount of advances, 
Rs 47,474/78 as Principal and Rs 7,528.73 as interest were written 
off, being loan obtained prior to 1.10,58,

An amount of Rs 18,563.07 was given to members under the 
Expanded Credit Scheme. Due to continued crop failures, the 
members were not able to repay the major part of their loans.
Now under the New Agricultural Credit Scheme, the Society has 
obtained Rs 5,612/- from the J.C.P. Bank as cultivation loan 
for paddy and issued to 22 members during the season, 67-68,
The Society has also applied to the Bank for a loan of Rs 2,000/-- 
for chilli cultivation.

To increase food production the Society supplies fertilizer 
to its members for paddy cultivation and for subsidiary food crops 
like chillies. During this Kalapokam 67-68, the Society had 
supplied to its members about 200 cwts of urea, and 100 cwts 
of Sulphate of Amionia,

The Society is a Sub-Agent for the purchase of paddy and 
subsidiary food crops, such as chillies under the Guaranteed 
Price Scheme and it is the Solo Agent for the popular Daily 
papers - Daily News and Thinticaran in the Pachillaipallai 
D.R.O,*s Division.

The Society undertakes labour contract with the Government 
and during last year it ea'med a profit of Rs 1,635/- on this 
account.
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Witli lessons learnt of past failures, the present Coniriiitte: 
has taken great care in the management of the affairs of the Socic-' 
and the business has expanded in many directions, such as dealings 
in hardware, patent drugs, textiles, consumer goods, etc. During 
the past year the Society has made a Net Profit of Rs 5,353/64.
To improve the lot of the employees, the Society is a contributor 
to the Employees Provident Fund towards which the employees con
tribute of their Salary, while the Society gives 6%, The 
Society also offers annually a month’s basic salary as Bonus to 
its employees, ■
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[NSPECTIOH NOTE; NO. 3

PA.RANTHAN M.P.C.S.

This Society was formerly registered as Co-operative 
Agricultural Production and Sales Society in 1948, which was 
latter converted into a M.P.C.S. Its membership totalled 836, 
with total number of ration books, 1,288. Acreage under culti
vation by members was 1,925 acres. The financial position of the 
Society could be summarized a.s follows;

Share Capital Rs 42,879.00
Reserve Punds !1 149,221.00
Common Good Eund II 745.00
Employees Security If 7,400.00
Accumulated Profits 11 225,192.00
Value of Buildings 11 92,626.00
Value of Furniture & Handleom 1? 16,973.00
This Society is engaged in following activities:
1. ConsuTiiGr section
2. Textiles
3. Paddy Purchase
4. Y/eaving Centre
5. Supplies; Manure, 

and Cement, etc.
Seed Paddy, Barbed v/ire,

6 . Granting of loans to members.

below;-
The turnover of business of the past few years is quoted

Consumer
1962 Rs 65(,091.27 Rs
1963 6],624.61
1964 7^646.27
1965 65^584.64
1966 8^997.14
1967 79725.00

Textiles
34,423.62 
97,432.41 

134,748,67 
10^792.44 
9^605.40 

10 5̂60.00

Paddy
Rs 3,07^478.50 

99^915.25 
91W-13.44 
27^360.00 

3,05^753.35

Yf caving

1^ 89.18

4^522.99
72,220.00

Other
Supplies

Rs 103,646,10 
12^530.47 
lia065.74 
47^65.'j:. 

11^484,70 
8^365.00

Short-term loans to members are granted on the basis of 
equivalent to value of shares held by a member, subject to an 
individual maximum limit of Rs 5,000/- with a minimum cultivation



area of 20 acres. These loans are repayable at the end of each 
season. The borrower signs the bond with two members as guarantors, 
The rate of interest is 5% per annun,

?/ith the M.C.L. fixed at Rs 265,000/- for 1967, the Society 
ha,d loans granted during the year as follows
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1. Manure Rs 45,210.00
2. Cultivation 29,930.00
3. Weeding and Transplanting 9,910.00
4. Land development 2,000.00
5. Consumer goods 7,540.00
The Society is contemplating the establishxient of a Powcr- 

Loom and a carpentry workshop in order to develop the economy of 
this village.



SOUTH YALPANAM M.P.C.S. UNION, LIMITED, KILINOCHCHI
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INSPECTION NOTE; NO. 4

This Union was formerly registered as Jaffna South Co- 
operative Agricultural Production and Sales Societies Union and 
subsequently the name was amended as above with nulti-purposc 
functions under the new pattern in 1957.
Area of operation;- The area of operation originally covered the 
D.R.O.'s Divisions of Karachchi, Thunnukkai and Poonakary in the 
district of Jaffna, This Union now confines its area to Karachchi 
only. Separate unions were formed at Thnnukkai and other areas.
Membership;- There are 29 multi-purpose societies and on agri
cultural production and sales society affiliated to this Union.
All the Diember societies have paid up their shares in terms of 
the By-laWs. The paid up share capital up to 28.2.68 was 
Rs 2 8 576 9.3 4, the value of a share was fixed at Rs 500/-, This 
is payable in annual instalments of Rs lOO/-. The 1st instal
ment and the entrance fee ofRs lO/- has to be paid on admission 
as a member. The financial year of the Union ends on 30th 
November each year.
Insurance;- The Union has taken the Insurance policies with the 
Ceylon Insurance Corporation for the following amounts.

1. Burglary - Cons\;u2ier - Rs 75,000.00
Textile - 50,000.00

2. Fire - Consumer - 7 5 ,000.00
Textile - 50,000.00
Petro Station - 15,000.0C

3. Comprehensive Insurance -
Tractor & Trailer - 10,000.00
lorry No. 24/1213 - 30,000.00
Lorry No. 22/4307 - 18,000.00

4. Cash in Transit-Bank-Parantha - 10,000,00
Cash in Colombo & Jaffna - 5,000.00
Cash in Safe - 10,000.00

5. Risk Insurance against Ad. Block) _ 737.25
Kilinochchi Hospital ) ~ ’

M.C.L.;- An amount of Rs 425,000/- was approved by A.C.C.D.^Jaff>-' 
South and was to be valid for a year till 18.5.68 for the following 
purposes;

(a) Cash Credit Rs 100,000.0
(b) Building Loan 300,000.0
(c) Lorry 25,000.00

425,000.00



BuildirLig:;- The Union is presently housed in a rented out building. 
It has recently resolved to put a large building for the office and 
the wholesale depots (consinner and textiles) on the land leased out 
from Government. The building will cost Rs 150,000/-, but the 
Union has a building fund of Rs 133,849/-. It was expected that 
the profit of the current year will be sufficient to make up this 
total cost. The Union owns one acre of Crown land along Wilson 
Road, Kilinichchi and proposes to construct a Rice Mill there 
with funds borrowed from Government.

The Union is run by a Coiimiittee of 9 members, including a 
President and a Vice-President, supported by a staff of 21 members, 
including a Manager, an administration Secretary and other employees,
Audit;- The last audit done was up to 30.11,66 and the auditing 
for the period from 1,12.66 to 30,11,67 was in progress when the 
writer visited this Union in March, 1968, A schedule of the 
turnovers and gross profits for the last six years is annexed 
below.

The members of the societies of this Union largely represent 
middle Glass peasants under the colonisation schemes. Out of the 
member-societies, 23 societies run consumer depots catering for the 
needs of the entire population of the division. These societies arc 
so strategically situated and their network is such that no private 
competitive dealers have been able to survive in this division.
The Rice Ration Book strength of the Union was 28,462 at the time 
of the visit.

The Union has the following sections
1. Consuiiier Section
2. Textile Section
3. Petroleum Section
4. Agricultural Section
5. Hardware Section
6. Contracts Section
7. Paddy purchase and others,

1. Gonsuiaer Section;-
The main source of income of the Union v/as from this 

section. Besides being the distributor of rationed goods 
the Union was the agent for M/s. B.G.C, Ltd,, m / s . Lever 
Bros,, Ltd,, and Ceylon Nutritional Foods, The turnover 
in this section is over two million rupees a year. Its 
expansion in this sphere was inhibited partly by the sparse 
population of this area and a fair proportion of the population 
consists of peasant cultivators with limited financial 
resources.
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Textile;-
The Union is both a v/holesaler and retailer in textiles.

Of the 29 member-societies, 16 societies dealt in textiles 
also. The purchases have not been confined to M/s, Lanka Salu 
Sala, Ltd. alone, but have been extended to Ceylon National 
Textiles Corporation, Jaffna Co-operative Textile Societies 
Union Ltd, and private industries. The Annual turnover was 
around Rs 350,000/-,
Petroleum;-

The Union is one of the pioneer dealers of the Ceylon 
Petroleum Corporation, It carries almost the entire range 
of their products ~ viz.: petrol super, petrol ordinary, 
kerosene, diesolene and lubricants consisting of grease and 
lubricant oil of all viscosities, and supplies the entire 
Government Depots in this locality in addition to out station 
orders from Government Departments and Corporations, A round 
the clock day and night-service has been rendered to motorists
The Annual turnover is over Rs 600,OOO/- mark.
Agricultural Sections~

This section carries a full range of insecticide, v/eedi-- 
cides, fungicides, etc. mainly required for paddy and arable 
cropping. Dusting and spraying equipments, and spareparts 
for popular tractors too are also handled.
Hardware;-

This section deals in building materials, barbed wire, 
mammotties and other agricultural implements. It v/as noted 
that, in barbed wire trade the Union was able to out bid the
other tenderers in obtaining Government Orders.
Contracts;-

This section had in its register for work contracts to tiie 
amount of Rs 200,000/-, These contracts covered the Kilinochch: 
G.P.S. building for the C.A.S, and several irrigation and con
structional works the Irrigation Department, One of the biggest 
works done so far was the const2?uction of the Kilinochchi 
Hospital Administration Block, costing nearly Rs 150,000/- 
under the P.W.D,
Paddy purchase and others;-

The Union is the agent under the G.P.S, to the C.A.S,
This was initially the main money spinner to this Union which 
was then enjoying a commission of about Rs 50,000/- per annum. 
This income has now dwindled down to about Rs 5,000/- a year 
owing to the member-societies being decentralised and having 
been appointed direct agents. Furthermore, the cut in the 
ration rice from two measures per coupon per week to one 
measure resulted in the price of paddy shooting higher in
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the open market than the guaranteed price, thus depriving the 
Union and the societies from their normal quantity of purchasesc 
The situation of reduction in paddy purchases from the farmers 
affects the income of the societies as well as this Union,

This shows the vulnerability of the oo-operative societies 
which heavily depend on paddy commission for their survival in 
business operations. This situation is a matter of concern to all 
co-operative leaders and the G-ovemment,

Since the appointment of private traders to deal in C.W.E. 
textiles the textile sales of Union have been hit badly. The 
private sector is able to attract more people to them by selling 
coupon textiles in strong but unfair competition with the co
operatives. This resulted in losing profit as well as, customers 
to the Union,

In handling sugar the Union gets -/40 cents less on every 
cwt, than the sister unions in Jaffna owing to its being 40 miles 
closer to Colombo, But the expenses incurred in transport and 
handling remain the same as for the other unions. The appeals 
for redress to the Food Commissioner proved futile.
Finance

The financial position of the Union is fairly sound.
As stated earlier, due to the drops in paddy Comaiiission received 
the Union suffered slight losses in 1964 and 1965, But subse
quently the Union have discovered other sources of revenue and 
is said to have been working at a profit during the time of the 
visit,
Vehicles;-

The Union has two lorries and one tractor with trailer 
doing haulage work alone. Even though the tractor was working 
at a loss earlier due to heavy depreciation and insufficient 
work, but now the vehicles work at a profit.
Building

The Union not having its own building is a big drawback 
in its finances. Since a suitsble site was not available the 
contruction was delayed hitherto. As present it has in possession 
of 1 acre block in the Jaffna-Kandy Road and construction work 
was expected to commence shortly.
Proposed Expansions

The Union has been contemplating to instal a Power Loom 
and to put up a factory to manufacture umbrellas. A new section 
was expected to be opened to deal in electrical goods, as the 
writer was told during his visit there.
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(4-) MULTI-PURPOSE GO-OPEPJlTIVE DEVELOPm'IT
- IC.IEDY PISTRICT -
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GE]\IERAI NOTE

In the District of Kandy the existing co-operative 
organizations may be classiiiGci as follows;-
Zj™iILJ.QGI^ESt.-■

1) Multi-purpose Co-operative Societies 423
2) Credit Societies, Unlimited 230

Credit Societies, limited 14
3) School Co-operatives Recognized 14 7
4) Kaniha Societies (Yeomen’s) 45
5) Large Estate Societies 33
6) Labour Societies 14
7) Other Agricultural Societies 10
8 ) Urban Stores Societies 9

Rural Stores Societies ,5
9) Co-operative Agricultural Production ;

and Sales Societies 6
10) Tea & Rubber Co-operative Societies 5
11) Tobacco Co-operative Societies 6
12) Dairy Societies 4

1 3 ) Builders Societies 5
14) V. HH. Societies 3
1 5 ) Estate Y/orkers Society 1
16) Hospital Society: . . 1
17) Other Societies , 2 0

SECONDARY SOCIETIES
18) Urban Co-operative Banks ; 12
19) M.P.C.S. Unions i 10
20) Credit Unions ......... . '6
21) District Co-operative Union 1

Total., 2 9  
Grand Total..... . . . . . 1,001



The above list and figures were supplied -fco the writer by 
the ACCD during the visit. The classification is apparently not 
clear-cut and designations of some societies might not be correct. 
But it is easy to see that the MPCS and their Unions are numer
ically predominant co-operative organizations of the area, which 
represent more than 42% of the total. The credit societies also 
hold leading position followed by school co-operati which must 
be of consumer stores. Evidently, agricultural production and 
sales societies together with other agricultural societies only 
occupy a small fraction of the total; the same is true of urban 
and rural stores societies. It is to be presumed that the con
version processes have been carried out vigorously in this area 
during the past ten years. On the other hand, urban co-operative 
banks together with credit \inions represent significant role in 
the secondary level of co-operatives. f/EPCS imions also play an 
important part in the development of multi-purpose co-operatives.

From the above list, one could also drav/ the conclusion 
that co-operative development in this District is varied and 
complicated v/ith the combination of the old pattern of co-operative 
institutions- and a new development of multi-purpose co-operatives 
along the line of the declared policy of the Government in 1957.
How far the transformation has succeeded and lived up to its 
expectations it is still difficult to say. One thing is sure, 
the extent of conversion of other types of co-operatives into 
MPCS would depend on the satisfactory solution of many problems 
facing the movement at the present.
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KANDY M.P.O.S. UNION, LIMITED
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IISPECTIOÎ  NOTE; NO. 1

This Union was formerly registered in 1944 under the old 
pattern and converted into a M,P.G.So Union later. The area of 
operation covers Kandy Gravet (Kandy Municipal Limit).

The present Gornnittee was elected in April, 1964 with a 
total number of 84 employees attached to the following sectionss-

1, Administrative office 13
2. Wholesales Depots

(a) Sugar 10
(b) Rice 16
(c) Textile 3
(d) Ceramics 3

3, 13 Retail Branches 33
4. 3 Lorries 6

Total . . . .  84

There are three buildings owned by the Union, the original 
values of these are as follov/s;-

1. No. 15s Kunara Veediya Building Rs 442,358/14
2. No. 73, Senka.dagala Building Rs 30,580/96
3. Nuwerawela Building Rs 19,465/39
One of the significant features of this Union is that the

number of dealers attached to the Union has been numerous and it 
has certainly lost its significance as a MaP.CaS. Union, as could 
be seen from the following list;-

(a) 116 private dealers
(b) 15 co-operative societies
(c) 13 branches (Union)
(d) 44 ro.tioned dealers
(e) 14 estates
Number of ration books attached to the Union accounted for 

106,806, while the annual turnover of business reached 
Rs 11,824,120/-.



This Union is evidently very unusual and above all not a 
purely co-operative institution. Rather it is a business organi
zation of complicated nature, being a product of circumstances 
and convenience. In order to live up to its name, streamlining 
and tidy-up of its organization and operation is necessary in 
view of the fact that it is an important economic organization 
functioning in the city centre of Kandy.

- 171 -



- 172 -

INSPECTION NOTE; NO, 2

DENOTARil-CO^OPEMTIVE STORES AND I^JLTI-PURPOSE 
SOCIETIES UNION, LIMITED AT PILIFiATALi'iWA

This Union bears a narae which is quite exceptional in 
Ceylon, The writer was told that it was fornerly registered as 
a Co-operative Stores Societies Union and later transformed into 
a Multi-purpose Co-operative Societies Union in order to follovj 
the trend of co-operative dovelopniont in Ceylon. In consequence 
the unconmon name has been used and adopted for registration 
which should be regarded as irregular practice. The number of 
member-societies v/as said to have been 60 at the tine of the 
visit. The paid up share capital, amounted to Rs 25,218.54.
Audit of books was done up to 2.9.1965, vrtiile the present 
Committee was elected on 1.5.1967.

The activities of the Union may be classified into the 
following functions:

1. Operating wholesale and retail trade of rice, flour, 
sugar, textiles, groceries and hardware,

2. Mainte-ining a Petrol Supply Station,
3. Buying and Milling of Paddy,
4. Acting as an agency in the distribution of tea and 

paddy fertilizers,
5. Rendering transport service with 6 lorries and a van, 

and
6. Opera,ting pavm broking.
The Union has a total of 200 employees. Monthly average 

salary bill comes to Rs 24,000/-. It has wholesale depots at 
the following pl^ices;-

1. Pilimatalav/a Wholesale Depot with
Rice Ration Books 79,851 attached.

2o Daulagala Wholesale Depot with
Rice Ration Books 41,416 attached.

3. Danturae Wholesale Depot with Rice
Ration Books 18,972 attached.

Total . . . . .  140,239

In addition, the Union has 26 retail points. Besides there 
were 43 M.P.C.S., 126 private traders and 40 estates all have 
business dealings with the Union in v/holesale or retail.
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The following table shows 

Union’s activities
(A) SALES

the scope and performance of the

Year Tux'ucrer
1958 Rs 5,159,020/-
1959 I! 6,786,082/-
1960 11 6,355,539/-
1961 t l 7,171,294/-
1962 !! 8,657,420/-
1963 II 9,785,049/-
1964 1! 10,641,683/-
1965 II 11,590,745/-
1966 !1 13,432,871/-
1967 12,449,949/-

NET PROFIT FOR
Year
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966

(C) mXimVi CREDIT LIMIT 
Year
1958
1959
1960
1961
1962 "

1963

Amount

40,683.15
67,337.25
77,236.64
83,666.77
28,401.61
33,839.68
59,548.88
6,159.57

133,762.49
36,495.53

Amount
173,000/-
195,000/-
175,000/-
3 0 0,000/-
400,000/-
650,000/-



y G0.r
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Anoiont
1964 Rs 800,000/-
1965 ii 950,000/-
1966 !I 950,000/-
1967 II 1,100,000/-

(D) BAiTK OVEBDRAPT
Year Araount
1958 " 111,000/-
1959 " 170,000/-
1960 " 1,450,000/-
1961 " 300,000/-
1962
1965
1964 " 650,000/-
1965
1966 " 800,000/-
1967 ” 970,000/-



UDAPmiBARil Mo P.O. S. UNION, LIMITED

The His.torical Background of this Union;-
During the last 20 years, there has been many changes in 

this Union. At first, there was the "Minipc Co-operative 
Agricultural Production and Sales Society, Ltd.” to cater to 
the agricultural needs of the peasants. This Society was 
later converted into a secondary society under the name of 
Minipe Co-operative Agricultural Production and Sales 
Societies Union, Ltd, With the launching of the multi
purpose co-operative scheme in the year, 1957 the Union was 
accordingly coverted into the Minipe Multi-purpose Co
operative Societies Union, Ltd. which in turn has nov/ 
become the Udadumbara Multi-purpose Co-operative Societies 
Union, Ltd, with its registered address at Madugoda.
Membership and Business Activities of the Union;-

In the year, 1968 the membership of the Union was 24.
The value of a share was Rs 500/-. The paid-up share 
capital is Rs 8,820/-. The Union acts as a wholesaler to 
the 24 member-societies and 16 authorized distributors.
While undertaking the wholesale distribution of consumer 
goods to the 40 member-organizations, the Union runs 4 
retail points at Madugoda, Hunnasgiriya, Mahav/ela and 
Himbutuwa. To cater to the requirements of the societies 
in and round Minipe the Union has a Wholesale Depot at 
Morayaya. Through its member societies and affiliated 
authorized distributors, the Union serves a population of 
41,029.

The Union’s activities have not been confined to consumer 
sector alone but also have undertaken agricultural and trans
port services. The Union also acts as an agent of the 
Agrarian Services Department for the purchase of agricultural 
produce in the area under the G.P.S., while at the same tim.e 
has entered into two transport contracts with the Assistant 
Commissioners of Agrarian Services, Kandy and Badulla 
Districts for the transport of fertilizers and rice.

The Union has a staff of 39 members. The monthly wage 
bill amounts to Rs 5,948,21. The employees enjoy Provident 
Fund benefits, leave and other facilities prescribed by the 
Department of Labour,

As an illustration, the volume of sales and purchases 
of a 3 month period is quoted below;
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INSPECTION NOTE; NO. 3



Month Purchase Sales
DocGEiber 1967 Rs 254,820.2? Rs 268,483.76
January 1968 " 208,950.79 " 199,059.78
February 1968 " 487,533.45 " 440,700.97

The maxinun Credit limit for the present year, (1967-68), 
approved by the Assistant Coninissioner of Co-operative 
Development was fixed at Rs 250,000/- to be granted by the 
People's Bank, Kandy, It was recorded that this Union 
suffered groat loss of Rs '48,141.00 and cash shortage of 
Rs 372,75 as shovm in the annual financis.l statement as 
at February, 1967. On the other hand, there was an item 
of cash in hand of Rs 82,923.45. All those are signs of 
mismanagement and control of the activities of the Union 
by the Committee and top level officers.
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INSPECTION NOTE: NO. 4

AlfflAGAMPELESSA IvIULTI-PURPOSE CO-OPERATIVE
- ______SOCIETY, LIMITED

This Society was registered on 1st August, 1957 and the 
area of operation was confined to Ambagahapelessa, Minipe at the
D.EoO.'s Division, Uda Dumbara in Kandy District, This Society 
has been classified as "B" which means that its standard or 
management is well above the normal.
Membership;-

The total nuiJibor of mxcmbers in the Society on the day 
of the visit was 366,
Share Capital

The’ paid-up Share Capital as at 30,3.1968 was Rs 12,875/-. 
Out of 355 members, only 225 have fully paid up their shares. 
Generally, the payment of shares instalments by the members has 
been fairly satisfactory.
The Functions of the Society;-

The functions of the Society have been given as follows:--
(1) Consumer Stores Section,
(2) Distribution of fertilizers and insecticides,
(3) Purchase of paddy under the Guaranteed Price Scheme,
(4) Contracts for labour,
(5) Tractor unit, and
(6) Granting of loans to members„

(1) Consumer Stores Section:-
The Society has a provision store at Ambagahapelessa, 

its headquarters, and a branch store situated 2 miles away.
The total number of rice ration books attached w'̂as 2,790, 
(1967-8).

The total sales during the last
two years = Rs 357,982.53 (1957-8)
The total purchases during the
last two years = Rs 3475 517.90 (1967-8)
Gross Profit for last two years « Rs 5,598.05 (1967-8



(2) Distribution of fortilizGrs and insecticides;
The- total sales during the last
tv7o years = Rs 50,186.53 (1967-8)
The total purchases during the
last two years = Rs 52,894.25 ( " )
Gross Profit for last tv;o years = Rs 1,671.00 ( " )

(3) Purchase of Paddy under the G.P.S.;-
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The total sales during the last 
two years = Rs 1,084,125.39
The total purchases during the 
last two years Rs 1,078,593.39
Gross Profits for last two years = Rs 890,00
Commission earned for last tv;o 
years Rs 48,305.90
Contracts (Expenditure) = Rs 1,801,16

" (Income) = Rs 1,488,04
Tractor Uni Income received = Rs 46,292,65

Expenditure Rs 29,429,12
Income over expenditure - profit = Rs 16,863.53

The Society has two tractors with the trailers

)
)

>

(5) Tractor Uni Incor.ie received = Rs 46,292,65 ( . " )
" )

were engaged for agricultural work and transporting of goods, 
paddy, etc.

Loans granted to ncnbors;-
The M.C.lo of this Society for the year, ending 31o8.1968 

was fixed at Rs 250,000/-. The Society has obtained loans from 
two institutionss- (1) The CoEiiiissionor of Agrarian Services and
(2) The People’s Bank. The total amount of loans obtained from 
C.A.S. during the last tvv'o years v\?as Rs 127j445/50, and the 
amount repaid was Rs 115,026/34. The repayment of loans to 
C.A.S, was satisfactory. The amioiint of interest earned on loans 
granted to members during the last tv/o years totalled Rs 5,644/78, 
These facts showed a satisfactory progress in loan activities.

With regard to the cultivation loans under the new scheme, 
this Society had given credit to 88 members and the total amount 
thus issued to date, (March, 1968), was Rs 34,305/50,
Employees

The total nui:iber of employees in the Society is 10, with 
one General Manager, tv;o Assistant Managers, three Salesmen, one 
clerk, one 'watcher and two tractor drivers.



All employees have together furnished security deposits
of Rs 4 ,500/- in cash and their appointments have been approved
by the A.C.C.D,
C-eneral Affairs

It was stated that the general body meets only when it
was really necessary, such as on special occasions to discuss
the loans transactions and its audit reports, or to fix the 
M,C,L., etc. It was recorded that the attendance at these 
meeting has been good and Coromittee meetings have been regularly 
held.

Although the general v/orking of the Society is satisfactory, 
there were bad signs of mismanagement. The Committee was urged to 
take necessary actions to recover the stock-shortagos from those 
employees responsible. It was stated that small profits in the 
consumer section were due to heavy leakages which have been, 
since recently, avoided. During the time of the visit the 
Society had obtained a marketing loan of Rs 25,000/- for the 
purchase of members' produce (i.e. paddy) from early April.
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INSPECTIQN WOTE; NO. 5

HANDAGANiWA >IULTI-PURPQSE CO-OPEDATIVE SOCIETY,. LIIuITEP

This Socicty was registered on 19th April, 1958, with the 
area of operaxion confinod to Handaganawa;, Ivlinipe at the D.R.O.’s 
Division of the Uda'Duinbara in Kandy District. Its menbership 
nimibered 378 with a share capital of Rs 12,449.68 at the tirae 
of the visit.

The activities of the Society covered the following 
sections:

(1) Gonsuiaer Section,
(2) Agricultural and Marketing Section - supply of loans, 

fertilizers, insecticides, etc. and the purchase of 
producG under the G.P.S.

(3) Extended Rural Credit Soction, and:
(4) Tractor Unit,

Consimer Soction;-
Por the last financial year (196? total sales of this 

section amounted to Rs 377,422/50 with a Gross Profit of 
Rs 10,275/10.
Agricultural and Marketing Section;-

(a) Paddy x^urchasc totalled 90,465-2 bushels under the 
G.PoS.,

(b) Maize purchase - 17 cwts.,
(c) Chillies purchase - 7 cwts.,
(d) Seed Paddy purchase - distributed to raenbers 460

bushels,
(e) Agricultural Loans ~ for ploughing, transplanting, etc. 

Rs 181,439/40, Loa,ns recovered during the period
Rs 162,623/89, Loan outstanding at the end of the 
period Rs 81,172/21 including overdues Rs 29,010/95.
The Maximum Credit Limit of this Society was givf'n 
as Rs 450,000 for the current year, 1967-8.

Extended Rural Credit Sections-
100 members have been granted loans to the extent of 

5 0,000/-, 4 9,500/“ obtained from the People's Bank and the 
balance Rs 500/~ with Society’s funds. To date (iferch, 1968) 
recoveries from members amounted to Rs 18,313/76. The balance 
outstanding was Rs 31,686/24. Member deposits ariount to 
Rs 6,587/50.



Tractor Unit;-
Two tractors operated by the Society returned with a 

nett profit of Rs 3,610/46 last year (1966-7).
This Society has been functioning quite well with a 

classification "B" being awarded to its credit. The tottil nett 
profit earned during the past year Rs 17,403/54.

- 181 -



HEWAWINA MULTI-PUBPOSE CQ-OPEBATIVh: SOCIETY, LIMITED
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IISPEGTION NOTE; NO. 6

This Society started in 1943 as a consumer stores society 
with a merabership of 125. Â alue of a share at the time was 
Rs 1/2 5. Later in 1957 this Society was converted into a Multi
purpose Society, In 1964 the Society extended its activities 
by opening up a Rural Bank. To start the Rural Bank the People's 
Bank of Kandy gave a loan of Rs 4,020/50 to purchase the necessary 
equipment, o,nd offered an overdraft uf Rs 75,000/- for its 
operations.

The area of operation of the Society covers 2 villages 
only. Its activities include the following;-

(1) Supplying consumer goods,
(2) Supplying agricultural implements and fertilizers,
(3) Marketing produce of members, and
(4) Granting Credit on rogLilated terms.

RUR/iL BiiM;
At the inception the Bank granted 70 loans to members up 

to Rs 4 2,900/-, Loans have been granted for the follov/ing 
purposes;

(1) Repayment of Debts,
(2) Agricultural Development,
(3) Anima.1 Husbandry,
(4) Putting up homes, and
(5) Occupational purposes.

The society gives individual loans up to Rs 2,500/- v/ith a security 
guarantee of two mem.bcrs, Eor loans over and above this amount, a 
security in properties is required. All loans are repayable within 
periods ranging from 6 months to five years depending on the 
purposes.

M.C.L. of the Society as approved by the A.C.G.D, for
1968 wo-s Rs 9 0,000/-.



K/\NDY CO-OPER/rTIVE DISTRICT UNION
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CTSPECTIQIVT NOTE; NO. 7

The Kandy Co-operative District Union was started in 1948 
with a menbcrship of about 100 societies. During the past 19 
years iiienibership has increased by nearly double.
FUNCTIONS

Its fujictions could be divided into four sections:-
(1) Education,
(2) Consumer,
(3) Agricultural, and
(4) Industrial,
There is a Board of Directors which is elected by the 

General Meeting of the Union. This Board is supported by four 
standing coLmiittees in charge of the above-mentioned four 
sections.

For the furtherance of the objects of the Union, the 
following functions have been contemplated for implementation 
in collaboration with the Federation and/or other co-operatives;

(1) To organize co-operative education and training
programmes, . '

(2) To develop inter--co'-operative relationship and 
.. help the co-ordinated functioning of the co
operative movement in various sectors,

(3) To make arrangements for the audit and supervision 
of co-operative societies,

(4) To provide services of technicians, management and 
other consultn.nts to advise and assist member 
societies,

(5) To organize, conduct, collaborate and assist in 
carrying out research, investigations and projects 
connected with the co-operative movement,

(6) To arrange for the production and publication of 
literature and audio-visual aids including films 
and film strips on co-operation and allied subjects,

(7) To publish books, pamphlets, leaflets, p_eriodio£J:s, 
newspapers, etc. relating to the co-operative m.ove- 
ment,



(3) To givG publicity to the achievements of co-opcrativcs 
through periodicals, newspapers, journals, pamphlets, 
brochures, books, films, broadcasts, and the like 
for creating a favourable atmosphere for the 
development of the co-o’perative movement,

(9) '̂ o maintain an information bureau and a library,
(10) To discuss common problems of and express the 

collective views of the co-operative movement in 
respect of the Union's area of operation,

(11) To organize and convene seminars, meetings, con
ferences, exhibitions, etc., by itself or in 
collaboration v/ith the Federation or other 
societies,

(12) To collaborate with the Federation in holding the 
Co-operative Congress and in carrying out other 
programiaes of activities planned and decided upon 
by the federation,

(13) To select delegates, representatives or observers
on behalf of the Union for participation in seminars 
and conferences,

(14) To facilitate the v/orking of co-operative institutions 
and assist the member societies in solving their 
problems and difficulties,

(15) To r.e-qrganiae or assist in organizing new co-operative 
societies, and

(16) To create general and special funds for the prom.otion 
of co-operation and administer the funds cree.ted.

These fujictions arc rather extensive and ambitious. If 
properly imxplemented, they should contribute much to the success 
of the movement. On the other hand, it might be better to lirtlt 
'to 03r ta in  ii'inediarfcd uaesful acrvl'aot. base€ 'ho n'valla'bili’bj’’ a? nooassai^ 

•huoin 5Jid rccouroca cf the Union.
REVÊ TUjS

The Revenue of the District Union consists ofs-
(a) Affiliation Pees,
(b) Annual subscriptions from member-societies, (a sum 

equal to 5^ of the annual net profit of the member- 
society of Rs 5/-, v/hichever is more,),

(c) Grants from the Government or the Federation,
(d) Donations,
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( g ) Sales procGods of publications, journals, 
periodicals, etc.,

(f) Loans and advances, and
(g) IncoidG frora exhibitions, projects or other 

activities undertaken by the District Union 
in the norjiial course of itf̂  activities, and 
the sale of the District Union's assets.
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APPEiroiX I

SCHOOL 0? CO-OPEMTION - AT POIGQLM

Tho School of Oo-opcro-tion was set up in 1943 as a part 
of the Co-ope'rativo Dopartnoiit in Kandy, with an Assistant 
Comriissioncr of Co-opGrativo Developnent in charge as Principal 
and a staff of lecturers, inspector-lijcturcrs as v/ell as visiting 
lecturers and over 30 other officers, Tho School has a residen
tial accoraodation for 120 trainees, a co-operative shopping cen
tre, a library v/ith over 3,000 volunos, several lecture halls,
and coEi:ion room and recreation room facilities.

In addition to short term orientation courses. Seminars 
and group discussions, regular courses of 3 categories have been 
provided at the School fron January to May and July to ITovember 
eaciiryear;
(A) Training of Officers!

(1) A 5-Eionth residential course for inspector-recruits to 
the Department leading up to the G-rado III first examin
ation, The success in this examination is necessary for 
confirmation of service in the Department.

(2) A. 5~month residential course for officers who have passed 
the Grade III first examination and who have served about 
4 years in the field leading up to the Grade III second 
examination. The success in this exaraination is necessary 
for promotion to Grade II of the inspector service,

(3) A higher level non-residential course for co-operative
employees and others leading up to the co-operative Em
ployees Certificate (Higher Level) in Management or in
Accounting.
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Short-term residential orientation sein.inars & study groups 
ro/nging fron a fev/ days to v/eeks have been conducted more or 
less regularly at the school for the officers of various org
anizations, such as Fisheries Department officers, People's 
Bank officers, School teachers, officers of the Rural Develo
pment and Small Industries DepartmiOnt, Divisional Revenue 
officers, officers of the Co-jperative Departm.ent and other 
Departments.

(B) Co-operative Em^ployee Trainings- The School trains a.11 em]>- 
loj'-ees of co-operativ^.s through its 21 Education Centres 
at various provincial headquarters for two examinations;
The Co-operative Employees' Certificate Course (Ordinary 
level) runs for a period of four months, o,nd a course 
(Junior Level) for two months. Also available is week end 
class employees cuurse.



Co-operative Training in Ceylon has been conducted 
through the Co-operative School in Kandy and another school 
in Jaffna. Some larger co-operative organizations also have 
their ovm training programs for employees and members. Co
operative employees can follow the Co-operative Employees 
Certificate (Higher Level) Course conducted at the School 
leading up to Higher Level Certificate in Mo,nagement or 
Accounting.

:!) Co-operative Member Education;- A separate extension branch 
was set up at the School to take charge of the Co-operative 
member education work in the following forms;-

(1) One day training classes for delegates of 
co-operative societies,

(2) Village level training classes,
(3) Special programs for fisheries education,
(4) Training of Study Circle leaders and conducting 

of study circles, and
(5) Various kinds of Seminars of 2-3 days durations 

as well as Inter-District Joint Seminars,
Membership education also has been undertaken by field 

officers of the Department of Co-operative Development, a 
class weekly or fortnightly for a period of about 5 months.

It was stated that the response of the societies and 
individual members has been good, but it was also noted 
that further intensifying efforts should be made, especially 
by utilizing the services of the already trained personnel 
to make co-operative education and training available to 
each and every co-operator. After a ,brief review by the 
writer of the courses and examinations offered for 
inspectors and officers, etc., it was revealed that multi
purpose co-operative organization as a special type of 
co-operative development in Ceylon has not received special 
attention for study in the related courses. Perhaps there 
is room for improvement in this particular aspect.
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APPEITOIX II 

school of AGRICTJLTUE.1 at peeadeniya 

In--Servico Tra.ining Institute of A^yriculture, Peradeniya

The School of Agriculture at Peradeniya v/as merged v/ith 
a similar School at Kundasale with the object of utilizing the 
buildings and other facilities at Peradeniya for este^blishing 
a permanent In-Service Training Institute for all grades of 
employees above the labour grade of the Departraent of Agriculture. 
Training is directed towards developing understanding of job 
operations and standards, policj.es and procedures of the Depart
ment and current technical, research findings and also towards 
developing the necessary skills to enable the officers to dis
charge efficiently the duties entrusted to them.

This In-Service Training Institute is situated at a site 
which is in close proximity to the Central Agricultural Research 
Institute and Central Veterinary Research Institute, all of which 
are established in the Central Experim.ent Station, Peradeniya.
The Faculty of Agriculture of the University of Ceylon at 
Peradeniya is also at a short distance from these institutions.
The Co-operative School at Par.golla too has the benefit of making 
use of the facilities and expertise Icnowledge provided by these 
institutions concerned with agricultural and rural development 
in Ceylon,

Facilities are available at the Institute for conducting 
annually about 30 short courses, each of 2 week’s duration, for 
each medium of insxructj-on, (Ginhala, Tamil and English), Each 
batch of trainees vâ ries from 30 to 60 in numi.ber.

Courses for village level and divisional staff generally 
consist of lectures, demonstrations, seminars, visits to labo-- 
ratories, field experiments and model Extension Units, Practical 
work is done with reseo.rch officers, university staff and 
experienced field officers acting as resource persons.

v/orkshops of 2 v;eeks’ duration are conducted in the case 
of supervisory staff and distri.ct level officers. Some of these 
workshops arc operated vi?ith the assistance of F,A = 0o personnel.

It is rather surprising to note that judged by the Courses 
and areas for in--service training of agricultural extension 
officers no reference vfas made to the importance and meaning of 
Co-operative Development» Consequently, the trainees v/erc mostly 
ignorant of the usefulness and existence of the co-operative in 
the villages„ There is no wonder that extension work has failed 
very often to bring home fruitful results to the villagers, 
because the problem^s of the people have not been properly dealt 
with through the village co-operative organizations of their own.
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but rather have been treated mainly through ineffective and slow 
process of individual personal contacts between the officers and 
the farmers. On the other hand, the School of Co-operation neg
lects to teach their trainees the importance of extension ser^/ices 
and the technical know-how of farming business. The result of 
this ignorance,on the part of co-operative officers has been to 
deprive the co-operatives from obte.ining the benefit of agri
cultural extension services. This unco-ordinated situation 
occurs everywhere, especially in developing countries. The 
remedy lies in the close co-operation and collaboration between 
agricultural and co-operative officers, especially working at 
the village level for the ultimate benefit of farmers. Above 
all5 co-operatives should be regarded as instrumental to the 
successful perform_ance of extension serviceso

Good management is a prime factor in human progress and 
national development. The success or survival of any enterprise, 
large of smiall, depends, in the last analysis, on the efficient 
management of its affairs^

T’arm ma.nagement training programs of the Institute include 
courses on accounting, industrial relations, industrial sociology, 
marketing management, social psychology, production management, 
principles of management, personnel management and conference 
techniques, etc. Judged by the contents of these courses, there 
is no doubt that the best modern concepts and methods of manage
ment have been imparted to the trainees the problem remains as 
to how far the knowledge could be effectively applied to meet 
the local situation and solve the immediate problems facing the 
farmers,

There is also a program for the in-service training of 
agriculture teachers in schoolso The curriculum consists of the 
learning process, teaching objectives, joint organization guidance 
extension ser̂ ;-iccs, etc.

Lastly, there is the training in o.nimal production and 
health. Extension workers in the fields of e,nim.al production 
and health have been offered training in the science of livestock 
farming as well as in the various educational techniques. This 
task is further fa.cilitated with the siting of the In-Service 
Training Institute in close proximity to the Veterinary Research 
Institute and Veterinary Hospital=

On the whole the Institute has well planned training 
programs for the agricultural officers. The exact value would 
mainly lie in the supply of qualified staff in order to raise 
and maintain high standards of training and the general knowledge 
and ability to learn on the part of the trainees,

Note; Central Agricultural Research Institute, 
____________Gannoruv/a, Peradenaya____________
The opening of the Institute v;as held on 6th Au.gust, 196?<> 

The buildings are a gift of the people of Australia under the 
auspices of the Colom-bo Plan. The Institute is comprised of
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various Divisions:- Such as (1) Agricultural Botany,
(2) Agricultural ChGinistry, (3) Plant Pathology, (4) Entoniology,
(5) Horticulture (6) Minor Plantation Crops, {l) Tobacco,
(8) Soil Conservation, (9) Pood Technology, and (10) Statistics, 
it is surprising enough to note that Agricultural Economics has 
not been given a place in research organizations of the Research 
Institute. Evidently emphasis has been laid solely on natural 
science of agriculture, while animal husbandry v/hich is one of 
the vital industries with great potential for development in rural 
Ceylon . also has been left out. Since the Institute is a newly 
established organization, there is hope for further expansion 
of scope and activities which would eventually load to the 
establishment of afore-mentioned branches of research, especially 
those directly concerned with the behavioural approach of socio
economic aspects of agricultural development in modern times.

It is to be hoped that this Institute v\rith its excellent 
environment could start its programs with no great difficulty, 
especially with the technical and financial assistance of the 
specialised international bodies.

Pield investigations have been carried out on the experi
ment farm attached to the many centres of the Institute and other 
parts of the country. Rice breeding, dry-zone farming, pasture 
research, various other crops research have been conducted at 
the Institute or at outer stations.

The Major functions of the Institute, therefore, are:-
(1) Fundamental and applied research in agricultural

science with a view to maximising crops returns 
at the most economic temis,

(2) On the spot investigations of problems posed by
farmers and the instruction of the Agricultural
Extension Service, and

(3) Administration of the Plant Quarantine laws of 
the country.

In the context of the rapid agricultural development of 
the country, even the best resep.rch would bo of no value unless 
its results could be transmitted to solve the problems of peasants. 
This requires a close working relationship between researchers 
and extension personnel on the one hand and research extension
workers and the farmers on the other. Hence, farmer training
classes held in the field could be valuable in that, farmers, 
extension workers and research staff could have face-to-face 
meetings to discuss practical problems and excha.nge views and 
informations, as well as to undertake on-the-spot demonstrations.

It is reported that research has made considerable con
tribution to agricultural development in Ceylon-'. Notable achieve
ments and important lines of research in progress have been in soil 
surveys, improvement of crops, such as rice, vegetables, chillies, 
gingelly, maize, cotton, groundnut, tobacco, coffee and cowpea, 
etc. Crop protection against pests and diseases has also 
achieved significant results.
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(5) I'TULTI-PURPOSE CO-OPERATIVE DEVELOPMT
- BATTICALOA DISTRICT -

GENERAL NOTE

Batticaloa District is essentially an agricultural area 
where the chief occupation of the people is farming with paddy 
as the main crop. The total area under paddy cultivation is 
109,825 acres. This District has two seasons for agricultural 
production, namely, Maha, (Munmari), the major crop season for 
which sowing is done in September and Yala (Kalapokam) for v̂ hich 
sowing is done by about March. With the irrigation facilities 
available the farmers could also get a fairly good harvest in 
Yala. Because of this, this District has earned the name.of 
"Eastern Grannery of Ceylon".

The next chief occupation of the people is fishing and 
this is found along the coastal belt of the District. The entire 
district has a population of 215,584.

Originally the co-operative activities in the entire 
Eastern Province wore under the administration and control of 
an Assistant Commissioner of Co-operative Development, then 
designated at Jaffna in the Northern Province. As it was found 
difficult to administer the co-operative movement in the Eastern 
Province from a distant place like Jaffna, it was decided to 
establish a separate division for the Eastern Provincco 
Accordingly, in November 1943 a division was set up at Batticaloa 
for the entire Eastern Province to cover the Batticaloa District 
and the present Co-operative Divisions of Trincomalee and Amparai. 
Later in Eebiruary 1953 the Trincomalee District was taken away 
from the administration of the A.C.C.D., Eastern Province and in 
about 1954 a separate Co-operative District was opened at Kalmunai 
in the revenue district of Amparai, leaving the administration of 
the co-opcrativc development in the revenue district of Batticaloa 
to A.C.C.D. Batticaloa.

Co-operative movement in this Division, as in the other 
parts of the Island, started with credit activities v/nich actually 
formed the backbone of the movement. At the time when the entire 
administrative control was at Jaffna, thes... co-operative credit 
societies were also financed by the Jaffna Co-operative Provincial 
Bank. But with the opening of a separate Division at Batticaloa 
in 1943, the Batticaloa Co-operative Provincia.1 Bank was organized 
in the same year, and the financing of these societies was done by 
the Batticaloa Co-operative Provincial Bank,

To help the agriculturist in the disposal of their produce, 
agricultural producers' sales societies were found to be necessary 
and these societies were organized vt/ith their main functions set 
on the finding of suitable markets and getting the most advantageous 
price for the agricultural produce of the members. These societies 
were functioning purely as "Sales Organizations". But in 1947, a



directive from the Govemmont was issued to the societies advicing 
them also to undertake the production activities with the necessary 
amendments to their By-laws. Hence, a change of their names to 
"Co-operative Agricultural Production and Se.les Societies" was 
effected.

During the Second World War the difficulties in the matter 
of distribution of rations and the restrictions of other essential 
foodstuffs brought the co-operative consiomer service to the fore
front. With the increase in the number of consumer stores 
societiesj the organization of Unions of Stores was found necessary 
and thus Co-operative Stores Societies Unions were formed for each 
of the D.R.O.’s Divisions, These Unions functioned as Wholesalers 
for the retail consumer societies.

Since then the co-operative movement in Batticaloa enlarged 
its scope of o.ctivitios. The co-operatives that were . engaged 
only in Agricultural and consumer functions, spread out into 
various fields. There was a demand for other types of societies 
like textile societies, fishing societies, VYeavers societies, 
pottery societies, etc. Every village, in fact, had several 
types of societies to promote the economic development of the 
various communities on the village. The inconvenience of a 
number of societies in a village for various purposes brought in 
the idea of amalgamation into multi-purpose co-operatives. Con
sequently, in 1957, acting on a directive from the Minister in 
charge of co-operatives, a drive for the organization of multi
purpose societies v/as taken up. Propaganda meetings were held 
in every nook and corner and the multi-purpose co-operative 
societies were organized and registered. The good C.A.P. & S. 
societies and co-operative stores societies were converted into 
multi-purpose. Whenever this conversion was found not possible, 
new multi-purpose societies were organized and registered. Thus 
at the end of 1958 there were in this District 78 multi-purpose 
societies registered. As there was still a need for more societies 
other societies too were either converted into multi-purpose 
societies or new societies formed. At the time of the visit 
there were 118 m.ulti-purpose societies and 4 C.A.P. & S. Societies, 
in existence. These societies have taken over the functions of 
offering loans and other services for the agricultural heeds of 
their members. Out of these 118 multi-purpose societies 107 were 
engaged in both e.gricultural and consumer activities, Vv'hile the 
others were still operating only on single purpose basis.

On 1,9,67 a new Agricultural Credit Scheme came into 
force and 105 societies have granted loans to their members to 
the tune of Rs 5,5 millions. The societies were engaged in the 
recovery of loans at the time of the visit.

Currently, there were four M,P,C.S, Unions in the Division 
and they functioned chiefly as wholesalers.

The Batticaloa District Co-operative Union, originally 
registered as the Eastern Province Co-operative Union, is the 
apex institution for the District, This Union has recently 
constructed a building of its own at a cost of nearly Rs lakhs.
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The Go-operativo Development Department runs an Education Centre 
imder the supervision of this Union. Co-operative Employees 

have been trained at this centre.
A schedule indicating the number of societies in the 

Division as at the end of March, 1968, classified according to 
types is attached for information;
Total No, of societies in the Division as on 31.3,58: 459
Classified as follows:
Primary;
Credit (unlimited and limited) 213
Thrift 2
Consumer Stores 31
School Supply Societies (Regd, & Recogd) ~ Stores 14
C.A.P, & S.S. 4
Coconut Sales fv r: 1
Yoimg Farmers Societies ‘ 12
Goat Farming 2
Eishing (supply and marketing) 14
Dairy ( -■ t. n ) 1

Industrial Societies (Textile, Mat, Weavers, Pottery,
Coir, Carpentry, Lime Workers,
and Brass Workers) 18

Tobacco Growers 2
Cadju Producers 1
Labour Societies 4
Housing 1
M.P.C.S. 118
Welfare Societies 4
Better Living Societies 1
Women’s Guild 1
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Secondary;
District Bank (Provincial Co-op. Bank) 1
E.P.A.G, Union (Eastern Province) 1
M.P.G.S. Unions (1 defunct) 5
Textile and Industrial Union 1
Credit Unions 5
District Union 1
Coconut Producers Association - (adamant) 1

Total of Secondary 15

Grand Total 4^9
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BATTICALOA MULTI-PURPOSE CO-OPERATIVE UNTIOH, LIMITED

This Union was registered as a Co-operative Stores Union 
on 5.6.44 and converted into a Multi-purpose Co-operative Union 
on 3.6.60. Its area of operation covers Manmunai North and V/est
D.R.Oo Divisions in Batticaloa District,

The-membership of this Union consists of the following 
societies; -

1. Multi-purpose Co-operative Societies 24
2. Co-operative Stores Societies 16
3. School supply Societies 2
4. Co-operative Agricultural Production

and Sales Societies 3
Total 45

It has on.,its payroll 29 employees at the time of the visito 
The to.tai amount of salary and wages paid during a month (March) 
was Rs 5,073/“. The Union handled the following Rice Ration 
Books,

R.R.B. attached to member societies 59,'659
- do “ non-member societies 10,050

R.R.B. served by the Union Branches 3,615
R.R.B. attached to Authorised Distributors 6,504

' 79,828

The value of a ̂ share is Rs 500/~, payalDle in yearly' instalments 
of Rs lOO/-. As at 27.10.67 the paid up share capital was 
Rs 20,633/93.
BUSniESS HANDLED S
1. Wholesale/Establishment of rations, subsidiary ratiohed food

stuffs, milk foods and other sundries,
2. Wholesale section for coupon textiles, crockeries, paper, 

exercise books and stationery, as well as for sugar, flour 
and c ement,

3. Retail section attached to the main wholesale section,
4. Branch retail depots at Singalavady, Kokkuvil and Karuvoppan 

Colony,.
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1. Sugar has been purchased from Amparai, Kantalai and Colombo 
, as directDd by the Deputy pood Controller based on the
availability'of stocks?

2. Plour - purchased from the supply station of the D.P.C. 
Batticaloa,

3. Textiles from the C.W.E, Colombo and later from Salu Sala, 
and

4. Milk foods and subsidiary rations from Colombo and from the 
C.W.E. Branch at Batticaloa,

Average monthly purchases have been made as follows;-
Sugar 2,800 cwts, valued at -Rs 206,300/-
Plour 75,000/-
Textiles 25,000/-
Other Goods 75,000/-
Paper 10,000/-

391,300/-
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ARMUGEMENT POE PURPOSE;

It has not obtained any loans from any source except the Bank O/D, 
STOCK CONTROL;

Stock in the wholesale section maintained on quantity basis 
while the retail section and retail branches on value basisc 
Quarterly stock-taking has been done and shortage accounts prepared. 
In addition, occasional checking of stocks has also been conducted 
whenever found necessary. The sales in the wholesale sections were 
daily analysed and the stock books posted at the offic9 of the Union.
CASH CONTROL;

There was a Day Book maintained at the Union which recorded 
the daily receipts and payments., This daily account was .balanced 
at the end of every day and-the Manager certifies for the cash 
balance. The entire cash.collections were deposited in the 
Batticaloa Co-operative Bank at the beginning of the following 
day. All purchases were;being paid for by cheques,
ACCOUNTS;

Administrative Secretary-cum-Accountant was in charge of 
the Accounting section.. ThO: Cash. Book v/as posted daily from, the 
Day Book and balanced at the end of the month. Cash sinnmary was 
prepared and posted at the end of the month.



Stock Books wore posted from the analysis sheets that wore 
being checked every day at the general office under the guidance 
and supervision of the full time- checking offic-er- of the Department„
COIVIMITTEE;

The Committee has met regularly once a month and whenever 
necessary it has taken speedy decisions over the affairs of manage
ment and disciplinary inquiries.
PINANGE t

M.C.L. approved for the year up to 30.8.68 amounted to 
Rs 2 2 5,000/-, An overdraft of Rs 75,000/- has been approved by 
and operated with the Co-operative Bank.
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KORAIAIPATTU M.P.C.S. UNION, LIMITED

This Union waa fonncrly registered as a Stores Societies 
Union, in October, 1944;, and was converted later into a Multi
purpose 'Co*-o'pC;rative Societies Union. The membership consisted 
of J, ' ’

M.P.C.S, Societies 17
Co-operative Stores .............  2
Co-operative Y/elfare Society .... .1
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There were no private authorised distributors functioning 
in the area Of operation o,f the Union. The entire area was served 
by co-operative societies with a total of Rice Ration'Books of ' 
42,715.

The Union was running two retail depots, with one for 
textiles and the other for essential commodities. In addition, 
the Union has opened one retail depot at Brinthukandam and has 
also taken over the management of four other co-operative stores 
which were badly managed.

The value of a share was Rs 500/- payable in annual instal
ments of Es lOO/-, The total paid up share capital at the time 
of the visit was Rs 15,884.43. There was a Reserve I'und of 
Rs 63,869.08.

The M.C.L. fixed for the Union was Rs 120,000/- valid up 
to 12.5.68.

The Union dealt in consumer goods, rations and the sub
sidiary foodstuffs, textiles, gi’ocery, cement, kerosene oil and 
other sundry goods. All the member-societies made their purchases 
from the Union.

The Union also owned two lorries for transporting the 
goods purchased for its ovm business and also undertook the 
transport services for its affiliated societies.

The Committee of management consisted of nine members 
elected at the General Meeting. It has altogether employed 15 
persons. The following statment is included herewith for 
reference;
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CAPITAL-A-/C AS AT 31.3«68

Shares
Reseirve Pimd
Share Trans
fer Fund
Building Fund
Lorry Fxmd
Education
Development
Fund
Entertainment
Fund
Com. good Fund

15,884-. 43
63 , 869.08 

1 , 000.00

73,244.76

17,230.07

1 ,000.00

216.60

6j330.39

Dividend on Share 
Staff Security 
Sundry Creditors
B.C.P. Bank O/D 
Balance profits

162,890.90

941.04

10,600.00

24,249.91

86,563.15

34,271.53

335,400.96

Land
Building
Lorry JIo.l 1.00 
Lorry No,2 1>00

Furniture ‘ -
Investments
F.D. in B.C.P. 
Banlc
Sundry Debtors 
Stock
Cash in hand

1,160.63

82,939.13

2.00

11.963.12 

1,742.00

12,842.56
21,114.53

189,045.87

14.592.12

335,440.96



EBAVURPATTU M .P.C.S T UNION, LIMITBD

This Union was formerly registered as a Go-operative Stores 
Societies Union, in July 194-4. At the time of registration this 
Union was doing only one . fun-Gtion, i,e„ :distribution of consumer 
goods* to member-societies. During the period when all the con
sumer and G.A,P, & S, Societies were converted to multi-purpose 
co-operative societies, this Unio-n too had its registered name 
altered to Multi-~purpo.se Co-operative Societies Union, with the 
'privilege of accommodating the stores societies and C.A.P. & S. 
Societies in its membershipo
Area of Operation and Membership;

This Multi-purpose Co-operative Societies Union covers the 
entire Eravurpattu area with a population of 45,000. There were 
28 Co-operative Societies which were affiliated to this Union at 
the, tim̂ e, of thê  visit,
- ' 'Among the 28 member-societies, 24 were Multi-purpose Co
operative. Societies and 4 store societies. Out of the 24 M.P.G.S.,
2 societies have operated the consumer section only, other 2 
societies agricultural function only while the rest v/ere truly 
multi-purpose.
Share Capital;

The value of a share v̂ as Rs 500/- payable in five annual 
instalments of Rs 100/’~„ Every society affiliated to the Union 
has purchased one share each. The total paid up share capital 
amounted to Rs 12,817.30. The Union haa paid out one year 
dividend from its profits, which was added up to the share capital 
of -t-he members societies,
finance;

The Union v;as approved a Maximum Credit Limit of Rs 825,000/- 
by the A.C.C.D., Batticaloa on 24.10,67. With this approved limit 
the Union has obtained overdraft facilities with the People’s Bank 
up to three lakhs, two and a half lakhs from the Batticaloa Co
operative Provincial Bank, as well as one lakh ninety thousand 
rupees from the Commissioner of Agrarian Services, which was a 
long-term loan. In addition, the reserves accumulated at the 
Union have been utilized as capital funds.
Activities;
1. Distribution of Consumer Goods;- This Union catered the entire 

requirements of 45,000 Rice Ration Book-holders residing within 
the area of operation of this Union. All rationed and ixnrationed 
consumer goods such as rice, flour, sugar and other subsidiary 
foodstuffs were distributed or sold to the members of the public
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t h r o u g h  t h o  26 c o - o p o r a t i v e  s o c i e t i e s .  R i c e  w a s  g i v e n  PEEE 
o n  c o u p o n s  a n d  t h e  s o c i e t i e s  wer-e g i v e n  f o r t n i g h t l y  s t o c - k - t o  
s u p p l y  t h e  c o n s u m e r s  w e e k l y .  A s  t h e  s u b s i d i a r y  f o o d s t u f f s  
boo \ / e r o  r a - t i o n e d ,  t h e  s o c i e t i e s  w e r e  g i v e n  o n c e  a  m o n t h ,  
t h e i r  m o n t h l y '  r e q u i r e m e n t s o  T h e  G o v e r n m e n t ' s  p o l i c y  o f  

"• c(3. u i t a b l e  d i s t r i b u t i o n  o f  e s s e n t i a l  f o o d s t u f f s  t o  t h e  p u b l i c  
h a s  ■ b e e n  c a r r i e d  o u t  p r o m p t l y  v / i t h o u t ' a n y  c o m p l a i n t .  I n '  
k d d i t i o n  t o  t h o  s t i p p l y  o f  c o n s u m e r  g o o d s  t o  s o c i e t i e S s  u n -  
r a t i o n e d  a r t : . c l e - s  s u c h  a s  s u g a r  a n d  f l o u r  a r e  s o l d  t o ' p r i v a t e  
t r a d e r s  a ?3 w e l l c  T h i s  U n i o n  w a s  a p p o i n t e d  t h e  s o l e  d i s t r i . ^  
b i i t o r  o f  s u g a r  a n d  f l o u r  f o r  t h e  E r a v u r p a t t u  A r e a , -

T h i s  s e c t i o n  o f  t h e  b u s i n e s s  h a s  v ' : ; ] : e d  o n  a n  a n n u a l  
t u m o ' / o r  o f  Hs 2 , 7 5 0  5 000/ - ’ w i t h  a n  a n t i c i p a t e d  g r o s s  p r o f i t  
o f  f o r  t h e  s e r v i c e  r e h d e x ’cdo ................." •

I n  a d d i t i o n  t o  t h i s ,  t e x t i l e  w h o l e s a l i n g  t o  member-- 
s o c i e t i c s  a n d  r e t a i l i n g  t o  t h e  p u b l i c  h a v e  b e e n  d o n e  by t h i s  
U n i o ’i .  T h e  r e q u i r e d  t e x t i ' i . e s  v / e r e  b o u g h t  f r o m  S a l u  S a l a  a n d  
a t  t i m o B  f r o m  p r i - ^ ^ a t e  y a o D . o s a j . e r s  i n  C o l o m b o ,  T h e  U n i o n  m a d e  
a l ] ,  i t s  p u r c h a s e s  o f  s u b s / i d i a r y  f o o d s t u f f s  f r o m  the C o - o p e r a t i v e  
W h o l e s a l e  E s t a b J i s h m e n t ,  C o l o m b o ; e x c e p t  r i c e  a n d  f l o u r  f r o m  
t h e  G o v e r n m e n t  S t o r e s ,  B a t t i c a l o a .

- T h e  t u r n o v e r ■■ o f  t e x t i l e  w h o l e s a l i n g  a m o u n t e d  t o  
R s  1 6 5 , 000/ - ' p e r  y e a r  v / i t h  a  m a r g i n  o f  p r o f i t  o f  5%, w h j . l e  
t h e  r o t a i . l ' l n g  R s  8 5 ; 0 C 0 /  • p e r  y e a r  w i t h  a  m a r g i n  o f  p r o f i t  
o f  Some A^'ar: e t y  o f  t e x t i l e s  w e r e  u n d e r  c o n t r o l l e d  wj-i.L
r e g a r d  t o  t ' l e j . r  c u a u t i t y  a n d  p r i c e j  t t u s  y i e l d i n g  m u c h  l o w e r
t r a d e ' m a r g i n  o f  T j r o i l i t  t o  t h e  U n io ii , -  H o w e v e r ,  t h e  . . U n i o n  h a s
b e e n  s a t i s f i e d  t h a t  i t  h a s  f u l f i l l e d  t h e  G o v e r f i r A e n t  p o l i c y  
a n d  s e r v e d  t h e  n e e d  o f  t h e  ’y u b l i c *

2 .  Pawn  S h o p ; -  T h i s  U n i o n  I s  of t h e  P e o p l e ' s  Banlc  i n
 ̂ d o i n g  t h i s  b u s i n e s s ,  f o r  T.hxs. p u r p o s e  t h e  U n i o n  h a s  b o e n  
a l l o w d d  a n  o v o r d ’f a f t  f a c i l i t y  o f  T h r e e  L a k h s  o f  R u p e e s  on .  
a n  i n ' c e r e s t  o f  ± c r  t h e  a m o u n t  u s e d .  T h e  U n i o n  l e n d s * i t  
a t  t h e  r a t o  o f  10% i n t e r e s t  o n  g o l d ,  j e w e l l e r y  f o r  w h i c h  
t h o  U n i o n  p a v 3 50^  o f  t h e  vaZ.u e o f  t h e  a r t i c l e  p a w n e d *

■ M o n t h l y  p a w n i n g  a n d  r c d c c r n i n g  h a v e  w o r k e d  w e l l  o v e r
R s  45>COO/. .~ ' ^

3 /  " l i c e ' - M i l l i n g ; - -  T h e  U n i o n  h a s  p u t '  u p  i t s  own R i c e  M i l l  w i t h  
H m i r i i n g  c a p a c i t y  o f  1 5 0 , 0 0 0  b u s h e l s  a n n u a l l y c  T h e  b u i l d i n g  
P l a n t  a n d  m a c h i n e r j ^  h a s  c o s t e d  t h e  U ni: on  v r e l l  o v e r  R& 1 9 0 . o n o / - .  
a n d  t h i s  m o n e y  h a s  b e e n  o b t a . i n e d  f r o m  t h e  C o m m i . s s i o n e i -  o f  
A g r a r i a n  S e r v i c e s  o n  long-term loan w i t h  2^  i n t e r e s t  payable.. 
i n  1 0  y e a r s .  T h e  U n i o n  h a s  u n . d e r t a k e n  i t s  m i l l . i n g  f o r  the • 
G o v e r n m e n t  a t  t h e  r a t e  o f  37-2 c e n t s  p e r  b u s h e l  o f  p a d d y  
m i l l e d p  A c c o r d i n g  - 1 ^  t h e  c o n t r a c t  t h e  U n i o n  h a d  t o  s x i p p l y  
5 0 , 5% r o u g h  r i c e  f o r  t h e  m e m b e r  o f  b u s h e l s  o f  p a d d y  m i l l e d .
T h e  U n i o n  h a s  b e e n  a l l o c a t e d  a  q u o t a  o f '25000 b u s h e l s  o f  
p a d d y  p e r  weekv. A f t e r  s u r r e n d e r i n g  t h e  r i c e  t o ' t h e  G o v e r n 
m e n t  S t o r e s ,  t h e  U n i o n  c o u l d  o b t a i n e d  t h e  f u l l  p a y m e n t  f r o i n  
T h e  G . A . S ,  T h e  b y - - p r o d u c t s . s u c h  a s  b r o k e n  r i c e  t ind  b r a n ,  
w e r e  a n  a d d i t i o n a l  i n c o m e  t o  t h e  U n i o n ,
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4-. (guaranteed Price Scheme Agency;- The Union was an agent of the
C.A.S. Batticaloa for the purchase of paddy under the Guaranteed 
Price Scheme. This Union has been given the privilege of 
stocking the required quantity of paddy for milling purpose 
with the surplus to be handed over at the Government Stores. 
There were 5 M.P.G.S. which sold their paddy through the 
Union. The Union was paid a commission of 4 cents'^per bushel 
of paddy handled. The Union paid the societies as soon as 
paddy was taken over, and in turn the Union obtained the 
money after surrendering the same at the G.P.S. Stores either 
in the form of paddy or raw rice. The Union handled about 2 
lakhs of bushels of paddy annually.

5. Lab our G on t rac t; Transport and handling of fertilizer from
the Railway Station to the Government Stores have been under- 
taken by the Union at 25 cents a mile for transport and handling- 
on piece rates. The same has been done in the measuring of 
paddy at the G.P.S. Godowns. The Union has got a nett income 
of over Rs 3,000/- annually by doing the contracts.

In addition to these activities the Union has been 
operating two branch depots. One at Unnichchai and the other 
at Karadiyanaru. The Union also undertakes the distribution 
of consumer goods for weak and financially poor societies till 
such time when they are properly re-organized.

Building;
The Union oras its building which has been put up at a cost 

of Rs 110,000/-, This money was from the funds of the Union,
Lorries;

The Union has bought five lorries out of its own funds.
The transport service has therefore been maintained satisfactorily 
for the business operation of the Union,
Staff;

At the time of the visit there were in all 32 employees 
managing the affairs of the Union, The Administrative Secretary 
and the Manager wore tv/o important employees of the Union, A sum 
of Rs 82,000/“ was paid by way of wages annually to all the 
employees. The - employees enjoyed Provident Fund benefits from 
the Union,
Committee of Management;

The Committee consisted of 12 members. Of which 9 were 
elected by the General Meeting with the other three nominated by 
the Commissioner of Co-operative Development, A President, a 
Vice-President, an Administrative Secretary have been appointed 
to take charge of the principal responsibilities of the affairs 
of the Union,
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Balance Sheot as on 30th September 1967
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Share Capital 
Statutory Reserve
Other Reserves

p ■ . Security Deposits
Otlier depositB
Accrued interest
Loans and over
drafts
Interest, payable /
Advance receiyed
Excess Cash
Sundry Creditors
Suspence account
Other'6’rbdits'
B . Union; Building 
Fund : ,rr
Co-'op.
Balance j)rofit

12,817.30 Land and Building 234,226.75

-89,098.82-: Plant and Machinery ,5 4 , 998:39
141,145.01- Motor Vehicles ■56,155.28

25,600.88^ Furniture and
- ’65602.03 Fittings 14,076j 72

2 ,58 i.0 2  - '‘' Fixed deposits -
(Security Deposit) 17,827.02

491,440.26 Investments 13,612,00

15,062.92
'Deposits, , 2 , 035^00

7,400.00^ Pav/n Broking ' 227,747.00

6,208.89
-Accrued interest » 9 ,521.20

45,224.32 Advances 25,655.00

42.72 Simdry Debtors- .101,382,92

'5 ,545 .14 Value of Stock 103,733.99

'■ Cash shortages 13V068.74

6; 783.86.,'; Cash in hapid . ' , '7 ;,1-64.56

- 3,035.26 ^
 ̂ '22'j606.14 .

... » ; V ■ .1, •

881,194 .'5 7 881,194c57



AMEX NOTE: EASTERI^ PROVINCE CO-OPTATIVE
_____________AGRICULTURAL UNIOH___________

1. Tlio writer was invited to pay a visit to the Eastern 
Province Co-operative Agricultural Union which v/as in fact 
outside the scope of his survey, but related to the develop
ment of the co-operative movoment of the area in general,

2, This Union was registered on,30.4.48, with.a membership 
of 58-societies and 408 ' individuals. It was certainly an 
unusual organization, v/hich would have: to be strictly treated 
as one of the irrigular offshoots of the movement.

3; According to its By-laws the value of a share.'for a
society was Rs lOO/-, while for an individual Rs lO/-,
At'the time of the visit, its paid’up Share Capital was 
Rs 19,843.00/-, and the M.C.L. v;as fixed at Rs 300,000/- 

' as of 9.1.66. .
4. Business Activities: '

This Union was the solo agent for the sale of Ferguson 
'.Tractors for the entire province oh a commission basis.

■Bro^m and Company, Colombo, was the: sole' importer of
:: / .J'erguston Tractors, who has commissioned this Union as its. 

agent for this area. Branch of the Brovm and CompanyLtd,, 
Amparai was only a sub-agent, as such this Union was given ^

, ,, 50% of the Commission for all sales canvassed by them,
' ■.....................  - ' ' ■ • • ■ -4

' This Union wa;S also the agent" for the sale of consignment 
tractor spares getting a commission of 15% on the sales on - 
Lucas and C.A.V. spares and 25% on M.H. spares,
Tractor Sales;

It has been the policy of the "G-bverhment to sell tractors
on a system of permits channelled through the Union, Hence,
the sale of tractors has been done entirely through this Union 
for the Eastern Province.

Sales of tractors for the past three years were as 
follows

1965 1966 1967
12 100 109

The sale of tractors and implements for 196? could be broken 
down as follows;-

Batticaloa Society Amparai Sub-agents
79 tractors 30 tractors
80 tillers 28 tillers
22 trailers 2 trailers
6 pair of cage wheels
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Pricc of tractors and spares and conimissions in 1967-8 are 
illustrated below:- .

Tractors Comm. TriJ.lerB Comm. Trialers .Coianic
January *67 Rs-1^250/- Re y.50/- Rs 3,300/- ■ 15%' Rs ^600/- Rs 650/- 
July : 15,750/-' 1.250/-' 1,500/- 15% „ .
January. *68 , 1^350/- 1,350/- 1,700/- 15% ^400/-
Total coiniaission eo.med by the Union amounted to Rs 123,137/57.
In addition, spares sold in 1967 totalled Rs 525,355,30 and 
commission earned Rs 126,239.03.
Garap;e;

This Union has established repairing services to the 
customers. One of the service centre was Batticaloa and the 
other at Karaitivu.

This Union has been recognised as a suitable training 
centre for recruits and trainees selected by the Labour Depart
ment, who were to be trained as tractor operators and mechanics.
The Government paid a commission of -/50 cents per trainee per 
day for the full period of training of the recruits. 40 persons 
have been so trained since 1967.

This Union handled all types of repairs to tractors against 
high competition v;ith the mushroom private tractor repairing 
establishments.

This Union was administered by a Committee elected by the 
General Body annually as stated in the By-laws. The Committee of 
Management was said to be alive to its responsibilities.
Finance;

Tentative trading profit and loss accounts and balance 
sheet as at 31.12.67 attached.

The net profit earned in 1966 Rs 125,342,83
- do - 1967 Rs 121,162,43

The balance profit as at 31.12.67 was Rs 332,330,09
This Union obtained Rs 45,856.00 from the Commissioner of

Agrarian Services prior to 1958 for the construction of buildings 
and this amount has now been written off together with the ac 
interest. Consequently, the Union has owed no debts to outside 
agents. It had funds of its own adequate to finance its own 
business activities.

- 205 -



Vehicles;
■ ...... The Union maintainod 3 vans and 2 tractors. The vans were
used for travelling to laeet \irgent calls of customers to attend to 
repairs'-in' the fields aild thfe trad-fcors arc maintained for demon
stration purposes and training of the. recruited trainees.
General:

In addition to the tractor business' the: Union has sold o\it 
40 bicycles since 1967 for Rs 9 ,<o0±/50\ As this Union has offered 
the concession of sales on instalment basis, there has been an 
increasing demand for bicycles, -
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(6) MLTI-PURPOSE CO-OPEMTIVE DEVTJLOPraT
- AMPARA.I DISTRICT -
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M.P.C.S, MOVElfflNT IN GALOYA AREA

Although the multi-purpose co-operative societies movement 
in Ceylon, v/as started in an Island wide scale in July 1957, as a 
result of the recommendation of the Planning Corrunittec of the 
Ministry of Agriculture and Pood, these type of societies has in 
fact actually been functioning in the District of Amparai (Galoya 
Valley) since 1952. This was the result of the initia,tive taken 
by the Development Board of the Galoya Va.llej/'. These societies 
were then known as "General Services Co-operative Societies^' , 
(Supplying the consumer and production requirements to members and 
selling their product). The name "General Services Societies" was 
changed to "Multi-purpose Co-operative Societies" in and after 1957.
Grov/th of the Movement; Registration of General Seirvices Societies;
Year
No, of 
Societies

1952 1953 1954 1955 1956 1957

1 13 12 5 5 2
Conversion of G.S.S. to M.P.C.S.5 
Year ; 1957 1958 1959 I960 1961 1962
No. of 
Societies;

Total

38

Total

382 12 17 4 2 1
Registration of M.P.C.S. from 1957 to 1968;
Year ; I960 1961 1962 1963 1964 1965 1966 1967 Total
No. of 
Societies;
Membership;
Year
No, of Societies 
Members 
Consumer Activities; 
Y ear
No. of Societies 
Sales
Net Profit 
Working Capital

7 17

1952
1

142

1952
1

Rs 40,000 
Rs 1,750 
Rs 1,5 mil.

1957
38

5,030

1957
38

Rs 5 million 
Rs 73,500 

(n. a .)

1967
55

7,467

1967
55

Rs 10 million 
Rs 93,172 
Rs 2.7 million
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Purchase of Produce of Agriculture - mainly paddy;
Year
No. of Societies 
No. of Bushels 
Value

1952
1
5,725 

Rs 68,700

1957
38
183,697 

Rs 2,204,364

1967
55
637,656 

Rs 7,651,872
Producers requirements;

Agricultural credit was granted from Co-operative Bank 
through the societies to their members for cultivation and 
harvesting purposes. The People’s Bank and the Government 
Departments also issued loans to these soci-eties. In 1956/57 
the individual loans increased from Rs 50/- to Rs 300/- and in 
1963 an individual could receive a loan of Rs 175/- per acre of 
paddy. In 1967 it was raised up to Rs 220/-. The rate of ,, 
interest was 6% to 12%.- i-;

Season No,. ;0f Societies Year
38 1966/67
38 1967
55 1967/68

Maha
Yala
Maha
Other Activities;

Total Amount 
of Loans granted
Rs 172,964.00

315,453.00
" 3,496,554.00

Apart from the Agricultural Activities and consumer services 
a few societies such as those in the villages No. 24, 3, 2, 32, and
8 also took on labour contracts for works dealing with the main- 
tainence of Government Buildings and construction of roads, ctc.
Some societies went a step further and undertook rice milling 
(Societies in villages No. 23, 19, 10 and 8) as well.



The Galoya Development Board was constituted by an Act of 
Parliament in 1949 and came into force at the end of the year.
One of the major functions was the development of the undeveloped 
area. Under the Act the Board was authorized to establish and 
finance co-operative societies. According to the Programme, the 
Board started to develop land, create new village and settle 
landless cultivators drawn from all parts of the Island, It was 
the intention of the Board that as far as possible all business, 
dealings and other transactions of the colonists should be done 
in a co-operative way to prevent them being exploited by. profit 
seeking traders and middlemen. In pursuance of this policy 
multi-purpose co-operative societies were established for the 
provision of credit, consumer and production requirements and 
marketing facilities for the benefit of the colonists who without 
an exception were members of their village societies. The Board 
financed these societies in the first instance by granting of loans 
and appointing a Co-operative Marketing Officer to organize and to 
advise them in business methods on co-operative lines. The immense 
difficulties and problems that each of the societies had to face 
in this new venture were virtually identical and it became necessary 
that these societies should band themselves together to overcome 
such difficulties. Thus THE GALOYA CO-OPERATIVE SOCIETIES UNION, 
LIMITED was formed and registered on 14.2.1952.

On 22.5.52 the name of the Society was amended to ‘The 
Union of Galoya Co-operative Societies Limited’ and later it was 
again amended to ’Galoya Valley Multi-purpose Co-operative Societies 
Union, Limited'.
Membership and Shares;

The membership consisted of 54 societies to villages units 
settled by the Galoya Development Board, So far registration of 4 
societies has been cancelled, and at the time of the visit, the_ 
Union had a membership of 50 societies. Among them five societî ŝt, 
were in Batticaloa District.

The value of a share from the inception was Rs lOO/-.
When this Union was converted into a multi-purpose organization, 
the value of a share was fixed at Rs 500/-. The current share 
capital amounted to Rs 18,080.93.
Management:

Since inception the management of the Union was in the 
hands of Village Officers who were nominated to the societies as 
presidents-cum-treasurers. Prom 1959 onwards a few other dele
gates have been appointed to the Committee of management. In 
September 1961 the General Body decided to take over the manage
ment in their own hands and do away with the aforesaid officials.
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INSPECTION NOTE; NO. 1

THE GALOYA VALLEY MULTI-PURPOSE CO-OPERATIVE SOCIETIES
_____ UNION, LIMITED- AND SHE GOI.ONIZATIOIir SCHEME______



Hence, a Committee of management were appointed from among the 
representatives of the member societies who were not Officers of 
the Galoya Development Board,

Since then the Union- continued to expand its business so 
much that the Committee fovind it very difficult to manage its own 
affairs. Prom 1961 to 1964 the Union had incurred a net loss of 
Rs 101,465v94. \Tii,i5 wa,s io?.inly due to mismanagement by the 
Committee.-.. in 1964, the
management was handed over to a Board consisting of three Depart
mental Officers. At the time of the visit the Union was still 
being managed by the Board,
Services of the Union; ■

Prom 1952 to I960 the Union supplied all Consumer articles 
and manure to member societies. This Union also acted as a whole
saler to the village societies and was authorized by the Craloya 
Development Board to allow each society at the outset to ob1:aln
Cii credit goods to the value, of Rs 5>500/- and furniture and
equipment for about Rs 2,500/-, This allowance was treated as 
a cash credit loan to the society from the Galoya Board, One of
the main functions of the Union was to buy over the paddy produced
by the colonists.

In May 1958 the Union took over the Cigarette Agency and 
became the sole agent for the Galoya Valley,

Currently, the Union has been catering to all the needs 
of the member societies in the valley. It has directly undertaken 
the distribution of essential coimnodities and other goods of six 
registered societies which had collapsed under their own manage
ment.  ̂ r

Pour retail depots were opened in the valley on the request
of the public wtjo found it inconvenieht to travel to the nearest
dei)6t for re^lar supplies. , ,

In April 1966 the Union had to take over the C.W.E, branch
depot which ran parallel to the co-operative society - at Amparai
Town,

The Union has also lindertaken the transport contract of 
manure for Agrarian Services Department since I960. Since the 
Pertilizer Corporation b5)ened up its own depots in the area, the 
transport of fertilizer'from Batticaloa has been given over to 
private contractors.
ConsTomer Activities;

In the year 1952 the Union supplied subsidiaiy foodslniffs 
only to 2,000 rice ration books.' A^ the Colonists were settled 
in the village units there was a regular increase of the ration 
books and now at the time of the visit, there were 77^252 ration 
books attached to the Union. Most of the goods were purchased 
from the C.W.E.y in Colombo. A few purchases were made in the 
opeh^market. The follOvt^ing list shows the purchases for the 
last seven years. ' ''
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1961 Rs 3,954,361,00
1962 Rs 4,929,583.00
1963 to 64 Rs 11,290,270,00
1965 Rs 7,213,367,00
1966 , , Rs 7,944,125,00
1967 . : Rs 9,574,507,00

Sales, Gross Profits and‘Nett Profits and Losses;
Prom 1952 to I960 the sales of the Union had been for cash 

and for credit approved by. the Galoya Development Board. At the 
time of the visit all sales were for cash only.

Appended belov/ are sales, gross profits, nett profits and 
losses for the past seven years.
Year Turnover Gross Profits Heti Profits Nett Losse!

Rs R s , Rs Rs
1961 4,305.788 204,160 49,445
1962 5,136,061 155,542 —  27,301
1963 to 64 11,696,689 233,198 —  74,165
1965.. '7,537,474 229,371 97,447
1966 8,201,852 188,590 . 64,832
1967 9,828,700 259,438 . 73,359
Wholesale and Retail Depots;

The Union has 4 wholesale depots. Two at Aioparai, one for 
shop goods and one for subsidiary foods. These two depots act as 
the main depot for distribution to the two wholesale depots at 
Gonagolla and Central Gamp.

Amparai Wholesale Depot has 11 retail points and one retail 
point is attached to Gonagolla W/D, .

Appended below is a table showing -societies attached to 
each W/D,
Name of Wholesale No, of Authorized No, of

Depot______ Retails Societies Distributors R.R.B.
Amparai W/D 11 21 6 50,147
Central Camp W/D 18 18,467
Gonagolla W/D 1 8 1 8,618

12 47 7 77,232
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Transport Services;
The Union maintains 3 lorries, one tractor for the distri

bution of foodstuffs.' ' One van for the distribution of cigarettes. 
One Rover in Office to collect cash and to do other essential 
services.
Financing of the Union;

Prom 1952 the Galoya Development Board was financing the 
Union. In 1953 Rs 50,000/- was voted and credited to the District 
Provincial Bank, Batticaloa for this prupose. In 1954 the approved 
M.G.L, was Rs 102,000/-. For the year 1967-8 the M.C.L. was 
Rs 600,000/“, and it was financed by People's Bank, Amparai, The 
Galoya Development Board has also been financing the Union up to 
an extent of Rs 291,087.75. These monies had been advanced during 
the early stages of the :,Union of which particulars cannot be traced,
Union Staff:

The Union maintained at the early stages a clerk and a peon 
on a salary of Rs 170/- and Rs I/40 per day plus allowances. As 
the activities of the Union increased more staff were employed 
and at the time of the visit the Union had a team of 75 employees 
with salaries and wages paid for. the year, 1967, amounting to 
Rs 146,057/“.

BALANCE SHEET AS AT 2.6.1967 
Liabilities Assets

Shares 13,225.00 Fixed Assets 40,529.32
Reserves 226,259.86 Motor Vehicles 27,959.41
Balance Profits 242,036.70 Investments 33,346.38
Long-term Loans 123,382.90 Current Assets 512,417.21
Current
Liabilities
Prepaid expenses
Other Deposits

353,953.88 
37,852.73 
87,912 i80

Other Deposits
Stock in Trade
Cash in Bank 
A/C No. 1

4,772.19
443,327.92

121,268.98
Bank Overdraft 99,826.64 Cash in Hand 829.10 

- 829.10
1,184,450.51 1,184,450.51



INSPECTION NOTE; NO. 2 

CtA L  OYA colony unit no. 24 lULTI-PURPOSB
______ c o -ope r at iv e s o c i e t y, li mi te d

After the organization of the Gal Oya Colonisation Schem. 
in 1955 the Gal Oya Development Board has settled families of 
farmers in the colonies so formed. In the Colony Unit No, 24 too 
the Gal Oya Development Board had settled families of 126 farmers. 
In order to give a financial and other supports to these farmers 
the Gal Oya Development Board had formed Co-operative Societies 
in each of these Colonies. Unit No. 24 M.P.C.S, is one of such 
societies. This Society was first organized under the name,
"Unit No. 24 General Service Go^-operative Society” with funds of 
the Gal Oya Development Board and not with the share capital sub
scribed by the members# As this society had been organized vfith 
the funds of the Gal Oya Development Board the office bearers too 
had been from the Board and not the members of the Society. As 
this was not in keeping with the principles of co-operation, in 
1956 with the assistance of the Department of Co-operative , 
Development the members of the Society took steps to take over 
the administration of the Society in their own hands. Later, 
this Society was converted into a Multi-purpose Co-operative 
Society and obtained its registration on 4.10,58.

At the very beginning of the Society the Gal Oya Developiuo..x 
Board had granted loans to the members to the value of Rs 29,826.7: 
for the following purposes.

1. Cattle Loans • . Rs 24,500,01- - ,
2. Marketing Loans 2,528.00 '
3. Seed Paddy Loans 1,260.00
4. Consumer Loans- - 1,738.72

Rs 29,826.73
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This Society vvas started with 126 members was n c \:
the time of the visit having a membership of 152, representing the 
rame number of families in the Colony. The value of a share was 
Rs lOO/-. The total amount of shares paid up amounted to 
Rs 13,291/-, with arrears of Rs 3,009/~<.

Prom the conversion of the Society into a Multi-purpose in
1958 to the end of I960, the members had managed the affairs of the 
Society satisfactorily. According to the Balance Sheet dated 
31.12.60 there v/as a net profit of Rs 8,993/-. However, the period 
during which the members had looked after the affairs of the 
Society satisfactorily lasted only for 2 years. At the end of
1961 there was a net loss of Rs 4,317.24, Thereafter up to date 
this Society has been running at a net loss. Its down fall has 
been attributed to the following reasons.



1. Not having a proper Icnowledge on co-operation,
2. Undertaking G-ovemment Contracts without any 

knowledge about them,
3. Bad management by the Committee,

. '4. Neglecting the s.upervision of the manager’s work,
allowing the Manager to have his own way,

5. Not taking prompt action to recover dues,
5, Not convening General Meetings to change the

Committee of Management,
7* Not holding- Committee Meetings to discuss ‘the

problems of'the society and to remedy defects,and
8. Mishandling of bsi^h and goods by the manager- and 

not taking prompt act‘ion against such managers.
: The last audit done at this society was for the period

30,566 to 31.10»67, and the total' loss shown at the end of 
51.10.67 -amounted, to Rs 26,615.54. Particulars of losses are 
as follows:

Loss-up to 29.5.66 Rs 8,314.39
Loss for period 30,5.66 - 31.10,67 Rs 18,302.25
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Total: vRs 26,616.54

During the period 1966-1957 this society hadv^one busiriP' 
in the follov/ing sections:-
■' Consumer Scction

Marketing of Paddy and Chillies
Contracts
Sales £)f manure
During the same period this society had sustained a loss 

from each of these ventures and the losses sustained are as 
follows:

Consumer Section - Gross Loss . 
Marketing of Paddy,(Shortage) 
Contract Section - G-ross Loss 
Marketing of Chillies - Gross Loss

Rs 4,048,90 
10,002.45 
3,511.40 

183.72
Sale of Manure - G-ross Loss ‘ 398,40



Cash shortages an*d misappropriations of goods as shown in 
the last Audit Report are as follows*.

 Cash Shortages.............  : Rs 11,610.36
Misappropriation of Goods; Rs 39>159«81
The General working of "fchis sbcieljy Vi?as so horrible and 

there evidently v/as mucH neglect of supervision by the administi'atior 
The A.C.C.D. Amparai at last decided .^9 .take, over the management ' 
on 10.2.68 and handed it over to the Galoya Valley Mult-i-purpose 
Co-operative Societies Union, Ltd, 'The members pleaded agains't it 
and accepted the responsibility of looking after the society satis
factorily and asked the A.C.C.p, to give them a last chance. The 
A.C.C.D, accordingly gâ î e over the, society once again to the 
members wha in turn entrusted to the newly e^lected Committee.
This Committee has made the following decisions and acted 
accordingly; •’

1* To discontinue the services of the manager and appoint 
a new one,

2.--'-To retjov'er all dues by means of legal action,;, •
3 . ^To take stocks monthly and to prepare accounts and

see if there are any shortages in order to* take 
'action there and then,

4. ‘To put in more funds and to improve the business, and
5. To'dee to the needs of the members and to do every

,thing within their power for the welfare of the 
society.

The present'activities of the society consist of: ■
1. Distribution of consumer' goods,
2. Sales of agricultural produce,
3. Distribution of manure, agricultural equipments 

And insecticides to ..members, and
4. Granting of loans to members.

Loans granted to members up to'29.2^68 Were as follow's:—
Ploughing loans : Rs 15,712.50 ,  ̂ .jo;
Seed Paddy loans ” 6,131.20
Insecticides loans ■ 1,125.00
Manure loans ' 5,79(>ii30
Transplanting loans  ̂ 1,480.50
Harvesting loans i' 4,312.50

Total: Rs 34,522.00
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INSPECTIOIT NOTE; NO. 3

GAL OYA UNIT 8 MULTI-PURPOSE igO^-OPERATIVE SOCIETY« LIMITED

This society was formerly registered as a G-eneral Sei*vices 
Co-operative Society, Limited, on 19.5.53. The area of operation 
of the society was limited to Colony Unit No. 8, where 140 families 
lived in the settlements. The members of this society had very 
little knowledge of co-operative principles and practices required 
to run a co-operative society* In consequence a few members of 
the Gal Oya Development Board such as Colonisation Officers and 
Village Officers were nominated to the Committee of Management 
of the Society. Later the member gradually gained the required 
knowledge and the entire management of the society was taken over 
in their hands in I960.

In 1961 this society was converted into a Multi-purpose 
Co-operative Society, Limited. Progress of society is given below:

Year Membership
1952 56 140 Rs 4,600.00

56 - 58 14^ - II 8,900,00
58 - 61 147 12,510,00

 ̂ 61 - 63 147 f f 13,720,00
65 - 67 .147 It 13,955.00

52 56
Business Turnover 
Rs 529,519.00 Rs

Profit
10,744.00

56 - ■58 *' 372,034.00 \\ 7,390.00
58 61 " 1,157,609.00 11 25,767.00
61 - 63 507,509.00 t t 39,061.00
63 - 65 ” 1,-086,742.00 tt 16,468.00
65 - 66 » 888,597.00 II 21,218.00
66 - 67 '• 700,141.00 9,599.00

At the time of the visit the activities of the Society fall 
into the following categories:

1. • Consumer requirenlents,
2, Agricultural Marketing and Supply,
3, Granting of Agricultural Credit, and
4. Transport services.
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Gonsumer Section;
The society served 1,135 consumers. Its annual turnover 

reached an amount of approximately Rs 168,139«00. The society 
attempts to serve consumers with all their requirements.
Agricultural Marketing:

The society had bought agricultural products to the value 
of Rs 5 0 2,940/- for the current year, 1967, and had supplied 
fertilizer requirements to the value of Rs 29,062/-,
Agricultural Credit;

During the period, 1.-7.56 - 30,9.67, the society had granted 
loans to its members amounting Rs 124,750/-, out of which the society 
has recovered Rs 98,597/-. It is worthy to note that this loan fund 
was derived from the society’s owned capital.
Transport Services;

The society owned one lorry bought from its own capital.
This lorry does the transport of goods in coming and out going of 
the society.

below;
The Balance Sheet of the society as at 30,9.67 is given

Liabilities Assets
Share Capital Rs 13,955.05 Fixed assets Rs 1 9 ,119 .93

Reserve JHind " 32,870.00 Investments II 19,946.05
Divisible Profit ” 87,977.09 Current Assets 50,661.84
Share Transfer Other Assets II 3,846.94
Funds " 702.11 Liquids Assets II 76,255.96
Staff Security 
Members* Deposit 
Current Liabilities 
Other Liabilities

5,224.65 
181.45 

•" 13,128.07 
« 754.75

Prepaid Expenses II 532.60

Total: Rs 170,363.32 Total; Rs 170,363.32



(7) IVIULTI-PURPOSE CO-OPERA.TIVE DEVELOBffiNT 
 - GHIIAW DISTRICT ~ __________

IM'SPECTIQN NOTE; NO. 1 

■UTHURU PITIGAL KOMLE M.P.C.S« UNION, LIMITED' ..

This Union was formerly.registered under the Co-operative 
Ordinance on 23.2,45, as a Stores Union. Fifteen years later it 
was converted into a Multi-purpose Co-operative Societies Union.
The Union has been currently engaged mainly in the consumer 
activities, catering to the needs of member-societies,^ It also ' 
served the private traders in the area in purchasing for them 
their requirements in the way of rationed goods and their, other 
essentials. At the time of the visit this Union served 35 member- 
societies and 69 private traders. The Union had 3 wholesale units 
'̂ nd 14 retails depots. It also operated Textile and Hardware 
departments. The number of the ration books attached to this 
Upion totalled 105,025.

* The administration.,of the Union was in the hands of ah 
elected Committee, The President was the Chief Executive, The 
overall supervision was entrusted^to a Manager who was supported 
by a team of assistants. An accountant with his own staff attended 
to the accounting section of the Union, The branches of the Union 
had their own Store keepers. The purchasing of goods was done by 
a purchasing officer under the direction of the Manager, The 
transport of goods was handled by the Union's own lorries.

The Union has followed the accounting system as laid down 
by the Department of Co-operative Development, A Department 
Officer who was attached to the Union acted as the Liaison Officer 
between the Department and the Union, The audit of the Union has 
been done yearly by the Department, Surprised, book checking has 
been made by the Liaison Officer,

The total purchases of the Union in 1966/67 amoimted to 
Rs 10,926,501,57 and the turnover for that same period totalled 
Rs 11,539,386,77.



KAKDANEGEDERA MULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED

The above society was originally registered as a Consumer •• 
Stores Society, Ltd« in February, 1943. But on 23.7.63 this 
Society was converted into a multi-purpose co-operative.

The area of operation of this Society according to By-lawa 
was confined to the village of Kandanegedera in the District of 
Karunegola, With the approval of the Assistant Commissioner this 
Society has been also operating in the Villages of Pathigodagedeva 
and Udawala.

Number of members attached to the Society at the time of 
the visit was 201 with 3,080 Rice Ration Books. With the inclusion 
of the above-mentioned extension of the area of operation it has 
been anticipated that a good niomber of new members will join the 
Society.

The total paid up capital of the Society was Rs 8,510.14. 
Y/ith the conversion into a Multi-purpose Co-operative Society, the 
value of each share has been increased to Rs 50/-, A share may be 
;'n-id in full on allotment or in instalments of Rs 2/50 each quarter 
of a 3̂ beginning in the quarter in which the member was admitted.

The Comraittee of Management has been properly constituted 
and functioned in accordance with the By-laws. Minutes of Meetins 
have been properly kept. The total niimber of employees was 12 
persons with a monthly expenditure on salary and wages amounting 
to Rs 1,150/-.

Activities carried out by the Society could be classified 
as follows:-

4

(a) Distribution of foodstuffs, textiles, hardware goods, 
fish, dried fish and vegetables, etc.,

(b) Purchasing of egge as an agent of the Marketing 
Department 5

(c) Milling of Paddy,
(d) Grinding of Curry Stuffs such as Chillies, etc.,
(e) Bakery and Tea Rooms,
(f) Purchasing of Paddy under the G.P.S.,
(g) Undertaking Labour Contracts, loading and xmloading 

of Paddy brought to G.P.S. Stores of the Area,
(h) Granting credit facilities under the Extended Rural 

Credit Scheme, and
M T i n ^ ’"taking Building Contracts,
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EJSPECTION Ĵ OTE; NO. 2



Under the Agricultural Section, the Society has also under > 
taken the following functions;

1, Granting of agricultural loans,
2b Distribution of. J'ertilizers and agro-chemcials, and
3. . Hiring of Tractors and other agricultural implements, 

such as spraying on easy terms#
Some of the functions mentioned above has been started onlj 

recently# It v/as noted that people around the area have been 
pleased to see that this Society has progressed immensely dviring 
the recent years. The M.C.L. approved for this Society by the 
A.G.C.D, for the current year 1967-68 was Rs 150,000/--. In respect 
of Extended Rural Credit the People’s Bank Kuliyapitiya Branch has 
approved an overdraft of Rs 18,200/-, For the purpose of attending; 
to btiilding contracts -undertaken by the Society an overdraft of 
Rs 25,000/--arlBo has been approved.

The Society has been running at a net profit for the past 
two years. Total Balance divisiable profits as at 1,3,67 amounted 
to Rs 16,306,08, But no plan for the distribution of dividends 

mentioned.

-  220 -



-  221 -

SPECIAL INSPECTION NOTE

IRIYU&OLIA GQ-QPBRATIVE CREDIT SOCIETY. UNLIMITED

The writer was introduced to visit this Society for purpos. 
of illustration. This Society was registered in September, 1927, 
with an area of operation in D,R,0.*s Division of Pannalu. Number 
of members attached to the Society totalled 189 with a total of 
paiti up share capital of Rs 8,581.48, reserve fund of Rs 11,946.86 
at the time of the visi-tr - . , . ,

During the last financial year, 162 loans amounting to 
Rs 57,150/- had been given to members at 6% ;rate of interest. The 
Society’s own funds have been utilized for purpose of granting 
loans and the Society was not indebted to outside financiers in 
this regard. The current amount of deposit at 4^ rate of interest 
received from members totalled Rs 44,202,46 and :from non-members, 
Rs 1,562.07. A nett profit amounting to Rs 711.37 for the last 
Financial Year was recorded.
Particulars of Loans Granted to members during the last Financial 
Year:

No. of Loans
- Purpose (6% interest) Amount

Agriculture 46 13,675.00
Purchase of Cattle 4 900.00
Trade 5 1,040,00
Purchase of Land 7 3,900.00
Cultivation 7 3,800.00
Erecting Buildings 39 17,135.00
Purchase of Carts 5 2,05Q.00
Medical Treatment 4 500.00
Other Unproductive Piirposes "31 8,215.00
Repayment of debts 7 4,100.00
Other purposes 7 1,835.00

Total: ,162 57,150.00^

^ It was noted that the repayment of loans by 
borrowing members has been satisfactory so 
far.



( 8 )  iWLTI-PUEPOSE CO-.OPERATIVE DEVELOPMENT 
~ KULiYAPiTm .:feaioN

INSPEGTt ON MOTE'; NO. 1 

SENDAIANKA PAMTHA .MULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED

This Society was first registered in December, 1940> v«ith 
its address at Gonawila, The area of operation was confined to 
the villages situated in Pitigal Korale West and Madapalatha West 
Karale in the District of Kuimiegala,

At the time of the visit the niimber of members attached 
to the Society was roughly about 6,000, In this area there v/ere 
several single purpose societies in existences. With the intiro- 
duction of the Multi-purpose Societies Scheme, the original 
Coconut Production and Sales Society was converted into a Multi
purpose Society, Gradually the other single purpose societies, 
such as Sandalanka Co-operative Hospital Society, etc, were also 
amalgamated>with the newly converted M.P.C.S, with a total paid 
up Share Capital amoimting to Rs 175,904/-.

The nvimber of Rice Ration Books attached to the Society 
was 29,480,

The Managing: Committee consisted of 30 members with a 
President and Vice-Preeident, Generally, meetings of the Committee 
have been held once a month, and the average attendance good, A 
travelling allowance of Rs 5/- has been paid to each Committee 
member for^attending Commdttee Meetings, The present General 
Manager of'this Society was a former graduate of Ceylon University, 
who has served the Society for over 14 years. He has been found 
efficient and trustworthy and enjoyed the respect and confidence 
of the members.

The activities carried out by the Society were as follows;
(1) Coconut (Production and Sales) purchasing from

membersj
(a) Production of Desiccoated Coconut,
(b) Production of coconut oil,
(c) Purchase and sale of coconuts, and -
(d) Production and sale of copra and other 

by-products.
(2) Co-operative Hospital - Welfare and Social Services, 
(5) Consumer Sectioia,
(4) Purchase and Sale of textiles,
(5) Weaving, printing and sale of textiles,
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(6) Pui'chasing, sawing and sale of timber,
(7) Distribution of Petroleum products,
(8) Production of fibre, and
(9) Printing Department.

Coconut Production and Sales;
Holding in acres Membership
10 acres and below - 1,638
11 to 50 acres - • 234
Over 50 acres - 29
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1,901

Coconut Sales can be classified as follows;
Particulars; Amoimt
1. Desiccated Coconut - Rs 1,487»448,30
2. Oil - " 1,043,169.64
3. Fresh Nuts - ,42,249.79  ̂ ^
4. Others including by-products - " 384,562,41
5. Poonae - " 177,780.75
This Society has given advances to members for the coconuts 

which have been handed over by them. This was one of the main 
services-^ rendered by this Society to its members. By way of 
interest’on advances alone this Society has earned Rs 52,349.79 
for th^ current year.
Co-operative Hospital;

No, of indoor .patients treated during a year - 4,210
No, of outdoor patients - 20,136
Average daily attendance - 60
No, of patients treated free of charge 103
Cost of free treatment - Rs 513
No* of beds - 66
No, of rooms - 37
The Society received a Government Grant of Rs 15,000/- 

for the year 1966, But for the year 1967 this was reduced to 
Rs 2,837.05. The Hospital Section has incurred a loss of 
Rs 30,55&.61 for the year 1967.
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Consumer Section;
The Society managed two wholesale depots and 27 retail 

depots for the distribution of foodstuffs, textiles and other 
goods. This Society held an agency for the distribution of 
Petroleum Products, Purchasing, sawing and sale of timber has 
also been done. There was a separate Printing Department and 
also a grinding machine, A total of 29,480 ration books were 
attached to the Sociisty at the time of the visit, •
Weaving of Textiles;

There were 5 power-looms and 12 hand-looms operated by 
the Society with 60 employees. Apart from the above, there were 
about 560 textile weavers who purchased yams from the Society 
and attended to weaving with the help of hand-looms at their 
homes.
Cinema Hall; •

The Society has owned a Cinema Hall equipped with all 
modem facilities. It can accommodate about 700 customers.
Eight employees have been attached to this section. Earlier 
this section was a good source of income to the Society, but for 
the year 1967 a nett loss of Rs 732/67 has been incurred mainly 
due to management failures.
Vehicles;

The Society owned 7 lorries, 3 tractors v/ith trailers, 
one car and a jeep for various transport purposes.
Agricultural Section;

The Society distributed fertilizers to members at sub
sidised rates. Agricultural loans have been granted under the 
new scheme to members of the Society.

P0ll0TC"3 Trade Profits have been recorded for the past 
year (1967):

Desiccated Coconut 
Oil
Saw Mill 
Charcoal
Fibre baling machine 
Edible Nuts

Other Incomes have been

Rs 115‘,156.62 
" 18,651.41

6,482,38 
6,817.80 
1,668,03 
4,450.10

!t 153,226,34
79,999.17

However, total losses incurred on 6 branches have been 
amo\mted to Rs 52,752,09 for the current year. At the same time 
income from other branches totalled Rs 73,188.95,



Accounts;
AccoiHits have been kept up to date, i'inancial Year ends 

on 51st of December. Accounts have been audited for the period 
ending 31st December, 1966, but no Report has been submitted at 
the time of the visit. This auditing is being done by private 
Auditors which practice was considered exceptional in Ceylon,
M.C.l.;

The approved M.C.L. for the current year amounted to 
Rs 2,500,000/-. In addition there was an overdraft of Rs 600,000/' 
approved by the People's Bank (I'oreign Branch) for necessary 
financing purposes.
Employees;

Employment has been given to about 650 employees. This 
is perhaps one of the largest primary M.P.C.S, in Ceylon which 
has also been operating successfully in its various fimctions.
The employees have joined the employee's Provident Fund as 
additional benefits.
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CHAPTER VI

SOME aBSERVATIONS AUI) RECQMJCTDATIOWS

The co-operatives novement was introduced to Ceylon in 1912, It 
has a history of over half a century. There is no doubt that the movement 
has taken root in the country, judged by the number of societies, size of 
membership and the volume of business turnover and financial assets, etc.
The movement has been promoted vigorously by the government. Improvements 
have been made from time to time while innovations have been encouraged.
One significance has been the launching of the multi-purpose pattern of 
co-operatives which has been especially tailored to meet the complex 
demands of the peasants in rural areas, Tt is proper to say that the 
usefulness of the movement in national development would largely depend 
upon the success of'this type of co-operatives in their contribution to 
the social and economic rehabilitation and reconstruction of the country.

This present report is the result of a brief survey carried out 
within a very short period of time and in a limited area of the country 
on the state of development of the multi-purpose co-operatives there.
It is hoped that this prelimineiry survey would lead to a more thorough 
study of the movement not only in Ceylon but also in other countries in 
Southeast Asia, with a view to presenting a comparative and comprehensive 
study on this important aspect of co-operative development in this region.

The credit society, the agricultixral production and sales society 
and the stores society have been the three principal types of co-operatives 
in the co-operative history of Ceylon. 'They have been all meant mainly 
to furnish to the peasant some relief from the monopolistic lender, buyer 
and supplier, who traditionally have been serving the people in the rural 
areas. The fact that how successful have the oo-operatives been in 
extricating the peasant from his difficulties is not easy to ascertain^ri, 
but the existence of the co-operatives does give an impetus to the 
peasants to learn to manage collectively their own economic affairs, and 
also does provide a check to the unscrupulous trade practices which have 
been persistently carried on by the above-mentioned providers or traders 
in rural areas. There is no doubt that the conversion since 1957 of most 
of these societies into multi-ptirpose co-operatives and the formation of 
new ones of the same pattern have been giving a more practical and 
realistic approach to the solution of the above-mentioned difficulties 
facing the peasants.

However, it should be remembered that for the purpose of undertaking 
multi-purpose ecDonomic activities, feasibility studies should be carefully 
made. Business management of co-operatives should be greatly improved 
in its efficiency, while new approaches to operational policies and better 
accounting and auditing systems should be introduced. Government support 
of co-operative movement at this stage of development is still vital, but 
more thorough co-ordination of efforts and more effective assistance 
should be desirable. Also, the growth of an independent co-operative 
movement should always be aimed at whenever state aid is given or 
contemplated.
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11though the administration of co-operative development remains 
the reponsibility of the Department of co-operative Development which is 
one of the biggest departments of the' National Government as far as the 
number of civil servants employed is concerned, yet there are over half 
a dozen other departments as well as statutory bodies which have direct 
dealings with the functioning of the co-operatives, How to avoid over
lapping andi duplicating of adiainistrative powers and processes with 
regard to co-operative development should be a matter of great concern.
Some of these departments visited by the writer have been described in 
brief accounts with regard to their functions, while others, such as 
DjBpartment of Fisheries and Fisheries Corporation, Dtepartment of Pood 
Commission as well as Textile Cotpor at ion, Petroleum Cbrporation, Cement 
Corporation, etc, have been left out here in this survey report, 
presumably their relationship with the M.P.C„S, has been more of the 
nature purely of business customers in limited scales. Nevertheless, it 
should be the duty of the Department of Co-operative Development to see 
that all these organizations w o r k ^  together in a harmonious way
beneficial to the development of the national economy through the 
effective operation of the co-operatives.

The government agent in various districts has been acting as 
co-ordinator for co-operative development, carrying the title of Dbputy 
Commissioner of Co-operative Development, Perhaps there is the need to 
have a Central Council comprising the heads of topartments and statutory 
bodies mentioned above to co-ordinate at the highest level for the better 
performance of national programs dealing with a movement so widely spread 
down to the grass roots at the village level of the country.

She secondment of senior co-operative officers of the admini
stration to head tho management of unions and co-operative officers of 
lower rank to serve the M.P.C.S., which have shown weakness or lost ^  
support their members and suffered from financial losses, is a
problem which should be studied thoroughly. In principle this paaotioo 
should! not be encouraged. Civil servants, being of their special status, 
should not be assigned this extra bvirden to take charge of the routine 
business operation of societies, k co-operative society is a business 
concern which involves economic risk and uncertainty, M. civil servant 
should not bo entrusted with this responsibility of exposing himself in 
a situation of profit or loss in business activities of this nature or 
•wested with the power to carry on this task beyond his normal duty as 
a civil servant.

In Cteylon it has been an established practice by the Co-operative 
Development Department to classify co-operative societies into - A.E.C.D, - 
four groups based on the evaluation of standards of performances of 
societies* business affairs. According to an article written b y ’-Ibi K, F, 
Ranjit, entitled "Hole of Co-operatives in National Development in Ceylon", 

f appeared in "Samuparaya" March 1966, it was stated that after 10 years 
} of the promotion of the new system of multi-purpose co-operatives, there 
was evidence, judged by the grading of the societies, to show that the 

\new'attempt has failed to live up to its expectations. Ilhis verdict 
Was al'so .confirmed as mentioned elsewhere in this report by the 

I Commissioner of Co-operative Development in his Annual Administrative 
I Report, 1962-3. However, it should be pointed out that co-operatives 
of the old pattern did not succeed more than the ones of the new type.
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Also, it was acknowledged that the co-operatives, in order to function 
adequately and successfully, must ha3ca_ia cover the total needs of the 
peasants as producers as well as consumers, Hb cater for this demand, 
multi-purpose co-operative services should be the more viable answer, 
as these services could possibly be rendered more efficiently and 
effectively through this type of societies.



Historically as related earlier, the co-operative movement in 
Ceylon has been developed along the following liness-

1) Before the conversion scheme was introduced in 1957j there 
were two types of co-operatives ©xlisting side by side, viz, consumers 
stores societies and the co-operative agricultural production and sales 
societies, both of which were vigorously promoted during the war period 
and immediately after it. However, at the earlier stage, the co~operativo. 
set up during the Colonial Period were predominantly credit societies 
which prevailed in rural areas with certain number of them also existing 
in urban towns,

2) With conversion movement set in, many of the old types of 
co-operatives \inderwent a process of transformation. The conversion was 
mainly dealt with as a legal process of re-registration and the amendment 
of the related by-laws. To many societies the conversion was merely to 
meet the requirement of the law or to follow the trend of development of 
the day. In most cases; it did not mean that this transformation was to 
bring efficiency and success to the societies concerned. Some societies 
changed in name only, while, of coxarse, many others did expand their 
functions in order to cater for the needs of the members and therefore 
turn themselves into multi-purpose. Furthermore, many newly established 
societies have gone to multi-purpose and registered as such. As matter 
of fact, the co-operative agricultural production and sales society is
by itself a multi-purpose co-operative in nature, as more than one 
'function was performed by the society for its members, Hbwever, after 
examining the records of certain multi-purpose co-operative societies, 
it is not difficult to find that in many cases the meaning of conversion 
was meant simply by adding to the societies some other unnecessary or 
irrelevant functions without much considerntion of the usefulness of these 
functions to the societies or their members.

Nevertheless, at the present stage of co-operative development in 
Ceylon as elsewhere in developing countries the case in favour of the 
M,P,C,S, scheme is evident. It was noted that the co-operatives nt 
village level inevitably suffer from a lack of rdsquate leadership rnd 
suitable staff to run the business efficiently. To have a number of 
single purpose co-op3rative societies operating in a given p.rea or 
village naturally led to a state of compartmentalism of business activitiofj 
directed to serve the same persons living in the same area. This could 
result not only in overlapping the area of business operation but also in 
a rathor heavy strain on the members who may belong to various societies 
and the small number of persons available in the villages possibly to 
serve on the management committees caused by double membership. The 
formation of multi-purpose societies on the basis of village or a group 
of villages performing all kinds of services required by the member - 
villagers would solve the above - mentioned difficulties once and for all. 
In the context of the rural sector in developing countries, the multi
purpose co-operative system should have greater advantage by consolidatixig. 
The efforts of individual members in one society and economizing the 
services of the scarce management talent available in the area.

The lack of suitable staff to man the management of the simple- 
purpose societies has been partly also due to the fact that the small 
scale societies could not afford to employ personnel of suitable 
qualification and ability. The multi-pxarpose co-operatives, being
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operating on larger scales of business with sectional functions, naturally 
command a larger volume of business turnover with resultant biggor returns 
which would enable the society to support suitable and qualified staff to 
run itf? affairs. The problem is how to establish functional departments 
working side by side within a multi-purpose society of economic size as 
an integrated whole, without jeopardizing each other functions. Proper 
accounting systems should be established in such a way as to gear each 
department to its top efficiency and effective management with rocognizaljle 
individual identity and merit.

As the responsibilities of the M.P.C.S. became greater and more 
complicated, it may be necessary, for separate functional unions of these 
M.P.CoS. to be formed, each for a separate purpose at the secondary or 
tertiary levels. In Ceylon because of the easy accessibility provided 
by the comparatively good transport system and infrastruo*ure facilities, 
perhaps it is advisable to reduce tho three-tier system - village primary 
sociotiffis, district secondary unions and national apex federations - into 
one of 2 levels by making village M.P.C.S. societies as branches depots, 
M.P.C.S. unions as unit societies with the specialized functional '
federations as apex organizations.

There is a significant feature in almost all the multi-purpose 
co-operatives and their unions and that is the non-observance of tho 
principle and practice of the distribution of dividends. Most societies 
adopted the policy of accumulation of any surplus as reserves for givon 
purposes, such as building construction, or just as ordinary reserves, 
thus building up the working capital of the society. In the long-run, 
it is advisable to look into this dividend distribution practice as one 
method of proper management of a co-opv3rative organization and as an 
inducement measure for rewarding the participants of the movement. Above

i
all, a propyr and workable plan must be formulated for a multi-purpose 
co-operative as to how to reasonably distribute its surplus to the ,

different users of the soi'vices of the co-operativc functions. The ‘
‘problem now facing the movement is the lack of a workable formula for 
^uch a distribution;. In order to achieve this the different df'partments |
or sections of tho organization must keep independent accounts and the 
upon profit and loss account of each d.jpa.rtment could be recorded. This 
would not only facilitate the f ormulation of a reasonpble dividend distrib;i- 
ticnprogram but also offer a basis for assessment of the management efficijncy 
of th3 departments, and the soci)ty as a whole. So it is clear that problems 
concerning the distribution of net profit of tho M.P,C,S, among its various 
sections and ultimately individual members should be tackl )d in order to 
formulate a satisfactory solution. i

Generally speaking, it is a complicated task to formulate an 
elaborate system of dividend distribution for M,P.C,S, In any case, the 
following accounts have to bo taken into considerations-

(1) dividend on share capital,

(2) Bonus to employees,

(3 ) Rebates to members in accordance ■'-rith their patronage by sections, 
(Sectional accounts should therefore be kept up to date, — this
is tho most difficult and expensive part of ths whole issue.)
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(4) Reserve funds to be contributed to various purposes in sccordanc^ 
with the By-laws and resolutions of the .general meeting, ( R o -  

bates to non-membar patronage should go to the Raservo Fundo )
For many societies it was difficult to establish sectional aocounto 

and calculate the sharo by each section of the ov ;rhead expenses of the 
MoP.CoSo, in ordor to arrive at an accurrto amount of the net profit 
available for distribution. The only way out therefore has been to transfjr 
the not profit, if any? to the ordinary Reserve Fund or special Reserve Funr 
of the society. It is to be suggested that the time is opportune now based 
on the experiencG of the past ten years since the inauguration of the 
M.PoC.S, scheme that a compi’ehensive accounting system should be drawn up as 
a model for the M.P.C.S, and their unions.

The early Coyl'^nese cooperative movement as initiated under the 
British rule was primarily intended for snd direct ad to the r ̂ lief of 
financial difficulties of the smallmon especially pea.sp.nts in the rural areas: 
The outcome of this conviction leads to the praf 'rence of creation of cr ;dit 
societies. This objective, no matter how noble it may se?m to be had ?chie- 
ved v.iry little in any aspect of rural rehabilitation of the country. 
According to record, despite 50 years of existence, credit cooperatives had 
made little headway in providing credit to the rurel sector, nor in 
mobilizing savings from it. According to 1957 data, over 90^ of rur^l 
debts were from non-institutional sources or private money lenders;, and 
only 7.8^. of total rural debts had been taken from the Government, co
operatives and commercial banks, with cooperatives account ed for only 4ol/^ 
of the total. It was also recorded that there were large ovjrdues under the 
Government schemes of lending to cooperatives for purposes connected vrith 
paddy cultivation.

The sources of financiaJ assistance in the foDm of granting credit 
to the cooT)3retives have been varied, but to some extent confused. The 
proper channel therefore should be directed to the People's Bank as the 
sole agency for offoring credit facilities to coop3r?tives in order to 
achieve a more effective and bett'r control of the management of one of 
important functions of the whole movement.

Generally spegdcingj many M.P.C.S, and their unions have done good 
work in respinse to the Government's call for the implementation of euljlic 
policies relating to Agricultural Production Program, Guara.ntsed - Piice 
Scheme, The Food Rationing .'l̂ ôject, and the Expanded Credit Scheme, etc.
These measures, of course, also have contributed much to the success of 
business operations of many M.P.C.S. As matter of fact, some of the 
societies have been developed along the line of ov-?r-dopenden(fce on the 
existance of the above-mentioned measures for their principal source of 
income without which their ultimate survival would be seriously s’''fected.
This situation presents a vivid picture reminding the promoters as well as 
administractors of cooperative movement for a thorough study of the problem. 
There has been a school of thought that if the M.P.C.S, were not pre
occupied with the G.P.So agency, much more could be done by them to step 
up food production or processing and marketing as well as to follow up the 
activities of their members in rjgard to the utilization of credit facilities 
given to them. How far this could go would depend lar'^ely upon the better 
consolidation and managoment of the societies concerned and the response 
of the members.

- 230 -



Multi-purpose societies at the village level, are meant to cater as 
far as possible and feasible for the divergent needs of villagers whp are 
regarded both in the capacity of producers as well as consumers.

Unions of multi-purpose co-operative societies axe the secondary or 
district level organizations. They are in a better position to operate 
their business functions with the advantages of the economy of scale. In 
fact, they serve their primary member-sooioties in tho capacity of a type 
of organization as the C.W.So ?nd may well go into manufacturing processing 
of primary products for supply to the local markets. These Unions, would 
bo better off, if they could also deal direct with producers’ co-oporativo 
unions, such as the Union of C.A.Po & S, societies, the Ceylon Coconut 
Producers Societies Union, the Textile Co-operatives Union, etc. The 
reason was many secondary federations have been organized along the line 
of specialization, based on single-purpose functions dealing with a single 
products only. They are therefore functional organizations which process 
and handle the products for delivery to M.P,C.S. or their Unions,

Tcstiary co-operative organizations may also be better in the 
field of specialization either in marketing, processing or distribution 
in full accordance with tho nature of the products. Therefore they should 
be single-purpose only if the scale of operation warrants this set-up for 
better services and cheaper costs.

It is evident that the M,P.C,S. could have a very significant role 
to play in agricultural and industrial fields, with special reference to 
the peasant sector and small industries. The M.P,C,S. should also be the 
best medium for agricultural and industrial extension services. They 
could be the best agency for land reform, rural resettlement and agri- 
cultiaral mechanization. Also, these societies should be able to assist 
the small-holders of principal export crops, such as tea, rubber and 
coconut, by way of collective supply of credit, and pooling of their 
marketing requirements, etc.

In order to enable the M,P,C„S. to serve useful piorposes they must 
properly organized and strengthened, with a view to making them strong 
units large enough to be economically viable. They should be re-inforced 
and consolidated at the higher levels by unification into unions and 
national apex organizations, all streamlining effectively through better 
co-ordination and collaboration. As an illustration, small village 
M.P.GoS. could better be made a branch or depot of unions or larger 
societies under a merger scheme, while unions or large societies should 
set up their business functioning points to serve their members. Internal 1 
organizational set-up should be reflective to the needs of the members 
while the operation cost should be kept to the lowest limit with high 
efficiency and productivity.

To the small scale industrialists, such as weavers, carpenters, 
etc., M,P.C,So could also serve useful purpose just as much as to the 
peasants and smallholders. These Industrial M,P,C,S, could also perform 
the following multi-purpose functionss

(l) Collective supply of raw materials to cut down production 
cost,
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(2 ) Joint action to guara.nt-^e standards of quality and to arranjo 
regular markoting outlets,

(3) Joint adoption end utilization of modern techniquss and mechin- 
ary,

(4) Establishra ;,nt of contacts for mutual bsnefit botwoen producsr
ond consura?r,

(5) Collectivo GUp ly of credit facilities,

(6) ProcGssing of the raw raatsrial for th.̂  sm^ll industrialists 
and provision of co^imon workshop facilities.
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It is interesting to note that sinco tha introduction of the 
multi-purpose co-operative scheme in 1957? the c:>nv9rsion processes of 
existing societies into multi-purpose ones have been carriod out in a 
variety of wayss l) there was the almagamation of stores societios with 
Agricultural Production and sales societies’ 2) thera was the Convarsion 
of a singlo purpose society into a multi-purpose co-opera.tive with gxpansion 
'of business functions? 3 ) there were societies solitting each on^ of them 
into more than one multi-purpose co-operatives operating in the sa,me and 
original areaf 4 ) there were mergera-of two or more societies of similar 
or di#T«^f3iTt nature into multi-purpose co-operatives by conversion?
5 ) there vrere others liquidated themselves and joined other stronger 
multi-piirpose societies. These different types and processes of conversion 
naturally involve complications with regard to the changOrOf tho areas of 
operation, the trrnsfor of assets and liabilities and personnel omploynent 
arrangement; etc. Evidently, there ^rero societies which were converted int^ 
multi-purpose co-op.^ratives in name in order to conform to the law of 
the time by carrying on the same kind Df tr?de without changing their 
nature and content. Still there were others which operated in the same 
area with one conv ’̂rted into multi-purpose co-operative and the other 
remained unchanged, therefore, competing against each other. By ?nd large, 
the most difficult problem of conversion has been the transfer of assets 
and the distribution of reserves ?nd surpluses. The area of operation 
also posed a problem pending satisfactory solution. It is evidant thet in 
many cases the processes of conversion have not boen satisfactorily 
completed after ten years of jperrtion of this particular multi-purpose 
co-coperative scheme,

"One M.P.CoS. for each villa-je" ides has not b >en in faot totally 
workable. This practice has caused weakness in many areps where we could 
s'ie the broken down of many small and inefficient M.P.C.S, throughout 
the country. The reorganization as mentioned earlier would be in the direc
tion of setting up larg-^r units of M.P.C.S. with their branches or 
depots serving the villages.

In practice certain M,P,C.S, were formed from a combination of 
diff erent kinds of single-purpose co-operatives existin'^ in a village ^r 
an area. Those single-purpose soci3tiea may be a village co-operative 
credi.t^ society, a store society an a,gricultural production and spIos so
ciety or a labour sociatv, etc. When the multi-puro3se co-operative drive 
was on the way those sooioties were urged to merge themselves together pnd 
be convertod into a multi-puipose society conducting exactly the various 
original fimctiona for the service of village members. A case in hand was 
the formation of the Uva Kandana Multi-purpose Co-operative Society Ltd. 
in the District of Badulla. Though this particular small society w~s rather 
weaJc and suffered losses in3?eioent years, it was nevertheless a general 
pattern of process of transformation of older tvpes of societies into 
M.P.C.S. in many parts of the country.

Another pattern of functions as performed by the Amunrdowa M.P.C.S,, 
which was converted from A.P. and S.S., has been as follows;

(1) Granting Agricultural loans to members for cultivating paddy, 
vegetable and potatoes, etc,,

(2) Marketing paddy through the Guaranted Price Scheme, potatoes 
through the G.P.S, and in fra® market-, vegetables through the 
agricultural producers* co-operatives union,
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(3) Supplying agriculturpi implv^ments, f9rtilizers and seed 
materip.ls, for production ourpos^sj

(4) Supplying ric3j curry stuffs, textiles and sundry gjods for 
consumption,

(5) Undertaking Labour Contract work with Government for 
construction and repairing of buildings,

(6 ) Op orating rural banking business as a branch of tha People's 
Bank,

(7) Operating a model farm on a 10 acre land leased from the 
Government for producing potatoes, cabbage, etc. for 
demonstration purposes,

Howerer, in certain districts; such as Batticaloca, there were 
societies which have been converted into M.P.C.S, without performing 
multi-purpose functions^ Out of the II8 multi-purposs societies, as 
reported in early 1968, 107 sociTties were engaged in both agricultural 
and consumer activiti .-■s, six societies engaged in consumer activities 
only and four societies in agricultural functions. Whereas out of a 
total of 459 societies at the and of March; 1968 in Batticaloa, only II8 
were primary multi-purpose societies and four MoP.C.S. unions. The 
majority ->f them, therefore;, were societies performing single functions 
or functions undertaken under the old pattern, such rs C.AaP. and S. 
societies, etc.

It is evident that in some districts the transformati:m has been 
far from being comoletod and ma,ny societies remained intact as before.

Another illustration could be quoted with regard to the conversion 
process and problems, and that is the Jaffna examples Jaffna District 
is known as the birth-plcC ': of the co-operative movement in Ceylon, There 
were numerous credit societies, stores societies as well as a^iculturrl 
production end s?les societies, a?id a provincal co-operative bank in 
existence before the introduction of the MoP.C.S, scheme into this area.
The District A,gricultural Production and Sales Societies Union is an 
organization of functional character while the M,P,C»S, union performs 
more or less co-oporative wholesale sooiety services on regional basis.
In fact both tjrpes of these societies and unions have boen of multi-purpose 
in natiire,

During the period of transforraationj many of the credit societies 
have surviv.-^d without being converted into M.P,C.S, The result was 
that those cP3dit societies either became inactive or offered credit 
services duplicating the work of the M„P,C,S, in their respective areas 
of operr tion. The reason hindering the conversion was mainly due to the 
difficulty of disposal of the property pssets of old societies which would 
have to undergo changes in area of operrtion as well as functions.
Another reason perhaps was the prejudice andcritertia of the old societies 
resisting the transformation. The same wes true in the case of conversion 
of the fgricultural production and sales societies into M.P.C.S. The 
transfjrmation with regard to multi-purpose functions -nd the different 
areas of operation has posed complicated problems which have not been 
satisfactorily resolved during the past ten years. Careful studv of .4ach 
case should be undertaken in order to formulate workable plans for re- 
organiza,tion to the satisfaction of members concerned.
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Because of tha conversion, many agrioult-urEl production and sfles 
societies lisve beon splitted into multi-purposa co-op3rative gocieti^s 
located in one villa,<?3 or a group of villages eech with rostrict;^d area 
of operation smaller than that before the split. One example may be 
cited here and that is the Kadawa Korale Agricultural Production and 
Sales Society, Ltd,, which had served about 90 villages under the jld 
scheme. This society aventually was dissolvcfd and splitted into 16 inde
pendent multi-purpose co-operativas after the introduction of the new 
soheme in 1957. Consequently, besides thero was a problem of the division 
and distribution of the ,?ssets of the old society, those small scfle 
multi-purpose co-operative soci sties also found themselves put in a difficult 
position to function efficiently or to survive economioallv. The o n l v  

way out could have to return to a msr,<jer schem© worked out on the basis 
of branch depot approach as mentioned elsewhere in order to solve the 
problem. Above all, one villa,i?o one M.P.C.S. idea should not be m-?de a 
general rule.

In a point of fact ??11 co-operative agrioultural production and 
sales societies in Ceylon have been and still pre multi-purposo co
operatives with emphasis >n hending the supnly of production matorisls 
together with financing and marketing activities. (>f those co-operativ?
agricultural production and sales societies which have been converted 
since after 1957» the old functions largely have been maintained or 
strengthened with perhaps certain additions of business sections, such 
as consumer section, rviral banking, etc.

On the ,other hand, if co-opsrativa stores societies of crodit 
co-operatives were converted into M,P.C,S., then the process would go 
for development of production functions such as menti:>nod earlier.

As mentiDned earlier, with.regard to the conversion of co-operatives 
of the old types into multi-puriDose ones, difficult problems oooiarred in 
many instances in the transfer of assets end liabilities the introduction 
of various functions as well as the definition of area of ope^etion*• In 
many cases these seemed to havo been solved at present o n  "as-a-mattor-or- 
fact" principle plong the line-s of convenience and expediency. Whether 
that the solutions were agreeable and reasonable has been a matter of 
trial and error. In this connection, the co-operative officors in the 
field might ha.ve exercised som<?, sort of arbitrary powers in order to affect 
a more or lec;s mutually acceptable solution,

>
With divergent and different interests of tho people in certain 

areas, M.P.C.S, type of co-operative organization may not be workable.
But with rijral districts of homogenious interests and moro or less of 
similar stages of..social and economic development, M.P.C.S, schome, given ; 
efficient management and optimum sliould be possible to work out sucessfull^ 
and happily to all concerned, ospocially in the d e v e l o p i n g  countries 
size of operation,

A case of a large scale M.P.C.S. may be mentioned here. Jt 
refers to the Udapalatha Co-operative Agricultural Production and 
Sales Society Ltd., - Badulla District - under the so-called Link-up 
System, This, spciety wes converted into a M.P.C.S. but retained its 
original name for good-will purpose as it wrs reported. This is another 
form of incomplete transformation which would affect the society’s legal 
status and cause business complications. In any case, this particular 
society operates numerous business functions which are nseful to the
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members and rtiral people. These functions are s
I ^

(1) Vfegetable marketing,
(2) Transport service,
(3 ) Betail Shops,

! (4) Curry Stuff grinding,
(5 ) Purchase of produce under the G.P.S.,

; (6) Cigaratte Tobacco Curing,
(7 ) Rice milling,
(8) Manure wholesaling and retailing,
(9) Railway out-station agency,

(10) Petroleum Agency, and
(11) Rxjral Bank and Agricultural Credit, etc.

Unfortunately, this society was reported to have suffered an 
accumulated loss of over Rs. 70,000 during the past years of trans
formation. It is evident that the varied and diversified functions 
have made the affairs of the society unmanageable under the present 
system of operational practice. This is a sign of warning, that the 
development of M.P.C.S, should take into consideration the functions 
to be involved as well as the efficiency of the management. Especially, 
the latter is of prime ̂ Sp^^^tance^’o the co-operative movement in Ceylon 
today.

Successful M.P.C.S. unions located in strategic points of good 
communication should be made as parent organizations by subjugating the 
weaker local village M.P.C.S, as branches in order to improve the 
operation efficiency as well as to obtain the benefit of scale. This 
merger scheme would involve certain steps to be taken in the administra
tive reorganization of these co-operatives. However, it would be an 
inevitable and useful development for the movement as a whole.

For the effective development of the co-operative movement in 
Csylon, ono important aspect should be given special attention. This 
refers to the development of co-operative organizations and activities 
in the areas along the tanks or under the colonization schemes, where 
favoiirably conditions are generally present for co-operative development. 
Specialty production areas, such as horticultural products producing areas. 
(The production of fruits, onions, plantains, chillies, potatoes, etc, 
for markets), should also be treated as places favotirabla to the healthy 
development of useful co-operatives to serve the producers.

There is another point which concerns itself with the management 
aspect of the multi-purpose co-operatives and that is the non-xaniformity 
of the financial year of the societies. Throughout the country this 
practice presents many difficulties and inconveniences in the supervision 
and administration of the movement. It is strongly urged that a unified 
system and standard period of financial year should be established by 
the Co-operative Deyelopmont Department for the whole movement and it 
would be the best to conicide the financial year of all oo-oparatives 
with the fiscal year of the Government for the benefit of administrative 
purposes.
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With regard to the problem of auditing it appears that most 
societies could not have their books audited and obtain their auditor’s 
report in time to be presented to the Annual General Meeting of the 
societies, Gererally long delays oooiarred because of the time needed for 
the preparation of documents and statements of accounts by th3 societies 
and the time spent by the auditors in checking and verifying these 
documents. Perhaps it would be advisable here with reference to the 
auditing business that large scslo multi-pOTpose co-operatives and their 
unions should have their auditing done by the public or chartered accountants 
through usual channels as applied to corporations of the private sector. 
Smaller societies may submit their papers for auditing by their unions.
This change of auditing procedure may relieve the officers of the 
Co-operative Department- of performing this time dohsuming job, so that 
they could spend mors of their time supervising and assisting the business 
operations and development of the co-operative movement within the areas 
of their jurisdiction. Gopifes of auditing reports should be presented 
timely to the general meetings of societies and to the Co-operative , 
Development Department for rieoessary action-.

It is to be noted that the Northern Division of the Co-oporative 
Federation of Ceylon has plans to set up a special Audit Section to audit 
the accounts of unions and large societies, and also has offered Itinerant 
Book - Keepers Service to help societies keep proper and up-to-date 
accounts in order to prevent malpractices and frauds in co-operative sooiet- 
ies. This is a very useful service which could replace the auditing of 
accoxints by the officers of the Co-operative Development Department and 
avoid vinnecessary delays. If should be noted that time element is essential 
to maintain the validity of the certified statement of accounts of co
operative organizations as business concerns. As matter of fact, most , 
of the auditin/5 of societies had been done about 1̂  years behind the sche
dule. This situation should be corrected immediately. Generally, the 
auditing of societies*s accounts should be completed and certified within
3 months after the conclusion of the financial year. In order to achieve' 
this goal, the unions perhaps should have trained and qualified auditors 
to do auditing for the members societies. For example, the Union of 
Denuwara Co-^operative Stores ’ and Multi-purpose Co-operative Societies, 
at Pilimatawala, Kandy has got one accountant with 20 clerks working under 
him. Or the unions should approach the Co-operative Federation of Ceylon 
to provide this service in an efficient way. In any case, as mentioned 
earlier, big societies and large scalo unions should be allowed to have 
their books to be audited by public accountants or auditors instead of 
making use of the services of the officers of the Co-operative Development 
Department. The ideal practice would be for the unions to audit the books 
of member—societies, and the Co-operative Federation of Ceylon to audit 
the books of all unions in the country. Alternatively, large scale unions 
could employ public accountants to do auditing with the approval of the 
Federation, This two-tier auditing system would relieve the officers of 
the Department to do more field work and check into the business operations 
of societies. Above all, there would not be long delays hindering the 
smooth administration of the work of government departments which have 
been rendering services to co-operativos in the country.

Financial resources'fbr M.P.(i.S, are ysried - from the People’s 
Bank under the Govornmeht Credit Expansion Sciieme .arid the Agriculttiral 
Development Program,■the Department of Co-operative Development, the
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Department of Agrarian Services, etc. The problem is how to co-ordinate 
these facilitios or rather to centralize the management through the 
People’s Bank to the Rural Bank/M.P,C.S. union Credit Section. It is 
strongly suggested that a unified oo-oparative financial service should be 
established for tha country as a whole.

Another problem is the rate of interest charged to the members of 
societies on loans. For example, from the record obtained with regard to 
Thirunelvely M.P.C.S, (Jaffna East), it is noted that the society has 
granted loans to members totallingRs, 26,524.88 at 12^ interest under the 
new Agricultural Credit Scheme for subsidiary crops such as patatoes, 
chillies and unions. Whereas the society has paid interest on fixed 
term deposits by members at tho rates of one year to 1-^ years at 4^, 1-̂  
years to 2 years at 5^? 2 years and above at 6^ only. If this example is 
a universal case for the whol(5 movement, a re-adjustmont of tho margin 
should bo contemptatGd and a general scalo-down of rates of interest on 
loans to members should bo rocommendGd.

Multi-purpose Co-oporativds have boen appointed as agents for tho 
operation of thq Crop Insurance Scheme. Tho societies with collaboration 
of the Cultivation Committors ishould be- able to opor?te this function 
without much difficultir. The Unions of Multi-purposo Co-operative Societies 
should play a much stronger' role in the implementation of tho scheme.

Some M.P.C.S. and their \inions have set up textile weaving 
section or centre with handlooms and or eloctrically operated mechanical 
looms. This is a productive function collectively performed mostly by 
females and providing employment for augmentingi fajnily income and technic?! 
training for rural industrial development. The sale of products through 
the textile section or Consumer section has been done by the internal 
transfer of accounts. This is a useful development of the multi-purpose 
co-operative activities, especially in a country which has to import most 
of its textile goods to meet the local demand. Other lines of similar 
nature could be developed, for instance, handicrafts, metal work, kudoos 
making, etc. Generous assistance should be given from the National Cor- : 
porations or Government Departments concerned with the development of 
these industries.

Minor irrigation works would better be undertaken under labour 
to bo operated by members of contracts of M.P.C.S. or unions. As the 
members of societies are mostly beneficiaries of the irrigation scheme, 
the societies should be in a better position to mobilize the collective 
efforts of their members for the maintenance of the irrigation work itself. 
Water .foe levy system to collect funds to meet the outlay of maintenance 
also should be considered.

Most of the M.P.C.So Societies in the Badulla District which had 
under-taken labour contract works suffered heavy losses from the operation 
of the contracts mainly duo to the lack of knowledge of cost accounting 
and budgeting as'welT'as^tochnical know-how. Some bi* 'tHese“societies 
werB“’BV(fTlifuarly'’~cl^s"od‘̂  because^'of' thisTcommitment, A lesson must be 
leornt from this experience, as it might be applied with equal truth to 
M.P.C.S..in other districts. To bo realistic, the society should only 
act as the agent and let the member - participants to work out their 
distribution of income or loss by themselves as a group and party to the 
contract. The society, on the other hand, could collect the commission 
in due coiarse but should certainly not be allowed to bear the risk of 
lof
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It is noted that many M.P.C.S. and thoir unions have hrndled rico- 
rationing for the members as well as non-HoaberBU This kind of servicc 
has been performed by M.P.C.S, as agents of the Government for tho con- 
vonionce of the consumers. Iiiko tho G.P.S, operation it is a kind of public 
service fimction rendered by the co-operative sector to assist in the 
implementation of the Governmont policy. As things were, many societies 
have owed their existence on the commission and other charges derived from 
this service. This function should be considered as subsidiary, ps the 
rationing system might be withdrawn and time when the Government Changes 
its policy. Societies substantially depend upon the income support of this 
service might well be considered as unhealthy, and should be redressed 
accordingly.

Most of the well established M.P.C.S, in existence to-day were 
formerly stores societies which were converted during the early years of 
transformation. These stores societies hed thrived due to the practica of 
tho ration-system in the war period. This fpct explains the reason why so 
many M.P.C.S. per«iat even now concentrating their business activities 
in consumer stores section in tho supply of daily necessities. The 
abalition of the rationing system except rice of the past war period should 
remind the societies to reconsider the formulation of their business 
policy in order to match the social and economic development trends of the 
country and make their services and contribution even more indispensable 
to their members.

Guaranteed Price Scheme may h?ve worked favourably to the interest 
of peasants in their efforts to increase food production and therefore it 
may have helped the implementation of the Government Policy under tho 
Agricultviral Production Plan. Many multi-purpose co-operatives which have 
been appointed as purchasing agents under the Scheme also have benefited 
through rendering their services for tho operation of the Scheme. Since 
the free market prices for tho guaranteed-price commodities have been 
subject to fluctuation, the income derived from the services of course 
followed the trend without option. It has been quite common that when the 
market price level for these commodities rises over and above that of 
the guranteed price, there w-iuld have little or no transection at all at 
the societies as all tho members would sell their produce at tho free market 
and collect higher retvirns. The inevitable consequence of this practice 
would not only damage the society in the form of reduction of its income 
but also incapacitate the societies to collect the repayment of loans out
standing to the members who have borrowed under the Extended Agricultural 
Credit Scheme. In fact there were some societies suffering seriously 
in their financial difficulties because of cutting-off of tho income which 
was used to be derived under the Scheme, It is therefore also advisable for 
the planners of the co-operative developmont programs to see that multi- 
piorpose.co-operatives should formulate their business policies in a better 
and diverse way so that a drop of income from any branch of business 
activities would not hurt the society unduly in any case.

Ms an illustration, South Yalpanam M.P.C.S. Union, Ltd, at Kilin- 
ochchi of South Jaffna had used to enjoy the benefit of Rs. 
annum as commission for purchases of paddy under the G.P.S, later, this- 
enormous money spinner has dwindled to about Rs 5?000 a year owing to the 
decentralization of societies vhich have been appointed as direct agonts. 
Further, the cut in the ration rice from two measures per coupon per week 
to one measure resulted in the price of paddy shooting up higher in the 
free market than the guarateed price, thus depriving the societies and the 
unions, from their normal volume of purchases to drastically redixced amount.
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Aocording to Jaffnn District co-operative statistics it clearly shows tho 
wide margin of fluctuations on paddy p u r c h a s G B  through the societies durin,:; 
the past years. This situation indicates that the financial position of 
the societies concerned has been greatly affected,

Prosehtly-as enumerated eprlier the popular functions of many 
M,P,C-,So have been as follows

1) Consumer stoi-osj
2) Distribution of fertilizers and insecticides,
3 ) Purchase of paddy under the guaranteed price scheme,
4) Contracts for labour,
5) Granting of loans to members under the government agricultural 

production programs and credit schemes,
6) Tractor service,
7 ) Rationing and distributive agency of the government for rice 

and other commodities.

Generally speakinĝ  in considering the incorporation of business 
functions of a M.P.C.S. three principles should be tal>:en into accounts

1 ) The economic activities of multi-purpose co-operatives should 
be undertaken only after feasibilitity studies are made^

2) The business managment of multi-purpose co-opers,tives should 
be groatly improved in efficiency and in new approach to 
operational policies5

; 3) While government support of co-operative movement is unavoidabl; 
necessary for some time, the voluntary growth of independent 
co-operative movement should not be overlooked.

Perhaps it xvould bo a good idea now to draw up a model set of
By-laws defining the normal functions of M,PoG,S<, and their unions, - 
the principal functions and subsidiary functions as well as an appropria'. 
aocounlwig~s^Tom and otiior working rules, In”any case, the MoP.C.So
soEeme should not” make a co -operaTive~"ar chaotic organization or an
organization of convenienco for those violating the principles and practic- 
of co-operation.

A's a general practice in Ceylon the Districjt Assistant Commissioners 
of Co-operative Development, reponsible to the Commissioner of Co-operativo 
Dtevelopment, have considerable powers over the policy decision - making 
and adinrinstrative operations of societies, including the approval of 
appointment of certain officers who manned the societies. The exercise 
of those powers is a rather delicate problem as it would affect the morale 
of the membei's, the effective management of'the societies as well as the 
movement as a whole.

- 240 -



Many M,P,C,S. unions have included in their momborship non- 
multi-purposo co-operf'tives. This practice has been a matter of convenience 
but illogical and should not bo encouraged. It is to be noted that tho 
Mahapalata Multi-purpose Co-operativ© Societies Union Ltd, at BandpJawela, 
District of Badulla, has a memborship of 42 societies, out of which seven 
estate co-operative societies were not of multi-purpose in nature. This 
union is in fact the central comraerical organization of the area. Its 
membership composition is rather comple as other following establishments 
wore also attached to union e.s shown belows

(1) Authorized distributors holding trade licenses from tho Food
Controller,,,.,...... 41.

(2) Estate e s t a b l i s h m e n t s . ,138.
(3) Private Traders who do not hold Trade Licenses (Those who

purchase only sugar and flour,,,,,.... I80,)

Besides, there are wholesale depots, retail points, etc, operated 
by the union. At the time of tho writer’s visit this union was under the 
management of Government Officials appointed by the Minister of Pood and 
Co-oporatives, as it was found out that the union had been badly mismanaged. 
In the same area there is another union by the name of Udukindia Ifexitlpurpose 
Co-operative Societies Union Ltd. at W'elismada which has been operating 
its business under the similar pattern of organization and managenent,
“Siis particular Union claimed that it has maintained the Rochdale 
Principles in respect of the distribution of surplus as dividends.
Ho information was given as to how the surplus was distributed^-

According to tho data supplied by the Inspector-Officer in chargo,
dividends distributed from 1,1,1962-31.12*1965 were as followsj-

1962 -  Rs 38,689.90
1963 > Rs 22,991.98
1964 - Rs 44,041.19
1965- Rs 72,075.04
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Tb-fels RSI77,799.01.

The natiiro and the methods of the distribution was not 1
disclosed and therefore no comment is possible. But this is tho only /
M.P.C.S. union which has mentioned this mattier of siarplus distribution

This same -union has been paying considerable sum under the 
scholarship scheme, (up to 196? Rs 30>000) to the members of memter- 
societies whose children hpve been adoitted to universitioe. This is 
a good idea which should be adopted by other unions.

Other examples of M.P.C.S. union membership diversity could 
also be mentioned here. Tho Kandy M.P.C.S. tinion Ltd. Has embraced so 
many non-co-operative organization its fold. There is no wonder that its
business turnover reached a point of over Rs 11 millions annually



I!he South Yalpanam M.P.C.S. Union, Ltd. at Killinochchi has also 
on its membership rocord 30 multipixrpose societies with one agricultiiral 
production and sales society affiliated to it, while one M,P.C,S= in its 
area of operation, th-t is Korakankntu MoP.C,S<. has not become a member 
of this union.

The Batticaloa Multipurpose Co-Operative Union Ltd. has its 
membership consisting of the following'?-

1. Multipu3?poso Co-operative Societies 24

2. Gb-operativo Stores Societies l6

3. School supply societies 2

4. Co-operative Agricultural Production

and Sales Societies 3
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Total 45

So we SCO that Membership of M.P.C.S. union are not at all necessary 
M.P.C.So This j-'actice makes the situati:>n confused. General speaking, 
rsricultural produotion and sales societies cover greater area of 
operation thr-n those covered by M^P.C.S. and a split usually occurred 
when conversion was in progress, Sitores co-operativQ societies union al'̂  
do not always correspond in area of o oration as M.P.CoS, unions and a 
split would occur after conversion. In the caso of Valigamam ¥ost
Multipurpose Co-opertive Societies Union, Ltd,, the area of operation 
was smaller than that of the former Stores Societies Union, when -the 
1-attor was splitted into two unions after conversion, Ou?t of 37 momber- 
SQGietiGs of tho Faligaman Wost Multipurpose ,Cp-operativ^ .Sa<iie-ti6s‘ ' 
Union Ltd, Twenty throo societies were M.P.C.S. and fourteen stores 
societies. Reorganizati>n of the fourteen societies should be encouraged.

Another example iu also to be taken from the district of Jaffna, 
where membership of M.P.C.S, unions generally includes societies other 
than primary M.P.C.S, For instance, the Valigama East M,P,C.S, Union, 
Ltd. at Neervely had 46 member-societies distributed as followss-

M.P.C.S. 23
Stores Societies 20
School Co-operatives 2
Bakery 1

This is rather unusual and the same applies to Taligama West 
M.P.C.S, Union as mentioned above. Their historical background had 
the origin of Stores Societies Unions and the conversion did not succeed 
in transforming all the former member-societies into M.P.C.S., and 
therefore the new union had to retain themi as stores societies under 
the old pattern. In fact the concept of M.P.C.S, soiiome has not boon 
strictly observed.



Still another oxample, that !■ Jaffna M.Ptd.S* Union Ltd., whioh 
is one of the largest unions in the Northern area of Cieylon. This union 
was formerly a Stores Societies Union whioh wa.B converted into a M.P.C.S. 
Union, although it only catorod for the needs of consumers and served the 
same purpose as it had done before the oonvereion.

Out of a total m'iboK'' of membership - sooietiog of this Union 
only fourteen were M.P.C.S. with twenty five co-operative store* Societies 
and one Hospital Welfare Society. While non-momber orgnnizations havin,̂  
business transactions with the Union numbered 84. Con'warsion has not 
been carried out systematically or logioallyj Many M.PiC.S. Union are 
in fact unions or federations of various types of societies or business 
concerns in the area, and have lost their true nature as co-oporative 
organizations. Of course it is not reasonable to expect that the union 
of co-operative organizations should serve non-oo-operative private 
traders who are competitors of co-operative societies. Although these 
transactions mi^t heve benefited the union in the form of increase 
volume of business ‘turnover of the union, this praotioe will certainly 
damage the morale of the co-operative supporters and encoxwa^n outside 
traders of the movement to enjoy all the benefit* derivable fyom tho 
union without sharing any risk of its business» Ways and means should 
be found to stop this practice, in order to preserve the zeal of 00- 
operators and the real meaning of co-operativ6 principle and ptactiOes,

If the situation goes on like that without certain degree of 
proper control then it. vould serve to show that the good intention of 
M.P.C.S. movement is lost.

^ain, the policy of a society to participate as a member of 
miany unions has been practiced by some M.P.C.S. For ex..mple, the Pallai 
M.P.C.S. Ltd, has participated as a member of the following xmioni-

1) South Yalpanam M.P.C.S. Union, - Share - holding - Hs 100,04
2) Pallai M.P.C.S. Union - shore - holding Bsl251.45
3) Northon District Agricultural Production and sales

Co-operative Union - share - holding - Rs 100.02
4) Pallai Stores Union - share - holding - Rs IOQ4O2
Bhis multi—participation may involve complicated problems which 

would hinder the healthy development of the M.PiC.S. movement. It is 
therefore suggested that a thorough study should be undertaken by the 
A.C.C.B. in charge to make out the right steps to deal with this matter.

Some Unions or M.P.C.S. are too ambitious and Unrealistic in 
their approaches of laxmching business development projects. £^0 examplo 
could be cited with regard to tho establishment of the Kalundai Saltern 
by the Waligaman West Multi-purpose Co-operation Union, Ltd. This 
project involved large capital outlay with the rrosult that the unioii 
suffered eonsiderable loss for tho year, I967. Salt production, in 
fact, has been in the hands of the National Salt Gojspoj&ation. ®ie 
Union might be in a better position to engage itself in the wholesale 
distribution of this daily essential consumer good and act as agent of 
|he Corporation. It is suggested that the Saltern should be handed over 
|o the National Salt Corporation and the Unio^ repays the debt inci||̂ rod.
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Laboiir Contract iindGrtakon by M.P.CoSo and their unions shoulu 
not be taken as a norman branch of business, but it may bo treated as 
a tcraporcry agrcoment made out on behalf of a group of morabers of the 
society. It should be regarded as an independent activity of those 
concerned to be concluded or dissolved once the particular contract, 
work is completed, and profit or loss accounted for distribution in 
proportiom to the amount of wages received by meraber-prrticipanta of 
the CQiritractod work.

In Ceylon to-day secondarj/- and tertiary co-operative organizatic;'^ 
should be greatly strengthened and bo given the responsibility of lerdcr'- 
ship to matoii the demand of the development. Stronger link should also 
be established within tho co-opere.tive movement itself and between 
super-s true t tor a 1 and infrastructural institutions and facilities which 
are related to the development of co-operatives and rtu?al economy.
The policies and administrative procedures adopted by the People's Banic 
and the C.¥.E„ should be periodically reviewed so that adjustments 
could be made to meet the changing situation and circumstances.

It was alleged that C.-,¥,E» has weakened tho rui'al multi-purpoFc. 
societies in a number of ways. The most damaging effect was in the oar; 
where the C.^f.Eo opened retail depots to compote with stores departmeiT: 
of M.P.O.S. 5 even though tho C.W.E. was unable to meet the demand for 
goods of these societies. The stores of co-operative societies were 
left in an unhappy state of having to procure their requirements fr?:.i 
a competitor. This practice of establishing a chain of retail storoa 
under the C.W.E. label has ixndoubtedly undermined the effective funct
ioning of the M.P.C.S. activities, and has reduced considerably the 
contribution of C.W.E. to the development of co-operative movement in 
this country. C,W.E. has boen set up as a public corporation which was 
meant to perform service functions for co-operatives as wholesale 
supplier of commodities. It has been originally assigned a status as 
an apex co-operative institation. For various roascna this C.W.E. has 
expanded its activities beyond the co-operative circle and has performed 
wholesale functions rendering services to private traders. The rehBurJ-i, 
of the C.W.E. and rearrangement of its relationship with the co-operativ 
organizations should be one of the main tasks of government departments 
concerned.

Co-operative Federation of C e y lo n has been formed more in tho 
natiire of a co-operativa union of the English concept than as a type of 
business concern of the C.W.S. However, this Federation has already gor.o 
into certain wholesale and manufacturing activities, but tho scope is 
still limited. Perhaps with tho reorganization of C.W.E., the Federation 
may participate more actively in tho fields of co-operative wholesale 
distribution, marketing and processing as well as manufacturing busixcss 
functions while still retaining its original functions as a central or'"- 
for co-operative education, publication and publicity.

In certain districts, politicians or members of the Parliament 
have strong influence in the co-operative movement. Some societies 
have M.Ps* as their leading figures in management. This is particularly 
true in the districts of Batticoloa Polonnaruwa, and Annarahapura. Ticit 
are instances whore the community loaders, who have played an import n+ 
in the promotion of the co-operative movement and social welfare work,
have been elected to the Parliament because of their com *anding prestig:
and image on tho gcnoral public and electorate. How far this practico
should go is a matter of concern.
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When we tiirn to investigate tho intornal management of the 
multi-pTjrpose co-operatives we find that, the attendances of general meetings 
and committee meetings of many societies have been rr-ther discouraging.
Some multi-purpose co-operatives have h?d tho srme management committee 
in service for many years without reorganization, due to the failuro ^f a 
quorum in s’.ics3sive general meetings. Lack :>f leadership, member-eduaation 
and loyalty of members may bo tho main causesr On tops of those, there 
may be over-dependence on tho biireaucratic control of the administration, 
and the lack of appreciation of the usefulness of the existence of societies. 
There is a possibility of changing this attitude and atmosphere by merging 
weak and small societies into bigger and more active multi-purpose co
operatives, providing better services and more facilities to the members 
as well as launching vigorous member-education campaign down to the grass 
roots of the village level. On the other hand, strong multi-purpose co
operative societies or their unions should be encouraged to set up branches 
or depots in villages where economy of scale does not warrant the establish
ment of independent societies. Above all, improvement of management of 
the internal as well as external business activities of the multi-purpose 
co-operativcs in Ceylon is the most urgent task facing the movement to-day.

Though tho employees of co-operative societies and their secondary 
and tertiary organizations cannot be properly classified as co-oporators, it 
is to the extent that they are co-operators in spirit that the co-operative 
movement could develop. With every advancement in technology and know
how, co-operatives become increasingly dependent on specialized staff. 
Management has largely become the responsibility of paid employees and 
the success of co-operatives is dependent on the efficiency and Icyalty 
of the management. It is therefore important for co-operative development 
that the movement should obtain the services of devoted and capable 
employees. In this attempt co-operative organizations would have to 
compete with the public and private sectors. The only way the movement could 
be assured of obtaining suitable persons is by offering wages and working 
conditions which would compare favourably with the other sectors to be 
complomented by the co-operative in-service training with a view to up
grading their skills and inculcating on them with the co-operative ideals.
In this respect, it should be noted that the low and un-unified wage 
scales paid to co-operative employees and the low percentage of trained 
employees in Ceylon today clearly manifest the primary draw-backs for co
operative devolopment. There is a strong case advocating the formulation 
and implementation of a unified scheme of wage scales for the employees of 
co-operative organizations. The differences of existing wage scales in 
different societies and differeront areas have been so wide that inevitably 
would affect the integrity and morale of the employees as well as the 
labour turnover of tho societies. The unified scheme could be made with 
reference to the cost of living and the general level of wage standards 
of different regions of the country. Consideration should be given to 
the size of business operations of the societies concerned,end the duties 
and responsibilities of different categories of employees as well as their 
qualifications and experiences. Also, security of employment and reason
able working conditions should be given realistic consideration. The 
establishment and implementation of such a scheme should be the work of 
the Department of Co-operative Development by setting up an advisory 
board consisting representatives of national co-operative organizations rnd 
relevant departments of the government to be chaired by the Commissioner 
of Co-operative Development. Periodical review of the existing scales 
would be neoossary in order to adapt to changing conditions of the country.
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In this connection perhaps it is appropriate to mention one
particular ease which has to do with the benefit scheme operated by tho
Ba^thraedilla Colony MoP,C,S, for its employees.

The Bathemedilla Colony M.P.C.S. employees are contributors to 
the Provident Fund under the Employees Provident Fund Act of 1958.
The contribution m?de up of 4^ of the wages by the employees ?nd 6yS fro m
the employor. Undoubtedly, this is a good practice which should be adoptc;d
universally by the co-operative movement.

Also, employees of this particular society have been given oppor
tunity for training in co-o^perative schools. This is a good encouragoment^ 
It is therefore suggested that co-operative employees should by rotation 
be given opportunity to acquire the basic knowledge of co-operation and 
management skills through a formal training in the co-operative schiols in 
order to creat a team of devoted co-operative workers in charge of the 
management and organization of the movement.

The practice of the employee cash property security deposit 
system may jeopardize the capable employees who join the co-operative 
service. For instance, as in the case of Karalaibattu M.P.C.S. Union in 
Batticaloa, a general manager with a monthly salary of Rs, 350/- boon 
obliged to deposit as cash security of Rs,2,000/- with this Union nnd Hs, 
8,000/ - in property for the assistant mpnager carrying Es,205/ - montlily 
salary. This practice may cause hardship to many capable prospective emp
loyees. Perhaps personal bondage may be the substitute of this present 
system or at least be the supplementary b:>nd so that the amount of cash 
or property security could be greatly reduced on- abolished. In any casO; 
since the amount of the security deposit could not be big enough in pro
portion to the responsibilities of the employees concoi'ned and the risk 
involved, the consequence fraud still would damage the societies. There 
have been cases where responsible employees got a.way with considerable 
amounts of mono}^ or assets of the socioties and disappeared ?7ith5ut trace. 
It is evident that this practice sh )uld be re-adjusted or substituted by 
other means which would work more effectively toward this goal.

The practice of the managers of societies to employ their own 
salesmen is bad and should be abolished when proper personnel mp.nagemect 
scheme is established.

It is clear that the improvement of the business management of tho 
societies is the care of the problem which should be given serious con- 
sidorationin order to raise the standard of efficiency and integrity of tho 
business operations of co-operatives. This relates to the reduction of 
losses through lenlcages )f stocks and other properties of societies as 
well. Also the improvement of management efficiency and control is of 
paramount importance when we look into tho ratios of gross profit to not 
profit of many societies and find that the management expenditure has 
been out of all its proportions. This is definitely a sign of bad 
management and budgeting.

To repeat once again, management problem of co-operative 
organizations of all levels are the most serious matters confronting 
the movement to-day in Ceylon. Co-operativos are business concerns, their 
success or failure would largely depend upon effective application jf 
sound organization and management principles and jjractices. It is
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therefore strongly reoommonded that larger scale ->f training programs should 
be adopted for the purpose of producing more capable and qualified 
personnel to join the movemont as professionals.

The co-operative development in Ceylon has reached f  stage whore 
co-operative administrative officers of the Department should bo given 
opportunity for further training in order to enable them to cope with 
the complexity and techniques of co-operative business development of 
modern times. Refreshing training on technical know-how and up-grading 
of academic standards of co-opvorativo personnel are vital elements concern
ing the efficient supervision and administration of the co-operative 
movement. More university graduates of agriculttire, economics and coramoroe 
should be recruited into the co-operative services. Co-operative sociotios 
should also bo encouraged to employ graduates with working conditions 
and remunerations comparable to those practiced in public and private sectors 
For the potential development of the movement as a whole this measure sh:iuld 
bo regarded as one of the most important steps toward the re-vitalization 
of the co-operative performs,nee of Ceylon to-day,

Insiirance policy taken by certain societies on property, even cpsh 
currently keot in hand, is a good practice and should be encouraged. For 
example, the ^bagahapelesson Multi-purpose Co-operative Society has 
insured its cash for Rs 5»000/ -• Though it was said that this amount 
was hardly adequate in view of the fact that large volume of business 
transactions were involved in the society. Another example is S:)uth 
Yalpanam M.P.C.S. Union, Ltd., Kilinochchi, which has made out a very 
comprehensive instirance scheme with Ceylon Insurance Corporation on the 
property of the Union. In this connection perhaps it is not too immature 
to suggest that a national co-operative insurance society be established 
to serve the movement for the whole country with re-insurance done through 
the Ceylon Insurance Corporation or the Insurance Department of C.W.S., 
England,

As discussed epjrlier net surplus of M.P.C.S. different sections 
as well as the society as a whole could not be properly distributed as 
dividends for lack of adequate methods. No workable plan has been 
formulated for the distribution of dividends to members. Therefore, the 
problem of patronage refund in accordance with the principles of Rochdale 
system has encountered its difficulties in multi-purpose co-operative 
societies. Many societies have ?nnuDl surplus to be turned over to the 
reserve fund of the socioty, because of the fact that there has been ni 
set rule for the distribution of this surplus to the members or member- 
societies proportional to their business transactions with the societies 
or unions. The departmental or sectional accounts have to be properly 
kept and overhead expenses hpve to be reasonably borne by the various 
section^dopartments before any accurate estimate of surplus to each dep
artment/section of business operrtions of societies could be ascertained.
No solution of dividend refund is possible without a detailed system of 
book-keeping and accounting being set up for the co-operstives. The other 
way out perhaps would be to transfer any siirplus to fce reserve account and 
create more accumiolated social capital and make the societies and their 
unions financially stronger to cope with their business expansion activities, 
M  the same time a reasonable scale-down of prices charged to the members 
or meraber-societies might bo contemplated so that the favournblG social
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and economic offoct due to the existence of the co-operatives in areas 
of onorntion could be evident to the people within and without the 
raovomont. This influence of coiirse would make the, co-operative devel :>pment 
more popular and bettor roceived by all. In any case the problem of pat
ronage refund should be clearly studied and solved in time.
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The Grovernment of Ceylon has been giving financial assistance to 
the M.P.C.S. through the following departmentss-

(1) Land Commissioner,
(2) Diepartment of Fisheries,
(3) Department of Eural Development and small Industries,
(4) Department of Agrarian Services,
(5 ) Department of Co-operative Development,
(6) Department of LaTDour,
Besides, People’s Bank and Provincial C-o-operative Banks - 

statutory or co-operative bodies have contributed increasingly greater 
share of loans to co-operatives. It is, therefore, iioiperative that 
better co-o3J.dinated and unified schemes of financial assistance should 
be contemplated now in order to consolidate the efforts in the realization 
of common objects for the development of a soimd rural credit system for 
c o-opera t ivB s.

The policy of tfte people's Bank was to sot up R\aral Banks to 
be attached to M.P.C..S. or their unions under the People's Bank’s 
supervision and control. Whether this dual managBment, system could 
work out satisfactorily^ is still a matter of concern, ISie natural outcome 
ojf this practice would mean that those M.P.C.S. or unions possessing 
Rural Bfenks would have no need to have separate ciredit sections operrted 
side by side with the rural banks. Whichever system would be more suitable 
to fit into the multipxirpose co-operative scheme is still unknown. But one 
thing is certain and that is the dual control system of the rural bank would 
complicate the functioning, of the co-operatives concerned and damage their 
unity and coherance,

Tlhe Extended Scheme of Rural Credit ns launched in I966 has been 
implemented with vigour. This supplementary credit facility to persnnts 
is good, but streamlining of operation in conjunction with othor credit 
facilities available to the farmers and co-operatives should be strongly' 
stressed. Since 1957 the Department of Agrarian Servico has handled ag
ricultural credit as one of its functions. This duplication of functions 
of the People's Bank should bo avoided. Tbo much complication and 
overlapping would jeopardize the situation. A system of "supervised 
credit" or "linking-up operation" should be introduced under this Scheme 
as on effective measiire of combining agricultaral oitonsion with financing 
through the channel' o£ co-oporafi'wo •

It cppears that the financial support from the People's Bank in 
the form of fixing the maximum Credit Limit for tho societies and thoir 
tmions has been found for many societies to be. adequate for specific 
purposes as assignsd to them. The problem is the detailed periods of 
releasing the laans to the individual members in accordance with the 
schedule of farming practices. Loan® issued under the extended Agricu-1- 
tural Grodi't Scheme worked on a complicated basis of listing different 
stages of disbursement, such as ploughing, weeding, seed supply, trans- 
plantipsthreshing, fertilizer supply, transporting, etc. The prr’ctice of 
this systematic distribution of lorns at different intervals, no matter
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how scientific it may seom to be, may not be effectively applicable in the 
business of farming. Cultivation periods and practices in different areas 
may bo different and farmers who plan their work schedule according to 
their individual circumstances may find it difficult to obtain their loan 
in time to carry out their projects. It is suggested that the issue of 
the authorized loans to farmers should be more flexible and realistic in 
order to meet the immediate need of the borrowers concerned. Again, under 
Extended Agricultural Credit Scheme, the loans issued were not only based 
on the progress of work performed by the borrower at each interval period, 
but also were limited to Fts, 220 per acre and throe acres per farm, that 
is Rs. 660 per member-borrower for the cultivation of paddy in this case.
This amount in some oases was found to be inadequate to meet the expenditure, 
so the society had to draw on its own fund for supplementary lending to 
members. This arrangement may not be feasible for some societies to do 
so, especially those smaller and weaker M,P,C,S. Since the M.C.L. is set 
Just for agricultural production loans made under the Expanded Agricultural 
Credit Scheme alone, it has not been able to reflect the total financial 
needs of the peasant-members as well as the co-operatives themselves. 
Generally speaking, most unions and M.P.C.S. artj only with very limited 
working capital and reserves, but many of them have quite big business 
turnover. This fact indicates that many co-operatives obtained thoir 
financial support from outside sources. On the other hand, there were 
societies, for one reason or another, had not drawn on thoir M.C.L. to the 
full. Apparently, financial problems still are obstacles to co-operative 
developmont in Ceylon. People's Banks* offer to many co-operrtives of 
overdrafts certainly helps to tide over any financial difficulties of 
these societies.

in order to regularize the functions of the credit section of the 
M.P.C.S., the Government should make use of the People's Bank through its 
branches to issue loans to M.P.C.S. - with a view to consolidating all 
kinds of loan activities. The credit section of M.P.C.S. should function 
properly as a financing unit, while Credit Sections or Rural Banks of 
unions should act as secondary level organizations with the People's Bank 
as tertiary co-operative financial organization. The credit section should 
be maintained as an integral unit of M.P.C.S, or unions, with technical 
supervision from the People's Bank. At present, credit section often is 
not a part of business units of M.P.C.S, It has not been functioning as 
a financial unit of the society but rather acting more a less as an agency 
of the People's Bank or other Departments of Government which have been 
offering loans to the societies. This situation should be remedied promptly. 
The launching of savings scheme by some of the M.P.C.S, is a good practice 
which would nurt\are thrift habits of the members and promote better internal 
financing of societies.

The People's Bank has been well safeguarded by law by restricting 
the co-operatives to deposit or borrow funds from the Bank, and by pro
hibiting the co-operatives to deal with commercial banks unless exempted 
by the Commissioner of Co-operative Development in writing. This is a 
very effective measiore to regulate the financial functions of the co
operatives. The problem now is how best the People's Bank could serve 
the movement as a result of this regulation.
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state sssist£,nc3 t i the co^-operative m )vera3nt in Coyl>n in the 
form of credit has been genGrous. But it must be rcc'^pted that governmont 
supsrvision and control hos also boon in mrny instances oviir djne or unduly 
administered. Such practice hrs result'^d in rn undue dQ'iendence of s^mo 
societias on government officials for initiating dovolopment 'progi'rms. 
xt als> would curtail the co-oporativo spirit and educeti inal benefit that 
the members will generally derive by managing their own organizations.

It was stated in the I.B.a.D. Mission's report, "The Ec'>nomic 
Development of Ceylon" (1952) that, "The growth ->f co-operatives is not 
hold back by lack j f  funds. Loans from Provincial Banks could provide 
additional amounts as required. If these institutions exhaust their iramo- 
diai3investible funds,they can borrow from the Central Co-operative Federal 
Bank in Colombo." This statement does not imply that whatever lorns isr-:und 
to the members of soci 'ties could have met their real needs in a'oportune timr 
and amount, Moreovor, there is no evidence to show that most efiectivo 
use has been appli ed to the f m d s  made available to the peasants. It is 
therefore imperative that agrictiltural extension services should i/i rk 
closely with the lending institutions which channelled l oans thrmgh the 
co-operatives.

One explanation for c .>nsidorable amount of dofault of loans out
standing by members of co-operatives was stated to be the unroalistic 1 -nd- 
ing policy of tho co-operatives. It is difficult to expect the peasants 
to pay up certain loans on a short term basis when they are outlays which 
can only be recovered over a much longer period. Default might also occur 
when co-operctives do n>t finance certain very important non-production 
needs of the peasant;, thereby forcing him to borrow from non-co-op.’rativ.'j 
credit source, with tho r 'sult that the commitments entailed in auch borrow
ing might virtually incapaoitate him fr>m meeting his debts to th > co-ooer- 
ativQs.

It is also true that peasant-farmers require cash for lourchasing 
consumption essentials ?s well as -oroduction requisites in order to tide 
themselves over during tho production loeriod. They often do not possess 
ready cash to enable them to pry for the services >r commodities so 
obtained. Unless tho members of the co-oper:^tives c m i d  borrow sufficiont 
amount of loans from their ovm )rganizati^n, otherwise they would have to 
depend upon the mercy of the middlemen, the shipkeepers or the money 
lenders. It is to be h>ped that the rural bank or the credit section of 
the M.P.C.S, could be in a position t i provide a continuousflow of credit 
to the needy peasants M.P.C.S. should be fully equipped, strengthened and 
prepared to counter ch. llenge tho combined ill effects hithertofore inflict
ed u'lon the peasants by the m >ney lenders, shopkeepers and tho middlamen in 
riiral areas. It is therefore tha dutv of the government departments as well 
as statutory institutions concerned with rural rehabilitation and recon
struction to look for the effective ways and means of supporting all lovels 
of the M.P.JoS. organizations and thear activities.

It was reported that the present lending rates of interest to 
co-operatives in Ceylon have been so low that the Government has carried 
a large element of subsidy in this account. Generally, the rates ti the 
farmer have been 4 to 5 percent. The Department of Agrarian Services has 
provided funds to co-operatives at a 2̂ - rate whereas the Government itself
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has borrowed at rates of 3 "fco These rates of interest charged to the
farmor have been low compared with rates jf over 12 ;̂ to l8fo on the bulk of 
existina; rural debts. The problem here lies in the productivity ?f the 
fiictors of production including the effective utillization )f the credit 
facilities made available' to the farmers by the public authorities.

A;gricultural extension service, co-operatives development s.dministrat- 
ion and financing institutions should work closely to^jether for the sound 
development of the rural economy of the country. In other words, co-or)erat- 
ive organizations should be fully employed as s.gents for extensi:>n and 
financing services. Through these voluntary co-operative organizations, 
the facilities offered by the government and statutory bodies could be better 
and more effectively utilized for the benefit of the people and the 
realization of public policies.

In early april, 1968 the then Agricultural Minister M.D. Banda stress
ed the need to educated farmers in modern methods of cultivation when he
opened the P,A»0 . sponsored Agricultui’al Education ¥orkship in Gannovuwa.
He said that, "our farmers have shownrauch enthusiasm since the food drive got 
under way. It was necessary to maintain this enthusiasm. Agricultural 
officers could help a great deal by offering th3 fax'mers advice and by trying 
to solve their practical problems." Again, he noted that, "there is no choice
in the matter. We must modernize our methods of production pnd push ahead.
If this is so, then much of the responsibility lies with the agricultural 
field staff - the direct link with the farmer in the field. It is worthless 
if all the grand' results acheived in the laboratory never reach the men in the 
field. The only way in which scientific pdvances can filter down to the 
farmer is through the aigricultujal field officers," What the Minister and 
other officers under him had missed was that they never visualized the 
importance of institutional approach of the farmer’s problene through their 
own co-operative organizations. The multi-purpose co-operativss in the 
villages should be the proper channel for this kind of extension work. It 
is a matter of regret that so many fiGld officers are so ignorant of this 
crucial fact.

Multi-purpose co-operatives should play a strong role in the 
implementation of the Government’s Agricultural Development Proposals,
1965-70. This service could be strengthened greatly with the collaboration 
and support of the village cultivation committees, agricultural extension 
officers, food production overseers as well as the officers of the People’s 
Bank, Village production plan should be formulated with the advised and 
support of the above mentioned officers and committees s.nd a system of 
supervised credit should be established through the functioning of the rural 
banks or credit section of the M.P.C.S, and their unions. Government depart
ments and other super structural organizations such as the A,^arian Service 
Department, Agriculture Department, Co-operative Development Department, 
People’s Bank, C,W,E, etc. should all formulate their respective work 
schedules with thorough mutual understanding and collaboration, as they are 
all involved in the implementation and realization of the above-mentioned 
Government Proposals, Unless effective linking-up processes could b'̂  worked 
out satisfactorily and sucessfully, there is no likelihood that the relevant 
organizations could succeed much individually and independently in their 
respective efforts. Above all, co-operative development, agricultural ox- 
•feonsicnand financial assistance the so called three-fold fundamentals of rural 
development should go hand in hand without a hitch so that the goal of better 

'y b:-:ftor bx:;5i;i)ns 'd botter living tho leasaats oould bo .:-.aMev';d,
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The Colonization schomej as operated in Badulla, (Bathmedilla 
Colony), has benefited from the M.P.C.S. fbr rendering various kinds of 
services required for bettor farming and better business. But they still 
have their problemso According to the plan, each Colonist family was given 
about two acres of highland and four acres of paddy land and a house, ?11 
free from the Govornmento After five years of occupation in tho settleaient, 
he is liable to pay for a nominal annual rental of Rs. 60 per lot to tho 
Government Agent and Rs. 20 for irrigation water supply. The land so 
cultivated is allowed to be given to two sons instead of one, with tho result 
that fragmentation would be inevitable. Under the Colonisation Scheme, not 
all the colonists came from the same area. One colonist ssid during our 
interview, that when he raovod in this Colony he had a family of seven 
members. Now, less than a generation, he had got seventeen members in his 
family to support. This shows the nature of the long term problem of 
population pressure. With only six acres of land, there is no othor :)utl'it 
for extra labour employment in the area., What it is to be done he 
apparently did not know.

The solution of course would lie in the setting up of more colonies 
if land is available and the promotion of industries and other labour 
outlets or train the younger generation for other jobs outside the colonies.

It seems to the iirriter that neither the Government nor tho colon
ists have prepared to meet this situation of under~emplc?yment, disguiset? 
unemployment or fragmentation of allotments under hereditary customs.

The subject on colonization scheme in Ceylon and its relation to 
multi-purpose co-operative development has been studied by authirities.
An U.N.D,P./F.A,0. survey team recently carried out a brief study of previous 
colonies one of which was started thirty years ago. The report said that 
generally yields of crops in those colonies surveyed wore below national 
average, improved seeds and insecticides were used by only half of tho farmers 
and improved paddy production practices by only a quarter. No particular 
system of crop rotation had been adopted and there was a very low standard of 
animal husbandry. Most of the settlers earned less than USS4OO a year and 
two third of them were in debt. They lacked the assistance of veterinary, 
education and health services. (Res CERES - The F.A»0, Review, vol. 1,
No, 4. July - August, I968, P, 50,)

This study has shown the need of colonies for a great deal of 
planning, improved extension services and capital investment. It is hoped 
that co-operative development along the lines of M,P,C,So scheme could 
have much to contribute to the success of the colonization scheme in the 
country. The co-operatives should able to provide the settlers with all 
the production requisites. These settlers need improved seeds, fertilizers, 
pesticides in such a way that they can buy them when they need them. In 
collaboration with the extension officers, the co-operative officers should 
make use of the M.P.C.S, as agency for colonization development. Pilot 
farms and experimental centres should ba established with the collaboration 
of the village cultivation committees'.



In Ceylon- special attention should be psid to the develoioment of 
KoP.Coy, in the colonization sottlemsnts and in aroas around tho tanks.
These could be the most favourable and promising districts xTherc? agr-iculturr.l 
development should be undertaken and supervised by the government with 
groat effort. Areas producing a,gricultural specialties for commercial 
purposes, such as horticultural products, should also be strongholds for 
multi-purposo co-operative developmont. With better irrigation facilitijs, 
better seeds and more fertilizers provided, processing and marketing 
functions )f the M.P.G.S. would floiirish in these preas. It is therefore 
suggested that intensive efforts and assistance should be directed towards 
the development of the rural economy of these areas®

District co-operative unions have been organized in mapy distircts, 
some of them also have performed good services, especially in the fields of 
education and propoganda. Their relationship with the primary and secondary 
societies in thoir respective areas as well aa with the a p e x Co-operative 
Federation of Ceylon should be strengthened so that more co-ordinated and 
constructive national campaigns on the various aspects of the development of 
co-opera.tive movement could bo carried out with concerted action and policy.

Some of the district co-operative unions have contributed much in 
organizing courses or seminars or study groups for members and co-operative 
employees. But much more could be done if given more financial and man
power upport. The Co-operative Federation of Ceylon should pay more 
attention to this development in close collaboration with thise district 
unions and the schools of co-operation in Kandy and Jaffrm Streamlining 
the system of co-opsrativG education and propaganda and publicity would lo a d  
a long way towards the rehabilitation and reconstruction of the movement in 
all levels and fields, A Co-operative College of higher level of co-operat
ive education should be established inclose co-operation with the collego 
of agriculture and the universities.

It is to be noted that the School of Agriculture in its in-service 
training program has ignored to organize full courses dealing with the 
principles and practice of co-operation, rijral sociology and community 
development. It is suggested that closer collaboration and better co
ordination should be brought to the notice of the organizers and planners of 
the programs in both schools of a;griculture and co-operation so that 
students of co-operative development and a.gricultural extesnsion could 
understand the nature and contents of each other's work after leaving their 
schools. It would be good to have an integrated training centre for staff 
members of the Co-operative Development Department, People's Bank and 
Department of Agrarian Services as well as Department of Agriculture, etc.

It should be noted that tho intimate collaboration of these officers 
in tho field is vital to the success of rural development through co
operative organizations with effective agricultural extension a.nd credit 
services. The faculties of agriculturo, arts and commorco sh.^uld also 
be advised to incorporate courses of co-oporation and related subjects in 
their curricula. Judged by the present stage of development of the co
operative movement in Ceylon, there is great need of recruiting more 
graduates to nan the bigger societies and unions so that capa,ble officers 
with broader outlook could eventually be promoted to lead the movement.
The Department of Co-operative Development as well as other departments
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related to rural development activities should also be encouraged to attract 
more graduates wh) hava been well trainad in these fields of rural social 
and ecnnomic work. The inflow of brains to the rural areas will be a good 
investment in national development.

It should be romembered that among the factors which have been 
responsible for weakening the rural sector of the economy has been the urban 
oriented educational system« It is essential to implement educational 
reform in order to create an environment conducive to the rehabilition of 
the countryside.

It is quite right for the planners of agricultural development to 
state that, "Co-operative organizations bear the credentials of the most 
dynamic a g e n G j capable of mobilizing the enthusiasm and willing co-operation 
of the p e o p l e  for the necessary national development efforts." (Rs, 
Agricultxiral PlFn of 1958« Ceylon), Another writer in an article published 
recently in the F,A,0, Land Reform Jotirnal also m^ontioned that "Co-opsrr.tivas 
are increasingly regarded by Governments in developing countries as agents 
of technical progress and as instruments of economic and socirl development 
especially at the village level."

Again, when we refer to the above-mentioned Agricultural Plan, 
there appears the st?temont§ "It is intended that multi-purpose sDcietias 
will institutionalize all rur?l credit, plan and execute a scheme of 
agricultural development, undertake minor irrigation projects and construct
ional works in the village, organize agricultural marketing and distributive 
trade, promote industries, provide public utilities, ensure full employment 
and in other ways in order to make the village a closely knit economic 
organization for the purpose of establishing complete economic democracy at 
the Village level." 'Phe idea implied in this assignment seems to be extreme
ly impressive. It would bo a real and long lasting success to rural 
development if the multi-purpose co-operative scheme could achievo its 
objects and live up to the expectations of the planners and administrators 
of the said Agricultural Plan,

After several years of performance, evidence show that there is still 
a long way to go towards the realization of the objects of. the Scheme,
In his 1962-3 Annual Administrative Report, the former Co-operative 
Commissioner stated that, "It is to be observed that one of the most 
significant aspects in which the raulti-pijrpose movement has failed to come 
up to expectations is its failure to be completely multi-purpose," It 
also failed in the progress of the multi-purpose society in embracing all 
aspects of the Village social and economic life in its business opera.tions. 
Inertia to transformation of many old ty^es of societies has been strong 
and the management in many cases has been far from satisfactory and efficiont. 
All these together work to the detriment of the usefulness and real meaning 
of the M.P.C.S, Scheme,

In the same Administrative Report there appeared further comments on 
the causes of failure of certain M.P.C.S, ;s "One of the main reasons why 
the multi-purpose societies have not proceeded to embrace all aspects of 
village life is a lack of support they, receive from the secondary levsl 
organizations, viz, the multi-purpose co-operative unions for their t?sk.
The undue attachment that these secondary level organizations still have 
towards consumer activities has prevented them from performing their correct 
role in economic and co-operative development activities. It is necessary
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that multi-purpose co-operative unions speedily branch out into veriod 
activities to perform different functions required by the primary multi
purpose societies in their areas of operation if the co-opera-tive movement 
in Ceylon is to make an impact on the task of national development."

So we see that the reason why multi-purpose co-operatives have 
failed to become truly- multi-purpose was insufficiency of support from 
secondary organizations. As matter of fact, these secondary organizations 
were mostly themselves not strong enough to perform their functions. Unless 
relevant specialized tertiary organizations and government departments as 
well as statutory bodies were ready to provide necessary facilities and 
assistance, there is no likelihood th?t the prosant situation could be 
improved. It is, therefore, a vicious circle reflecting that the supor- 
structural establishments also had failed to appreciate the significant 
role of the co-operative movement in rural development. In many cases 
contrary to general practice these organizations have been giving direct 
assistance to villagers as individuals disregarding the more important 
requests of co-operatives. This violation of the expressed policy of the 
government shows the disinterest of the administrators, who are responsible 
to the task of implementing rural reconstruction programs, to support the 
co-opera.tive efforts. In fact the lack of development of tertiary co
operative organizations has also been one of the weaknesses in the healthy 
development of the multi-purpose co-operative movement in Ceylon.

Within the movement itself there are shortcomings existing in 
Ceylon as so elsewhere, such a s ,  th e inadequacy of member participation, 
lack of capable and dedicated leadership and inefficiency of management 
and organization set-up as well as little stress on the building-up of 
the movement’s own funds, etc. Nevertheless, it is evident that the multi
purpose co-operative pattern of development has made its head^ray in the 
field of rural development in C'oylon. As nearly three out of every four 
citizens of this country live in rural areas, the effective functioning of 
the M.P.C.S, scheme certainly coult’ have impact on the rehabilitation of 
the rural life and economy of the country.

It is high time for all concerned to a.cknowledge the fact that 
though the multi-purposo movement has failed in many respects, it must 
be made to succeod in the interest of the rural development. It is also 
necessary to note that co-operative efforts at the village level should 
be effectively supported from above by powerful secondary and tertiary 
organizations as well as government departments and statutory bodies.
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