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REPORT ON THE DEVELOPMENT OF THE MULTI-PURPOSE
_CO~-OPERATIVES TN CEYLOR

CHAPTER T

INTRODUCTION

My ey
\

The writer was given an assignment by the International
Co-operative Alliance llegional 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 terms
of reference:-

1. To investigate the processes of transformation
of the organizational and functional structure
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 recomstruction; 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 and stayed in that country
until April 24, 1968 when he 1eft for New DeThi where he had
brief GiSCUSS1ons With the officers of the T.C.A. Regional

Office concerning his study.

During his first few days in Colombo, the writer had
discussions with 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
concerned 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.

2.

5.
4.

Department of Agrarian Services,

Departiient for Development of Agricultural
Marketing,

Departmnent of Agriculture, and

Departunent of Rural Development and Small
Industries,

(B) Statutory or Co-operative Organizations:-—

1.

All Ceylon Agricultural Producers' Co-operative
Union - Central larket,

Al]l Ceylon Coconut Producers! Co-operative Union,
Co=-operative Wholesale ®stablishnent,

People's Bank of Ceylon,

Ceylon Industrial Co-operative Union, and

Co-operative Federation of Ceylon.

Beginning from the second week, the writer spent altogether
5 weelts in field work visiting the following co-operative organi-
zations in the various uistricts:-

March 14-17:= Anuradhapura Districbt:-

Keiirawa KPCS Union,
Tppawa 1PCS,
Laounoruwa LPCSH,
Tirapanne MPCS,
Poonawa MPCS, and

Medawachchiya MPCS,

March 18-21:- Polonnaruwa District:-

1.

Polonnaruwa District Co-operative Union,
Thamankaduwa MPCS5 Union,

Minneriya MPCS,

Kottepitiza MPCS,

Bakamuna MPCS,

Pitugrodamana MPCS, and

Study on the Elahare Project and the Role
of the Multi-purpose Co-operative Societies.
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March 22-26:-~ Jaffna District:-

1.
2.
3.
4,
De
6.
T
8.
9
10.
11.

12.
13.
14.
15.

Jaffna Lducation Centre - Co-operative School,
Alaveddy MPCS,

Inuvil MPCS,

Valigamam MPCS Union,

Moolai Co-operative Hospital Society,
Averangal MPCS,

Valikaman East MPCS Union,

Arialai MPCS,

Jaffna Town MPCS,

Thirunelvely MPCS,

Jaffna District Co-operative Harbour Services
Union,

Elephant Pass MPCS,
Pallai MPCS,
Paranctan MPCS, and

South Yalpanam MPCS Union (Kilinchichi).

March 27 - April lst:- Kandy District:-

1.

2.
5
4.
5.
6.
7.
8

9.

Kandy Multi-purpose Co-operative Society Union,
Kandy District Co-operative Union,

Denuwara MPCS Union,

Toldeniya MPCS Union,

Udadumbara MPCS Union,

Minipe Colony ~ MPCS(2),

School of Co-operation,

Department of Agriculture - Research Centre and
Agricultural Extension Training Institute, and

Hewavisse MPCS.
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April 2-5:- Badulla Districts-

1. Udapalatha Co-operative Agricultural Production
and Sales Society - (Palugama activities),

2, Udukinda MPCS Union - (Welimada)
5. Uva Kandana UWPCS,

4, Bathmedilla MPCS, and

5. Mahapalatha MPCS - (RBandarawela).
April 6-7:~ Batticaloa District:-

1. Batticaloa MPCS Union,

2. Co-operative Provincial Bank,

3. Eastern Province Agricultural Co-operative Union,
(Commission Agent for Pergusen Tractors),

4, Koralaipattu MPCS Union, and
5. Bravurpattu MPCS Union,
April O~l1ll:- Amparai District:-

1., Gal Oya MPCS Union,

2. Gal Oya Colony Unit No.24 MPCS, and

3, 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 District:-

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 MAHA TOAN Repaynent Campaign)9

and

%3, Iroyagalla Co-operative Credit Society (Un-limited
liability).
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April 17: Kurunegala:- (Brief Visits only)
1. Visit to one Union (without notes),

2. Visit to ome 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 S~week's tour of the country. 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.

From 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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CHAPTER 1T

GEUERAL FoATURES OF THE NATIONAL 2CONOIMY

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. Geographically
and climatically spesking, the country could be divided into
two main regions, thc wet zone and dry zone by the effect of
the monsoons, The South-Western 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 wmillions 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 1is
engaged in agriculture, excluding the minors and wives of peasant
families who generally also make subsidiary contributions to farm
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% of the cultivated area of land falls within
this peasant sector which again holds over T70% of the total
population of the country. These peasants also cultivate by
far the largest part of the country acrcage 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 Rs 4,869 of which land
forms a substantial part, even though the extent of land owned
by peasants is small, being average under one acre. Only about
55% of the paddy acreage is owner-operated. The passing 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 pcople who have to
obtain about one third of their total consumption from 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 feitches, annually,
about 60-65% of the foreign exchange earnings of the country.
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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 1966/67, issued by the Ministry of Planning and
Economic Affairs on Budget Day, the overall target rate for
agriculture for the period, 1965 to 1971, was set on an annual
average compound rate of growth of 4.5%, to be achieved by a
rate of zrowth 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 2.5% 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%., 1t is envisaged that by 1970, Ceylon would be able to
maintain a steady rate of 5% of economic growth 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 1960, The average per capita income in 1967 reached
an amount of Rs 632 (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 ©0f the national economy. Food prod-
uction, especially, has shown the best response of the campaign.

A study of the behaviour of the growth of the G.¥.P. of
Ceylon it is obscrved that the principal determinant of the
gross domestic product is production for domestic use, which
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 consccutive balance of payments deficits have resulted
in a lightening up of control of imports. The increasing
scarcity of imported goods has encouraged domestic production,



both of agricultural and manufactured coimodities, as substitution
of imports. The result naturally was an increase in proportion of
thie share in the gross national product of thosce commoditics pro-—
duced for domestic use.

S0 far as agricultural production is concerned, however,
the output is still far from adequate to meet the domestic demand.
As much as 40% of the valiuec of imports of Ceylon in a single vcer
still consists of food and drink, althouglh 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 agrecd that a significant expansion in
gross domestic product can 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 scctor producing mainly essential commodities and import
substitutes., In 1965, over a third of the industrial output
congsisted 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 affccted., 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 view of the factors prevailing in thce international
markets for traditicnal export commodities of Ceylon, it is
clear that further growth of the gross national product will
devolve increasingly on the import substitution scctors of
agricultural and light industrial manufactures. Perhaps it is
in these ficlds that the contribution of the co-operative
development to the obuilding of a viablc economy for Ceylon
would have significant cifect.

In Ceylon, as elsewhere, the primary objective of social
and economic development is the increasc of per capita recal income
and, therefore, higher standard of living for the population.
Immediately after World War II, the Ceylon Government has
commenced a serics of programs for accelerating capital invest-
ment and developmuent. On the attainment of the political
independence in 194, the Government ilmmediately launched
a 6-ycar (1947-5%) Program, much valuable work was done at
the initial stage of development. Successive projects of
development also brought significant results in the rehabilita-
tion of the cconomy. Useful superstruvctural and infrastructural
organizations of scrvices 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 ilmportant assets of a country is her
people. The available statistics shows that out of 11,700,000
people in 1967 in Ceylon, the working population amounts to
3,534,000, which is about 30% of the total with the rect as
dependents. In a country like Ceylon, one should cxpect that
greater proportion of the population might be 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 framework 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 with in trying to increase
her output with 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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CHAPTER IIT

THE CO-0PUiATIVE LIOVEMLNT AND ITS DEVILOPMENT

Co-opcrative movement in Ceylon has its history of over
half & ccentury. The first Co-operative Socilety Ordinance was
cnacted in 1912. Frow the start, the movement has been given
the task of promoting the social and ceconomic development of
the country. In ordcr to give relief to the peasante and
consumers, threc types of co-opcratives were then considered
to be of paramount importance:

1. The credit socicties which provide financing
services for productive purposes thereby free
the peasants from the grips of the private
money lender anc village shopkecpers;

2. The agricultural production and sales
societies which werce assigned to perform
the functions of marketing in order to
cnable the peasant-produccers to free
themselves from cxploitation by the
niddlegen-marketers and supplicrs; and

3. The co-opcrative stores socicites which
scll consumer goods and escsentials with
vetter and cheaper services 1o members
in competition with village shopkecpers.

It was therefore evident that the co-operative movement
came into being in Cecylon in order to furnish to the peasant
some relief from the monopolistic lender, buycr and suvpplicr
who have hitherto dominated the rural cconomic scene. How
successful have these co-opcratives been in serving their
members in the rehabilitation of their economic and social
well-being? Perhaps it would be best to conduct a brief
survey of the relative position of the co-operative sector
in the national cconomy 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.F. Ranjit Perera,
published in the Samupokarya in March, 1966 arc quoted for
refercnces—~



TABLE 1
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GROSS CO-OPERATIVE PRODUCT AND GROSS NATIONAI PRODUCT

COMFPARED s

1. Agriculture
(a) Bxport Crops:
(i) TEA
(ii) RUBBER
(iii) cocCoNUT
(b) Cash Crops:
(i) TOBACCO
(ii) PADDY
(iii) BRED ONIONS
(iv) OTHERS

s s

(v) ERRORS & OMMISSIONS

(c¢) Dairy Products
2. Fisheries

3. Industrics

(i) Cottage Industries
(ii) Pactory Industries

4, Services: (i) Commercial

(a) Wholesale

(b) Retail

—— —

(ii) Labour Construc-—

tional

(iii) Medical

Gross Co-opcrative Product
(G.C.2.)

Value of National Product
not dealt with

G.N,P, and G.C.P, as a %
of G.N.P.

1063-19647F
(A) (B)
G.C,P. G.N,F,
Rs. 000 Rs. 000
3,050 809,600
—_— 222,000
9,400 468,000
1,600 23,000
194,016 544,000
5,508~ (5,750)
6.668 L
1,000 616,000
555
451 137,000
40,397 121,000
— 647,000
555400—_ 754 000
46 ,000— ’
13,600 —
o 283 ——
b 3589192 Sron o g
—_— _— 2,769,340
_— —— 7,121,000

# Please refer to the original article.

A/B

0.04

2.00

7.00
28.00@
95.80

2.93
0.00%

30.84

10.80

5.10

@ Roughly about 60% of the paddy produccrs of the Island
arc members of AP & 5SS or multi-purpose societies.
Thus only 60% of the quantity handled through co-
operatives are taken to be a part of co-operative

product,

o
<



TABLE 2

EMPLOYHTHT 117 CO-0PLRATIVES

Persons

1. Bnmployees in Societies and Unions e 17,721

2. Mcmber Employecs

(1) Industrial

(a) Textile e 34,370
(b) Mat Weavers N 256
(¢) Coir Workers e 4,590
(d) Pottery e 2,074
(e) Carpentry  —eeeo 4,812
(f) Othcrs e 3,459
(1i) Constructional Labour Societics W =  comee 10,624

3. Self-employed supportced by Service Co-ops.

(i) Agricultural

(a) In Multi-purpose & C.A.P.S, 541,500

(b) In other Societics —wee— 17,866

(ii) Tishermen's Co-operatives 0 ceeeeee 5,699
Total o _~g2k7230

Total work forcc in the country (estimated) ‘Z:ECOyOOO

Thosec working in thc Co-opcerative
sector as a percentage of total work ]
force 15.%%

Frow the statistics, it appears that the co-operative
movement plays a significant yole in the non-export rural
agricultural scctor; whereas in the cxport 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, whilc in the service scctor the movemcnt
has a placec in commercial serviece, 1In Table 1, however, it
shows that thc gross co-operative product is only 5.1% of the
G.N.,P. This percentage is low when one considers the scope
and scale of devclopment of the movement in Ceylon. Weverthe-
less, this co-opecrative achievement 18 much more impressive
when compared with the same moveuncpt as developed in other
Asian countries,
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Again when we come to examine Table 2 with regard to
employment, we obtain the figures of pcople who wcre directly
or indirectly dependent upon the co-operative movement for their
livelihood. These people could be classified into three
categories, Viz.:i~

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

2. The member-workcrs of various kinds of productive
co-operatives, These member-workers are at the
same time employees as well as proprictors of
the socictics.

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

Numerically speaking, it also appears that the sectors
in which the co-operative movement plays a gignificant role
ares-

1. The cmployces of stores societies or retail
departments of multi-purposc co-opcratives,
that is to say, the distributive trade sectors

2. Member~employees of co-opecrative cottage
industries; and

3. Peasant-cperators utilizing the services of
agricultural co-operatives,

FProm employment point of view it is therefore cvident
that peasant agriculturce, cottage industries and distributive
trade arc the threc most important economic activities in which
the co-operative movement has engaged extensively.

Again, from Table 2, we note that 15.%% 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 picturc confirms the
popular belief that the co-operative movement in Ceylon largely
involves those persons who are economically weaker than those
outside the co-opcrative sector. The fact that most of the
co-operators are cither pcasants or cottage industrial workcrs
indicates that:the movement itself is strongly rural oriented
in naturc and scope. This clearly shows that the future
development of the co-operative movement in the context of
national social and cconomic 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
entertaincd,
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This conviction is even more re-~enforced when we realize
that nearly threc quarters of the population of Ceylon reside ian
rural areas, Agricultural development has, thorefore, becn given
a prominent place in the planning for national development. It
has also been recognized that effective co-operative institutions
are cssential instruments for social and economic development,
cspecially in developing countries,

In Ceylon, the role which the co-operatives was to, play
had been clearly stated as carly 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 development
cfforts". Also in that Plan, a system of multi~-purpose co-
operative organizations was officially introducaed., It was
intended, according to the Plan, that, multi-purpose socicities
will

1. institutionalize all rural credit,

2. plan and execute a schene of agricultural
development,

5., undertake minor irrigation projects and
constructional works in the village,

4, organize agricultural marketing and
distributive trade,

5. promote industrics,

6. provide public utilitics,
7. cneurc full employment, end
8

. in othoer ways, make the village a closely
kit cconomic organization for the purpose
of cstablishing complete economic democracy
at the village level,

The idea of launching a centralized but diversified form
of co-opcrative organizations, as originated in the above mnentioned
Plan, was intended to aim at the catering of secrvices opecrated
through one single organization to meet the needs of the people.

It was hoped that with & new type of democratic, social and
economic institution to be operated at the village level would
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 proposea %to deal with this problem at
a later stagc of this report and devote the rest of this chapter
to describe bricfly the historical development of the co-operative
movement in Ceylon in order to give us a general picture of the
whole situation leading up to the repent development.

*(Re: The Agricultural Plan, 1958, Gowernment of Ceylon)
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As stated earlier the first Co-operative Societies
Ordinance was enacted in 1912, just beforec the advent of the
representative government. Co-operation, as a voluntary
organization, had been developed very slowly in Ceylon during
the British Rule. In thc mid-thirties of the present century,
with the recomaendation of the Donnanghmore Report, thc develop-—
ment of agriculture and rural economy began to attract the
attention of thc government. Conscquently, action was taken
towards the organization of co-operatives in the form of credit
societies, cspecially in rural arcas.

During the World War II, the Government launched a co-
opecrative scheme under which thousands of stores socicties were
set up throughout the country within a very short time in order
to ensure proper distribution of scarce essential foodstaff and
other commoditics wnder the emergency. Many of these societies,
however, went into liguidation once the immediate nccessity for
their existence disappeared after the War,

The cmergence of an independent nation has brought with an
increased attention paid by the public sector to the solution of
the problcms facing rural development. Therc were schemcs 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 and 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 with this development, rural handiecraft
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.

Onc intersting aspcct of development of the co-operative
movement in Ceylon was the discovery of the so-callcd link-up
system under which the co~-operativce societies specializing in
different functions join together in the operation of their
business activities with a scheme which would co-ordinate the
working of co-opcrative credit, consumer storcs and production
and sales socicties. This scheme enables credit societies,
stores societies and production and sales societies within an
area to link-up their activities without necessarily merging
with one another and losing their lcgal entities.. This link-up
scheme has worked successfully in certain areas, for example,
at Palugama wherce the writer had the privilege to visit. 1In
this particular area, there were in existen ¢ three types of
societies and the linking-up was found feasible and profitablc
to all conccrned. Few areas in Ceylon, howcver,have this same
condition in existence favourable to the adoption of such a |
scheme. Nevertheless, this ncw type of co-operative develop-
ment furnished sufficient proof to thc fact that socictics
specializing in different functions could bc made more
effective by joining-together multi-purposely in function
to serve the community as an instrument of rural development.
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In 1957, as mentioned ecarlier, the Government came to
realize tne viability of the linking-up practice and deliberately
formulated a scheme to encourage the establishment of multi-purpose
co--opcrative socictics as a new pattern for co-operative develop-
ment in Ceylon, Under this pattern, co-operatives were assigned
to perform various functions as required to meet the needs of the
mempers in one and the same society instead of establishing
specialized functional societies in the same area to serve the
same people, This schemc was accepted with enthusiasm by the
co-operative circles especially in the rural areags, According
to available record, it was noted that the multi-purpose co-
operative socichies grew so rapidly that within 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 ycars of the inception
of the scheme, representing 34.4% of the total number of
societies existing in Ceylon for that year.

The primary multli-purpose co-operative societies at the
village level are generally supported by secondary organizations
and government departments which together have contributed to 2
great extent to the ce¢ffective operation of the village unit
socicties, The Federation of the oo-operative societies of
Ceylon has also greatly assisted in the implementation of this
scheme by providing necessary scrvices to the member gocietics.
A1l Island Industrial Co-opérative Union, all Island Agricultural
Producers! Co-operative Union, and all Island Co-oporative
Consumers' Stores Socicty, all have helped in various ways
the efficient functioning 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
noverent in recent years has been the assignuent for it to
function as the principal instrument of rural rehabilitation
by mcans of the multi-purpose form of organizations. There
is already an established network of mulfi-purpose socicties
in all rural arcas so far visited by the writer. Though
implementation of the scheme and the conversion of other types
of eocieties into multi-purpose co-operatives have been carried
through quite smoothly, yet there have been problems arising out
of the course of transformation which will be discussed later.

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

GOVERNMENT DEPARTUENTS AND OTHER ORGANIZATIONS
CONCERNED WITH THE CO-OPERATIVE DEVELOPVDNT IN CEYLON

In Ceylon there is a Department of Co-operative Develop-
ment under the Ministry of Agriculture and Food, which is dircctly
responsible for the development of the co-operative movement and
administration of the laws pcritaining to co-operative socleties.

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 country.

For the purpose of this survey, the writcr has been
invited to visit the following organizations:-—

1.

2.

The Department of Agrarian Services,

The Department for Development of Agricultural
Marketing,

The Department of Agriculture,

The Department of Rural Development and Small
Industries, and

Other statutory bodies and apex co-operative
organizations, such as:

(A) The People's Bank,

(B) The Co-operative Wholesale Listablishment,

(C) A1l Ceylon Agricultural Producers' Co-
opcrative Union, Ltd., - Thce Central

Market,

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

(B) Cecylon Co-operative Industrial Union, Ltd.

1. DEPARTMENT OF AGRARTIAN SERVICES

The Department of Agrarian Scrvices which was esﬁablished
in October, 1957 was charged with the following functions:-

l.

2.

The implementation of the Paddy Tand Act
of 1958 and its subsequent amendiients;

The operation of the Guarantced l'rice Schgme
for specified agricultural products and rice
milling;
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3. The granting of loans to cultivators and
agricultural co-operatives for the production,
storage and marketing of agricultural crops and
livestocks

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;

6. The plamning and cxecution of minor irrvigation
works and the construction of irrigation wells
for food production purposes;

f. The exccution of the crop insurance scheme; and

8., Other relevant services, such as stated in the
Food Production Act, etc.

In all these fields, the operational activities of the

Department have been directly involved the performance of
the multi-purposc co-operative socictics and their unions.
In order to give us a clear view of the implications, a
brief account of the working of the funcitions of the
Department is given belows-

1.

Implcmention of the Paddy Tands Act:

The Government of Ceylon had in 1958 passced a law
for the protcecction 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 Develcpment
Proposals, 1966-70, which were Tormulated by the Ministry
of Agriculture and Food and published in Januvary, 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 dcvelopment program hase
its primary objective on the increasced domestic food
production for import substitution. The achievcment of
the targets of increased production for paddy and other
subsidiary food crops, such as chillies and onions, ¢tc.,
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 most cffective instrument
through which the extension services of the Department
could be directed,
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According to the plan, however, the implementation of
the Government's Agricultural Dovelopment Proposals, 1960~
70, at the village level devolved to a large extent on tho
Cultlvatlou Cormittees set up in each village in so far as
paddy production is conccrned. The Cormmittec was intended
to maintain closc relationship with the multiupurpob CO-
operative socictics existing in the villages and therefore
their harmonious collaboration of activitics could be vital
not only to the success of the co-operative enterprises,
but also to the effcctive performance of the activities of
the Committee. The nced to strengthen Cultivation Committo: .
was cvident and the Dcpartmcnt of Agrarian Services has fakui:
& concerted drive to makce these Committees effective villago-
level organizations,

It is a wise step, thereforc, to invite the multi--
purposc co--operatives in the area to make their roeprescn-
tations to the Committec and send their officers to attend
the Training Seminars organized by the Department of
Agrarian Services for the Cultivation Committece members
in order to underline the mutual undcrstanding of funcctione,

The Cultivation Committce has becn authorized to
collecct funds in the form of acreage levy payable by
cultivators. The bulk of the levy has so far been madc
through the Guaranteed Price Scheme purchascs undertakcen
by the multi-purpcse co-operatives acting as agents of
the Department's G.P.5. The funds collected under this
levy have becen uscd for the development of paddy cultiva-
tion in the arca on items such as the improvement of
irrigation facilities, the purchase and digtribution
of subsidized fertilizer among cultivators, the supply
of sced paddy and agro-chcmicals, the purchase of sprayc T
dusters, wecders, sceders and other agricultural implemcnts
for use by cultivators of the arca. In addition, the
cstablishment of demonstration plots and thce common
threshing floors, the fencing of paddy tracts and the
organlzatlon of ag gricultural oompotltlﬂn fairs together
with certain other sizable items of capital expcnditure
are also included. The Department has been taking cvery
effort to ensure that the Cultivation Committees conform
to their functions and give the desirced leadership at
village level for the successful implementation of the
Government policy.

The Operation of the Guaranteed Price Schemes:s

(A) PADDY

The Guarantced Price Scheme was initiated in 1948
following the conclusion of the operation of thc
Internal Purchase Scheme for paddy during the World
War II. The idea of launching a new Scheme was %o
stabilise paddy prices which were subject to wide
fluctuations and to step up the local production of
paddy in order to freec the country from heavy
depecndence on imports for its staple food.
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The Guaranteed Price Scheme was operated on a
voluntary basis whoereas the producer was frec to sell
his paddy either to Government through its agencics at
the fixed guaranteced price or to the free marxet at any
other pricc,

In 1961, thc Government passed an Act, entitlcd
the Agricultural Products (Guaranteed Prices and Control
of Hulling and Willing) Act, putting this Guaranteed
Price Scheme on a statutory basis instcad of on a purely
adninistrative measurc,

The existing procedure adopted to carry the
guarantced price to the producer is as followss-—

1. Preparation of Crop Register:

Every person whose name appears in the
Crop List is entitled to gell under the G.P.D.
the total crop shown against his name less nis
seed requirements only.,

2. Appointment of Purchasing agents:

About 4,500 co-opcrative societies, mostly
multi-purpose, functioned in 1967 as purchasing
agents under the G.P.S. and cach of them was
provided with a crop register relating to the
arca at the commenccment of cach purchasing
season. These agents are undcer statutory
obligation to purchase paddy from all pcrsons
whose names appear on the crop registers and
to pay them the full guaranteed price. In SO
doing, the co-operatives have performed a very
useful function for their members and the stato,

3, ourrcnder of paddy at G, P.S. stores:

From time to time paddy purchased by agent
socicties is delivered to the G.P.S. stores and
the societies are re-~imbursed both thc cost of
the paddy purchased as well as the expenditure
incurred on transport togethecr with the com-
mission of 50 cents per bushel to cover
managerial labour and handling costs. Many
societies have benefited from these incomcs.

4, Milling:

Paddy purchased under the G.P.S. is milled
into rice either at government or co-operative
rice mills or registercd private millers.

It was rcported that the comparatively
high guaranteed priccs of the past years,
along with other incentives, have at lcast
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 pricc for paddy, - higher than thc

frece market price, was that most marketablc
surplus was cventually sold to the Government.,
Hewever, in certain arcas visited by the writer
during his tour in April, 1968, there worc
privatc sales of paddy in the free market to

the millers, as the guarantced price fixed =t
that period for that particular arca was not
attractive to the producers or for other reagous
of collcction, transport and storage difficultics,

The reduction of the monthly rice ration from 2
measures por person to 1 omeasurce in the beginning of 1967
opcned a new phase in the operation of the G.P.S. The
paddy markcet was liberalized from its almost total
dependence on the G.P.S. supply and for the first time
since the price of paddy had been fixed at Rs 12/~ per
bushcl by Government, the opcn market price often went
up above the guarantecd price. Therefore, the agents
of the G.P.S, arc now being called upon to purchasc
paddy from producers in competition with the privatc
traders and millers., To many multi--purpose co-opecrative,
this is an entirely new situation of development which
they have to face if they still wish to enjoy the income
derived from the considerablc amount of service chargces
and commissions they have been receiving under the
G.P.5. as agents. No matter whether it is right or
wrong, it happens that many co-ocpcratives have been
dependent on the incomc from these sources for the
effective operation of their ordinary business, A
drastic cut of this rcvenue would inevitably jeopardizo
many socletics and thereforce a reoricentation of the
busincss policy of the co-operatives would be necessary.

On the other hand, the Department of Agrarian
Scrvices has been examining the orgenizations available
in the districts for the purchasc of paddy with a vicw
to remedying the difficulties involved. Some of the
positive steps have been taken as follows:e-

1. Purchasing agents

In ccrtain arcas, co-operative societics
functioning as purchasing agents arc ineffcc-
tive. OSteps have been taken, therefore, cither
to revive thesce ineffective societies or arrangce
with other societies in adjoining arcas to
establish purchasing points replacing the
former as agents.

2. Financing Socieites to purchase from producers
in cash

It has been discovered that if the socicties
are to compete effectively with private dcalcrs,
they should pay rcady cash to produccrs. For
this purpose, the societies have been given
marketing loans well ahcad in time from the
Peoplet's Bank, In addition, the People's Bank
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has been providing good socicties with rccords
of large scale purchases with moncy no sooner
than paddy is purchased by such societics
without waiting for the surrender of goods
rcceipts.

5. ZIransport

The storage capacity available to socictiosc
are generally very limited and if they are fTo 4o
continuous purchases, there must be regular
movements of paddy from socictics to G.P.S.
Stores. As societies may find it difficult to
get transport locally, the Department may, wherc
necessary, approve special rates for transport
by cart and tractor trailers, in addition to
lorrics., In this respect a better distribution
of storaging and milling network for paddy is
esscential in order to cope with the cffective
hbusiness operation of the society agents.,

4, Purchases on crop lists

Purchascs are to be made from anyonc and
will not be limited by crop lists. This opcens
the way for the societies,; on bchalf of the
Department, to go into the frce market and may
exert certain influence on gustaining a reason-
able price level beneficial to the paddy
gYOWEeTrS.,

The objective of all thcse measures has been to
cnsure that the G.P.S. is made ready to purchase paddy
from produccers when the market price scttles at Rs 12/—
per bushel. If the market pricc is above the official
fixed level, it is natural that producers will scll
outside the G.P.3., but the G.P.5. will ensure that no
produccr will get less than Rs 12/- per bushel as
guaranteed under the Scheme.

SUBSIDIARY FOOD CROPS

With the inauguration of the Guaranteed Price
Scheme, scveral agricultural products other than paddy
have been brought under the said Scheme, The primary
objective has been to stimulate domestic production by
the adoption of price supporting mcasurcs for thce vast
number of farmers who supplemcnted their income from
certain types of cultivation such as maize, kurakkan,
sorgham, mustard and gingelly, ctc., produccd in the
dry zonc., Similarly, import substitution as a means
of saving foreocign exchange was also responsible for
the scelection of crops like chillies, red onions and
pulses, etc. The G.P.S. has already covered 19 itoms
of foodstaffs under its protective umbrella and to
certain extent the multi-purpose co-opecrative havc
been instrumental to the effective functioning of the
Schemes.
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Agricultural Credit:

In Ceylon, from 1947 to 1956, the granting of loans to
cultivetors and agricultural co-operatives for the production,
storage and marketing of agricultural crops and livestocks
was channeled through the co-opcerative agricultural produc-
tion and sales socictlies. The number of these socisties
was then only 955 with a totel membership of about 240,000
persons, In 1957, the multi-purpose co-operative system woso
vigorously recommncnded, combining both consumer and producc:
activities to be operated in more compact areas, This typc
of MPCS has cver since replaced, more or less, the above
mentioned type of CAP & S Socicties. The number of multi-
purpose co-operatives rosc to 5,053 in 1965 with a total
membership of 863%,74%. Government funds have been channclcd
to these societies through the agency of government depart-
ments.

Since 1957 the Department of Agrarian Scrvices has
handled agricultural credit as one of its functions. In
order to be qualified for loans the Tfollowing conditions
have to be obscrved:-

1. A farmer is obliged to become 2 member of
the co-operative society by purchasing at
least one share, The value of a multi-
purposc co-—opcrative 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 ie essential to
maintain his eligibility for receiving
further loans.

3. TIailure to repay loans taken earlier by
the duc date would render a member dis-
gualified for getting further credit from
his society.

4, Thce moximum credit limit for a member was
fixed at five times his share holding and,
ag most members had only one sharce in his
soclety, the maximum credit limit of an
individual farmer was gencrally limited
to Rs 250/~, This condition of loan advances
is, in fact, not realistic in the sensc that
consideration has not been given to the actual
needs of the farmers and their personal
character etc.,, and thereforc, there arc
cascs where this limit has been ignored.
Even those who failed to repay their loans
have been given further credit under special
circumstances,



- 26 —

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, Food and Co-
operatives, This committee recommended 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 196% 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
increascd 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 196% was
operated by a Government 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 purposc of financing the co-operative
movenent and the provision of rural credit, the committee,
therefore, reccommended that credit which hitherto grantecd
directly by the Department of Agrarian Secrvices 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 recommendationsc-

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 made to
cultivator under this scheme at a maximum rate
of interest of 12% per year;

2. All outstanding and unrepaid loans issucd prior
to 1958/59 which were given to co-operative
agricultural production and sales societies
should be written off. The bulk of these loans
were in fact given to C.A.P. and S. Socicties
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 arcas
where there was a total or partial crop failure were
also to be written off, The Agrarian Services
Department could determine, in consultation with
the Agriculture Department, the seasons and areas
to which these write-offs should applys

4. When the Banking system takes over the granting of
agriculiural 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 whose repayment
under the new scheme for the first three years of
its operation werc satisfactorys

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

7. All loans to societies will be supplied on the basgis
of a village production plan prepared by the Food
Production overseer in consultation with each
Cultivation Committee in the area of the society.

A greater degree of supervision over the use of
loans will be exercised under 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 bc approved before
the commencement of the cultivation season.

The writer was given to understand that the Governmment hags
put this proposal into cperation from Maha 1967/68 onwards and
during his tour in the districts in March/April, 1968 campaigns
for repayment of the loans advanced under the new system were
launched by the departments concerned through the MPCS organiza-
tions. It is to be noted that agricultural credit is a component
part of the Agricultural Development Proposals, 1965-70.
Evidently, MPCS have an important role to play in the effcctive
utilization of the credit made available by the Government., In
this connection, village cultivation committees, extension
officers, food production oversecers 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 formulated
and supcrvised, the problems facing the societies and their
members with regard to agricultural credit would not be solved
easily and satisfactorily. Further comments would be enumeratcd
in the concluding chapter of this report.
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Subsidy Scheme for Paddy Fertilizer:

Paddy cultivators arc supplicd with inorganic fertilizor
by the Government through the Department of Agrarian Servicos
under a subsidy scheme in two levels: under 50% subsidy =nd
under 3334% subsidy, respcctively. Co-operative societies,
cultivation committees, and individual cultivators singly
or in groups are cntitled to purchase fertilizer at 50%
subsidy by pre-payment of the balance 50% in cash. Whereas
co-operative socicties arc also entitled to purchase their
requirecments of fertilizer initially on loan at 3%3% subsidy
and get such subsidy and loan converted to the 50% subsidy
and cash purchases provided 50% of the valuc is paid to the
Department of Agrarian Services within 45 days from date of
purchase,

Co~-operative socicties 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 dircct payment
of balance 50% in cash, without going through the cultiva-
tion committee 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
hags 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 committeces are not business organizations 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 thce figures showing the quantity of ferti-
lizer issued under the subsidy scheme since 1950/51 up to
1965/66, we discover that the lowest figurc was 791 tons
sold in 1950/51 with an increased amount of issue each ycar
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 wecll below the target sect for
that year., One of the major contributory factors for the
low consumption of paddy fertilizer was said to be the
inadequacy of the number of supply points from where
fertilizer is made available tc the cultivators. In order
to remedy this situation, co-operative societics and culti-
vation committces have been cncouraged to put up village
fertilizcer stores. At the same time private authorized
distributors, in areas where cultivation committees or
co-operative societies are incffective, have been urged
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to take up the distribution of fertilizer., This shows that
there is room for improvement of the working conditions of

the village multi-purpose co-operative socicties and their

unions.

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

The Ceylon Fertiliger Corporation which is the sole
supplier of fertilizer to the Department of Agrarian
Services also had its program for the construction of
District Stores. With the completion of the district
level stores as well as village level stores, it is hoped
that there would be adequacy in thce distribution line of
fertilizer in the whole country, as shown in the following
diagram:

(A) EXISTING CHANNEL OF FERTILIZER TRADE

1. Ce¢ylon Fertilizer Corporation
75 Storcs (Divisional level)

2. Department of Agrarian Scrvices
District Stores (District level)

3, Co-operative Sociectics e
Cultivation Comuittee ' iilage level)

-~ Private dealers in fertilizer
(supplementary to Item 3)

(B) PROPOSED KE-ORGANIZED CHANNEL FOR THE
DISTRIBUTION OF FERTILIZER TN CEYLON

Ceylon Fertilizer Corporation

L
175 Stores! (Divisional Level)

N
Department of Agrarian Secrvices
or
MPCS Uniocns District Stores
(District Level)

Multi-purpose Co-operatives
Village Storcs
(Village Level)
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The Crop Insurance Scheme:

The Crop Insurance Scheme in Ceylon wag first intro-
duced as a pilot project during the 1958/59 which was
initially limitcd to cover about 28,000 acres of paddy in
specially sclected areas for an experimental period of Tour
years, in order to gain sufficient experience and knowlcdge,
as well as to test farmer reaction, beforc considering its
extension to other areas.

Commencing from the 1962/6%, the Government decided to
gradually extend the Scheme to cover the cntire paddy acro-
age in Ceylon. The necessary legislative authority for thc
operation of the Scheme was provided by the Crop Insurance
Act of 1961,

The Department of Agrarian Services is responsible for
the administration of thce Scheme under the direction of the
Minister of Agriculture and PFcod. Cultivation Committec sct
up under the Paddy Lands Act, and in other cases nmulti-
purposes co-operative societies have been appointed as
insurance agents at the field level, Crop insurance is
compulsory in the arecas specified by the Minister and hence
all pcrsons having any intercst on land within such arcas
arc automatically under the Scheme., Both owners and culti-
vators are included and therefore premium as well as indem-
nity arc based according to their respective shares of tho
CTrop.

The causes against which insurancc protection is
oifered are:
1. lack of water,
2. drought,
3. excessive water,
4, floods,
5. plant diseascs,
6. insect infectations,
7. wild boar,
8., wild elephant, and
9. approved methods of farming.
In the case of crop failure, farmers arc indemnificd
to a maximum of 50% of the valuc of their crop. The cover-

ages offered at present vary from Rs 100/- to Rs 180/- per
acre, according to the risk and productivity of the arca,

In order to provide an incentive to farmers to adopt
special farming practices, a higher coverage is offered to
those who adopt such practices, at the same premium ratc.
These gpecial farming practices are:-

l. 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 premium rate charged to the farmer at prescnt is
os low as Rs 6/- per acrc. Thig is made possible by thc
Government providing a subsidy in keccping with the policy
that the rate charged to the farmer should not be beyond
his paying capacity. The farmers arc allowed the con-
cession to pay premium after harvest. Premium is paid
cither in cash to the cultivation committcece or in the form
of paddy to multi-purpose co-operative societies when
deliveries arc 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 cxperience shows that the overall position of
premium collections has been far from satisfactory.
Farmer's reaction tends to show that, variable rates of
premiums according to the risks and higher coverages in
relation to productivity including a greater incentive to
thosc participants adopting improved methods of cultivation
arc desirablc,

The present Scheme is based on a subsidy from the
Government. It has becn in operation in certain selccted
arcas, covcring 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 becn amply demonstratcd by
countries like the U.S,A. and Japan which have had crop
insurance programs for a number of years, Tn 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 committces would
prove 1o bc essential in the implementation of such a
Schemnc,

Minor Irrigation Works

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

Before the commencement of a financial year a Priority
List of Minor Irrigation Works to be undertaken for the year
is preparcd by the Assistant Commissioner of the District,
After the Priority List is approved by the District Agri-
cultural Committce, the technical staff working undcr the
Assistant Commissioner are entrusted with the task of
preparing Estimates and Plans.
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Once Plans and Bstimates in respect of a Minor Irriga-
tion Work have becn approved, the contract is, in the first
instance, offcred to the cultivation committce of the arca,
in terms of approved Government policy. If the cultivation
committce is preparcd to take it up, the work is centrusted
to 1t on an agrecment at 100% of the approved Estimete.

The work proceeds therefore under the supcervision of the
Village Cultivation Officer.

In instances where a cultivation cormittee does not
take up a Minor Irrigation Work, public tcnders are called
and the work cntrusted accordingly.

Before the final payment is made, the work has to ove
inspected by the Technical Assistant/Cultivation Super-
intendent and the Agsistant Commissioncr.

An cxamination of the financial provision for Minor
Irrigation Works and actual cxpcnditures during the past
few years has shown that funds have been amply provided
for this purpose, and in most cascs considerable surplus
has been recorded. It was mentioned that one of the major
difficulties be setting the Minor Irrigaticon Program has
been the difficulty of getting contractors. The cultivation
committee as well as private contractors have often failcd
in their assignments. Perhaps i1t is here that the multi~
purpose co-operatives or their unions could play their role
in taking up thesc construction works undcr labour contractis
instead of appealling the tenders or cultivation committces.

Another major problem has been in connection with the
mnaintcnance of irrigation system by the cultivators. The
lack of proper maintcnance has rcsulted in maintenance cosv
soaring high in the estimates, Cultivation committecs in
their capoacity as irrigation headmen are responsible for
getting the cultivators to perform their maintenance
services, Unfortunately, this obligation has not bcen
discharged satisfactorily. Therce are cases of scrious
silting damages occurrcd, and the writer has witnessed
this unhappy situation during his visit to the Colonization
Scheme areas. Perhaps an effective solution could be found
by inviting the multi-purpose co-operatives or their unions
to undertake the contract work and to collect the water
fees, thercby making it a party responsible to the main-
tcnance of the system by mobilizing the efforts of their
members of look after the works., As the socicties are
organizations of these cultivators who have direct benefit
under the irrigation scheme, therc is no rcason that thesc
pcople should not much concern with the proper maintenance
of thc system,

DEPARTMENT FOR DEVELOPMENT OF AGRICULTURAL MARKETING

This Department has been assigned the functions in formu-
lating schemes for plamned production and orderly markcting of
subsidiary commercial crops such as vegetables, fruits and
poultry industries etc.
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The Departuent has maintained the policy of the frce pur-
chase of vegetables particularly to cnsurc satisfactory prices
to the producers. Such purchases brought in morc producce than
could be handled through the rectail outlets of the Department
and the surplus was disposed of through the wholesale floors
of the All Ceylon Agricultural Producers' Union. When the
produce was too much to be handled even through the existing
floors of the Union, thc Department disposed of such purchasc
by engaging in dircct bulk sales to retail trades in the out-
stations. Such a measure is not neocessarily a good marketing
method. The established outlets for cxisting wholesale dealers
would naturally be affected., Nevertheless, as there is still
lack of direct link of producecr-consumer-socictiecs, and the
markcting activities of the Union concerned is still limited,
there is little that the Department could do otherwise.
Therefore, the answer 1s two-fold: morc wholesale floor =and
a more expeditious way of establishing contact between diff-rent
centres. The Government has recognized this need and has
accepted that the service can be most effectively performed
under a co-operative set up. PFunds have been relcasced to tho
All Ceylon Agricultural Produccrs' Union to strcamlinc its
marketing organization and management,

In practice floor priccs have bcen fixed by the Department
for different varieties and grades of fruits, vegetables and
cggs, etec. at the collecting centres or in the field and at
places of storing or processing., The determining factor in
fixing a floor pricc has been the capacity of the produce to
be kept off the market when supplics arc plentiful. Thus,
items that arc in the price list arc those that can eithcer
be kept in storage or processed at the factory.

The All Ceylon Agricultural Produccrs' Union had attcmptod
to undertake off season cultivation of vegetables at various
places of ccertain districts. The expericence that has becn
gained is that, c¢xcept for the wind-swept arcas of Wuwaras Eiivae
and Keppitipola, it 1s possible to cultivate vegetables cven
during the off scason provided irrigation facilitics can bo
found.

There 1s a Coentral Advisory Committee on marketing which
holds its monthly mcetings where questions relating to floor
prices, off scason cultivation, assistance to the Union and
Distribution Schemes for vegetables werce discussced and deter-
mincd. These are all aspects that tend to cvolve an orderly
marketing scheme, but nothing much has becen done towards this
end. The basic difficulty is thc absence of primary data, and
the usefulness of co-operative cfforts has not been tapped by
the parties concerned.

The Department maintains cold storage rooms at various
important points for storing surplus producc with a view to
maintaining stable prices as well as for processing. It
appcars, however, that member societies of the Union should
be encouraged to conduct direct sales at local markets and
centralized control should not bc over-cemphasized with
perishable commodities.
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Under the Agricultural Development Proposals, 1966-70, somc
of the Poultry Breeding Co-operative Societies were formed. Thoe
Department has extended its purchases Scheme to these socictics.
Also, the purchase of cggs in the area around Hegombo, Chilaw,
Hettipala through a nctwork of 95 multi-purpose co-operative
societies continued to operate. Besides, the private poultry
farmers too sold thelr cggs to the Department.

' The Department maintains a chain of 46 deparitmental shops
in addition to temporary stores opened during festival secasons
at certain areas. The bulk of commoditics sold were obtaincd
in Colombo through the Food Department and Co-operative Whole-
sale Establishment. The Department runs restaurants as well as
kitchen and bakery for the supply of meals and bread, etc. The
Department also operates hospital supply service of raw pro-
visions, fruit canning and processing. It maintains transport
vehicles in collaboration with the flecet of lorries provided by
the All Ceylon Agricultural Producers! Co-operative Societies
Union for services to case thc position relating to the shifting
of agricultural producc. It was claimed that this Department
has been working in close liaison with the Departments and
organizations comnected with the production and marketing of
food items, such as Departments of Agriculture, Food and Co-
operative Devclopment, River Valleys Development Board, the
Uda Walawe Scheme, etc, Still, it is difficult to see while
taking note of the meager amount of busincss turnover of this
particular establishment, how the existence of such @ Depart-
ment is nccessary if co-operatives, especially, thc multi-
purposc co-operatives and their unions could have been adopted
to opcrate the functions as enumerated carlicr,

THE DEPARTHENT OF AGRICULTURE:

The activities of the Department of Agriculture fall under
the following categoriess-

1. Research,

2. Production,

5. Extension and education,
4, Enginecring, and

5. Botanic gardens.

I. XESTARCH:

Its research activities cover the brceding and testing
for improved varieties of rice, chilli, pasture grass,
pasturc legumes and vegctables, as well as tobacco, cocoa
and potato crops. It also conducts research on the appli-
cation of weedicides, pesticides for plant protection and
fertiligers trials, for testing their relative efficiecncy
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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PRODUCTTION ¢

The production activities of the Department chicfly
concern with the managcment of the Government farms, ond
issues of planting material and breeding stock to parti-
cipating farmecrs.

EXTENSION AND BDUCATION

The extension effort of the Department has been mainly
devoted towards increasing the production of rice through
the use of improved seed, proper fertilizer mixtures and
suitable agro-chemicals to control pests, discases and
weeds, These activities had been undertaken to cover a2
total cultivated area of over one million acrcs in 1965/66
Maha season and well over half a million acres in Yala,
1966, Other activities contained improved mcthods of paddy
cultivation, distribution of sced paddy, issuc of fertilizcr
and agro-chemicals for paddy production.

The production of subsidiary food crops such as chilli,
maize, onions, ground nuts, ctc, was also stepped up throusl
the extension services of the Department., Most of thesc
products arc 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 were also donc
through the Extension Services of the Department. There
is a national Poultry Project in which 57 co-operative
poultry societies arc functioning within Colombo and
Kalutara Districts. Loans have been released to the
nember-breeders. Besides, animal husbandry and veterinary
services have becn rendered by the Extension Service,

Very little has been said about co-operative efforts which
should occupy a promincnt place in extcnsion servicces.

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 Farmers! Clubs arc quite numerous in Ceylon
with their affiliation to the National Council.

ENGINEERING:

Engineering work of the Department covers repalr work,
tractor services, implements production and construction,
etc.
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V. BOTANIC GARDENS:

For the sale of plants, seeds, etc. the Department
realized from the Botanic Gardens certain sums of moncy.

Improvement and maintenance werc made out of the Department
budget.

RURAT, DEVELOPMENT AND SMALL INDUSTRIES DEPARTMENT

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 sclf-help resources
to supplcment government assistance in the provision of a wide
variety of felt neceds of the pecople. This program has been
introduced into the village through government sponsored,
democratically constituted voluntary village organizations
known as Rural Development Societies. TLocal communities are
encouraged and gulded through these organizations to partici-
patc with government in the planning and execution of local
development projects. 1t is evident that the activities of
these societics, in order to be effective, must be closely
associated with the co-operative functioning in the rural
arcas,

A+t the end of 1966/67 financial year, there were 8,680
rural development socicties providing public amenities to
villages on self-help basis. Thc department supplements such
self-help effort of the people with the money grant which
seldom exceed 50% of the valuc of cach completed project.
Village roads, public wells and later in school buildings,
industrial centrey community halls and dispcnsaries are
examples of project-works undertaken by the societies with or
without the subsidy of the Department.

In 1966 the Govermment launched the so-called "one thou-
sand textile centre program". Large numbers of rural develop-
ment socicities and other voluntary organizations such as
commmnity centres, co-operative societies, youth leagues,
Samaja Sanwardana Societies, etc. voluntecred to undertake
the construction of these buildings on a self-help basis in
the form of free labour, frec 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 supplcmentary estimate for Rs 9,900,000 to meet the
capital costs and training expenses,

Besides, many rural development socicties participated in
a number of Shramadana Schemes, most of which have a direct
bearing on food cultivation. Thesc 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 activitics, such as savings canmpaigns, organizo-
tion and supcrvision of milk feeding centres, blood donations
campaigns and the scttlement of village disputces through con-
ciliation boards. To be sure, thesc activitices should in fact
constitute the important social functions of multi-purpose co-
operatives if they arc to serve the rcal nceds of the people

in the arca concerned.

The promoticn of small industrics has occupied a significant
role in-the Government development programs. It has been looked
upon as an cffective means of providing additional employment
opportunities and of conscrving foreign exchange through import
substitution opcrations. Chief measures adopted by the depart-
ment have compriscd vocational training, raw material supply,
design development, credit facilities, marketing assistance
and co-operative organization.

For administrativce purposes the Government has defined
small industries as those of craftman's hand industry, and thosc
with investment in plant and machinery excceding Rs 10,000 of
public sector only. (Wherecas, private sector small scalc
industries come under the purview of the Development Division
of the Ministry of Industrices and Fisheries). The establishment
of 1,000 handloom textile centres, the provision of morc facili-
ties to cottzge industrial workers to market their products
through the establishment of more Laksalas, the training of
toddy tappers, the sctting up of a needlework training centre
in every clectorate, ete. are the important steps 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 undoubtudly
that this industry offecrs employment opportunities to the rural
people, specially those young girls in rural areas, supple-
menting their family income. The putting-out type of home
industry might be cventually developed with the support of
MPCS and their unions. The multi-purposc co-operatives may
undertake to supply raw 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 scction of these societices. In fact somec of
the MPCS and their unions have already operatcd 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 projccts on textile
production to mcet the need of the country and rcalize one of
ite main objecctives.

With the C.W.B. 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 wcavers will, however, be given every assistance to
market their products through C.W.E., Multi-purposc Co-opera-
tives Laksalas and the private trade. It is hcre that the
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scope of co-opcrative for the development of textilce co-operative
enterprises should be carcfully planncd with the idea of
strengthening and cnlarging the scope of the activitics of the
MPCS and their Union to be assisted by C.W.E. under the re-
organization scheme mentioned clsewhere in this Report.

It is also to be noted that the Government has already
banncd the imports of many items of textilc 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
industrics 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 current annual volumc of 200 million
yards of textiles. There is, therefore, still a long way to
go to make thc country self-sufficient in the supply of
textile goods.

The creation of suitable machinery to undertake functions
of co-ordination of rcgulation for the textile industry as a
whole is a matter of great concern to the Government departmoentse
and co-operative circles. With regard to the powerloom textile
industry, thc department runs powerloom workshops in various
districts of the country, which produced different varietics
of textiles. The bulk of these textilc products were supplicd
to the Government Storc Department.

The weavers!'! Co-opcrative Unions and Socicties are also

" being assistcd by the department to sct up their own powerloom
workshops particularly in those areas where Government powerloom
woricshops are not being cstablished. Further cxtcension along
this line of dcvelopment on co-opcrative basis should be desir-
able, in particular, textilc sections of MPCS and their Unions
may go into this venture profitably with the assistancce of the
department. From thc figure obtained of local production of
textiles it is noted that the cottage and small scalc sector in
the textilc industry will continuc to play a major rolec.
Proposals regarding thc creation of suitable machinery to under-
take the planning, co-ordination and rcgulation of the various
major producing sectors of the textilc industry as a whole have
been put forward by some quartcrs. It is to be cxpeocted that
multi-purpose co-operatives could play their lcading part in
this devclopment,.

The Department has sponsored three co-operative coir
societics unions along the Southern coast districts with 108
primary colir workers socicities affiliated to them. The
Department provides financial and marketing assistance to this
industry chicfly through these co-operatives, Every year the
Department purchases colr yarn, coir rope and coir net bags
from these co-operatives for supply to Government departments.
The coir workshops sct up by the Decpartment also purchased coir
‘yarn from these societies for making coir mats and matting out
of this yarn for salc through Laksalas,
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The cxport market for Ceylon coir yarn has droppcd pro-
gressively in rccent years chiefly due to compctition from a
cheaper Indian product and the synthetic fibre. But the loss
in the export market has been partly compensatced for with the
expansion of thc domestic demand. The future of this industry
which a1t present provides more than 40,000 persons in cmployment
will depend to a large extent on the introduction of better
technigqucs of production including the mechanization of shopping
and weaving and the organigzation of stronger units of co-opoera-
tives perhaps with attachment to the MPCS Unions. The National
Industrial Co-opcrative Union has already established a rubborized
coir manufacturing factory which would open a new outlet not only
for coir yarn, but also for ecxport of the finished products.
There is a possibility that 211 these activitics could be made
part of the busincss functions of MPCS and their Unions. At
least the Union of industrial co-operatives should makc use of
the MPCS/Unions as their collecting ccntres of raw matcrials
and distributing agencies of their finished products. Venturcs
of a joint naturc should be worked out between the parties con-
cerned under the supervision and adviec of the rclevant depart-
ments and the Federation of co-operatives as well as the Pcople's
Bank of Ccylon.

The Department also conducts carpentry schools and neccdle-
work centres for the training of young men and women in these
vocations so that employment opportunities could be found for
them. Co-operatives have becen formed by these people and the
Department gcnerally provides both financial and marketing
assistance to these sociecties. It should not be too difficult
for the MPCS to participate in this work by setting up spccial
business scctione in their establishments to undertake this
kind of functions. The same could be applied to pottery and
other industrics which have bcen operated through tho co-
operatives.,

The growth of small industries is depcndent on the avail-
ability of ready markets for their products. The growing nct-
work of multi-purpose co-operatives and their unions should be
able to mect a large part of this demand. As an additional
mecasure of assistancc to small industries, all govcrnment
departments and statc corporations arec required to give pre-
fercnce to cottage.industrial products in obtaining their storc
requirements. It is intercsting to notc that with regard to
the co-operative development of small industries, the Departacnt
has a separatc division feor industrial co-operative developmcnt
under an Assistant Commissioner rclcased by the Department of
Co-operative Development together with certain number of
inspectors. This Division is in charge of thc organization,
supervision, and audit of the¢ co-operatives in the country
except thosc in cight districts which arc undcr the carec of
local residcnt Assistant Commissioncrs of the Co-opcrative
Development Department. This peculiar arrangement should be
avoided with a view to streamlining those services in order to
prevent confusion and irregularity of co-operative administration
and control.
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Industrial Societies (1966/1967)

No. of ‘ Textiles
- Soc. 542
membership 57431

14

96

923 5387

85 234
2575 4739

In Rupees (Thousand)

owned capit. 3954 51 188

borrowed 5971 4 72

capital

sales 25659 111 1543

“stock in 5283 8 67

trade

cost of 709 5 29

management

nett profit.  756. 3 20
Industrial

268 £02
33 175
451 2765
42 389
36 101

25 73

Co-operative Unions

No. of Unions

membershifp+

Paid up share capital
Working capital
Stock in trade
Purchases

Sales

Nett Profit

(

1965/1966)

Rs,
Rs.
Rs.,
Rs.
Rs-.

Rs.

.32

Mat Coir Pottery Carpentry Other

196

4030

173

616

883
305

105

Total
1162

76085

10570

-~ TLTL

31412
5994

[

Lo
WU

871

5493 (Bvidently was
open to other

393,222
14,975,174
6,906,668
45,385,294
52,044,333
1,1%6,124

types of

societies)
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CHAPTER V

THE DEVELOPMENT OF THE MULTI-PURPOSE
CO~OPERATIVE ORGANIZATIONS,

- A Record of Field Surveys -

In Ceylon, multi-purpose co-operative societies have been
assigned to provide common 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 undertake producers' activities under a collective enterprise
system where workers and employers are the members themselves.

(see:- P. E. Weeraman:~ The Role of the Co-operative Sector in the
Agricultural and Industrial Development of Ceylon. - People's Bank
Publication No.l).

As enumerated earlier, the nmulti-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
Parmers' 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 cxception. 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. ZEven so, their secondary and
tertiary organizations have been uniquely multi-purpose in nature
and scope. English C,W.5. is an example. Co-operatives, as economic
and social organizations for the people, of the peoplc 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 neecds are varied and diverse and therefore it is logical
to assume that the co-opcrative organizations, to be cffective and
useful, they should be fully equipped to cope with thesc servicing
problems. The case is more so0 in under-developed rural areas wherc
resources arc limited, and size of business is smell, and the
leadership is lacking.

The planners of the multi-purpose co-operative organizations
in Ceylon have envisaged that it is essential that the cntirety of =
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 shopkecepers throughout Asia who are generally well equipped
and prepared to serve their village customers as producers and
consumers by playing the role of financicrs, marketers and retailers,
in order to cope with the entire needs of the village community.
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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 MPCS 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 members-producers. The great pity was that
quite a number of thc 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 function
as if they had not been converted into MPCS. This practicc 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 feect. When the latter are properly
and effectively organized in their own co-operatives,

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

(A) PEOPLE'S BANK OF CEYLON

The People's Bank of Ceylon was established by an Act of
Parliament in 1961. This Act was enacted to repeal the Co-operativce
Pederal Bank of Ceylon, Ltd. (Financial Aid) Ordinance of 1947 and
to make consequential amendments to the Co-operative Socicties
Ordinance. Among the main objects of the newly created Bank arc
the development of the co-operative movement in gencral and the
promotion of agricultural credit and rural banking system in parti-
cular. This Bank also providecs 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 affiliatcd
rural banks attached to the multi-purposec co-opcrative socicties ox
their unions.

In carrying out its purposes the Bank may exercise various
powers including the following:-

(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 undecrtaking 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 tc those carried on and transacted
by the Bank of Ceylon under the Bank of Ceylon
Ordinance of 19383

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

(d) to provide technical assistancce to any person to
whom the Bank grants any loan or overdraft, and
to undertake or sponsor the training of persons
in assessing the value of land and thec credit
worthiness of 1loans, in assaying gold, in banking
and in financeg
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(e) to acquire, hold, take or give on lease or hire,
mortgage, pledge and sell or otherwisc 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
socicties or cultivation commititees or classes of other persons ns
hce may from time to time determine, In this case the Minister will
have to seek thce advice of the Board of Directors of the Bank beforc
any concession of this nature should be granted.

The general supecrvision, control and administration of the
affairs and business of the Bank are invested in the Board of
Directors of the Bank consisting thc following directors:-

(1) The Commissioner of Co-operative Development who
shall be the ex-officio director;

(2) Two directors appointed by the Minister;

(3) One director appointcd by the Minister for the
time being in charge of the subject of rural
developments

(4) One director appointed by the Minister of Financej; and

(5) Three directors appointed or elected as provided
by the Act.

The general body of the Bank consists of the Secretary to
the Treasury, the members of the Board and the persons clected by
co-operative societies which are shareholders of the Bank to re-
present such societies in that body., Thc number of persons who way
be elected by these co-operative societies and the procedurc to be
followed in the elcction of such persons are to be prcscribed by
regulations,

With regard to the share capital of the Bank, the Act pro-
vides that the sharc capital shall be Rs 6,000,000, to bc divided
into 120,000 shares of Rs 50 each, 60,000 fully-paid up shares
out of the Consolidated Fund 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 incrcased
from time to time by such amount as may be determined by resolution
of the House of Representatives.
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No sharcholder 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 valuc 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 Fund 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 moncy by requesting the Monetary
Board of the Central Bank of Ceylon to raise on its bchalf any sums
by the issue of debentures for granting medium-term and long-term
loans, subject to the provisions prescribed in the Act and regula-
tions made under the Act.

As mentioned at the outset, the Pcople's Bank in fact is thc
successor of the former Co-operative Federal Bank of Ceylon, Litd.,
which was dissolved under the Act and its assets and liabilities werc
transferred to the Peoplel!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 funds in, or
maintain any current or deposit account with any commercial bank
other than the Bankj; and no co-operative society shall, except
with the written approval of the Commissioncr 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 scciety to the Board, and if the Board, after con-
sidering such report, is of the opinion that action shall be taken
to dissolve and liguidate such co-operative society, the Board
shall rccommend such action to the Commissioner of Co-operative
Development,

Where the Bank grants any loan, overdraft or othcr accom-
modation to a co-opcrative society and thereafter the committee of
that co-operative society is dissolved under 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-
ablc 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 4th Annual Report which gives an
account 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 sctting up of 47 branches. While in the middlc

of 1967 a total of 69 branches were recorded. Through these
branches, the Bank has bcen able to serve practically the rural
areag of the whole Island. It was hinted that the successful
implementation of the Government's agricultural development programs
will to a large cxtent hinge, inter alia, on the banking facilitics
available to those engaged in agriculture.

As illustrated in its 1965 Annual Report, the total deposits
of the Bank as at 30th Scptember, 1965, stood at an amount of Rs
267,300,000 which was made up as follows:~

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

It was obsecrved that the savings deposits have recorded an increasc
of 43.8% over the previous year's figure while the current deposits
have increased by 2%. Fixed deposits, however, dropped by 22.8%.
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 cestablished, larger per-
centage had been lent to the co-operative sector, viz, 59% (Rs
188,000,000) as against 41% (Rs 1%6,600,000) to thc public and
private scctors,

According to its purpose, the Bank was callcd upon to scrve
a rural sector covering about 80% of the pcople of this country.
Although it was recorded that both big business and big industry
came of their own volition sceking the Bank's services, yet the
purpose and intent of the Bank should be preserved without reducing
its uscfulness and contribution to the cconomic betterment of the
small men,

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

The Bank has becen eager. to study the needs of the rural
arcas and to render such services as scen appropriate. For
instance, the inability of borrowers to find Income Tax payers as
guarantors and the weakncss 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, especcially with
regard to loans for the purposes of promoting agricultural pro-
duction and small industries. A novel feature of this experiment
has bcen to gear repayment to the period of marketing and to make
savings as a regular practicec.
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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 economi¢ 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, lct us take the first two years of business opcro-
tion of the Bank. Out of a total of Rs 118,800,000 outstanding
amount advanced to both the private and co-operative scctors, the
distribution classified by branches of economy and expressed by
percentages are as follows:-

Co-operative Sector (including 46,6%
farming and agriculture)

Housing 14,.5%
Business 11.8%
Redemption of Debt 11.5%
Agriculture To4%
Industries 3.9%
Farming 3.5%
Consumption 0.8%

The co~operatives have becn 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-opecratives.

The Bank also continued its policy of assisting co-operative
societies by granting marketing loans for the purchase of paddy ana,
thereafter of purchasing the Goods Receipts which in turn were pald
for by the Agrarian Services Department,

Of the privatc scctor, small industries especially thosc
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.

Onc of the significant contributions of the Bank has boen
the inauguration of the Rural Banking Scheme and the Extended
Scheme of Rural Credit with a view to assisting the development
of the rural cecconomy through the co-operative movement,

A Rural Bank is, in fact, thc banking and credit departmens
of a multi-purpose co-operative society established in the rural
areas, It mobilizcs local savings by accepting deposits from
members and non-members and it grants loans to members for specificd
purposes. In some caszs 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 functioning 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 socicties have
also been financed by the People's Bank for special production and
marketing activitics, such as poultry breeding and vegetable pro-
duction. The lending policies, as it was declared, have been
formulated in order to give the maximum assistance possible to
co~oOperative institutions.,

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

The private scctor with its wide range of activities in
agriculture and industry continucs 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 increasc 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 Rescrve Fund Rs 2,750,000/~
Special Reserve Fund Rs 5,000,000/~
Building Fund Rs 2,300,000/~
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RURAL BANKS SCHEME

In pursuancc of its policy of expansion of rural credit
through the medium of co-operatives, the Pcople's Bank has in-
augurated the Rural Banks Scheme. This Scheme is much wider in
scopc and functions than the programme of rural crecdit under the
existing Scheme of Extended Rural Credit, and it has much to do
with the activities of mnulti-purpose co-operative societies. The
objective 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 thesc
societies, as well as by conducting periodical inspections of thcir
operations thercafter. In collaboration with the Go-
operative Development Department, the People's Bank, through the
Scheme, helps societies in formulating and implementing plans of
gocial and economic development in their respective arcas,

In the selection of a society, primery 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 socicty:-

(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 thkern
from Government Departments or other institutions
should be satisfactory.

(4) Thc society should have been running at a profit.

(5) The socicty should have becn in cxistence for at
least 3 ycars at the time of selection.

(6) The society should have obtained or should obtain
Marketing Agrcements from all its members in terms
of By~law 44 of the By-laws of multi-purposc co-
operative soclieties,

Special consideration has been given to socicties which
have agencies under the Guarantced Price Scheme for the purchase
of paddy, and maintain consumer scctions in their business
operations,

Prior to thc operation of the Scheme a sclected society
was advised to make a number of preliminary arrangements, such as
neccssary 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-opcrative Socicty, Ltd.;
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(b) to authorize the General Committcéc to appoint a sub-
committee of 3 persons called "The Credit Committce",
and delegate to it among others, the specific function
of approving loans up to a maximum of Rs 500/- per
member, subject to the covering sanction of the
General Committecs

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

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

(e) to decide on the purposcs for which advances will be
granted undcer the Scheme, and the period of re-payment
for different purposes,

The General Committee of the socicty will have to resolve:-

(1) to opcn a special account in the name of the socicty
styled "Rural Bank", in thc ncarest Branch of the
Pcople'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
renewablce annually to be madc available on the aforc-
said "Rural Bank" Account; and

(%) to utilize the funds drawn from this account
cxclusively for the purposc of lending to members
under the Scheme and no transfers from this account
will be made to any other account of thc society.

A1l funds borrowcd by a Society for re-lending, whatever
the source, will be channcllced to members through its banking
department. These sources include:-

(a) The Pcoplc's Bank,
(b) Deposits of members and others, and

(c) Government Departments like the Agrarian Scrvices,
Fisheries and Rural Devclopment and Cottage
Industrics which lend to Socicties 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 miniaturc and therefore it should
be operated as an ordinary bank so far as its utilization of funds
is concerned, :
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All socictics are no doubt aware of the risks involved in
rural credit, A socicty's lending operations should thercefore be
based on an efficiently odrganized system of crcdit investigation
and supcrvision., Apart from merely safeguarding the funds advanccd,
raising standards of efficicncy and productivity should be among the
principal aims of credit policy. In this respect, therefore, somc
sort of "Supervised Credit" operations should be adopted. :

By-law 30 (8) of Multi-purpose Co-operative Socicties stipu~-
lates that a society should maintain economic notes on cvery 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 nccessary adjunct
of proper credit investigation,

The difficulty herc is the capability of the officers who
are responsible for carrying out this task of colleccting the correct
information and analysing the data for practical purposes. It was
stated that in asscssing o proposal for a loan, the member concerncd
should be called upon to furnish details of his assets and liabilitic
and thc information obtaincd should be verified by suitable inguirics
He should. be asked to provide the society with a plan of the work he
intends undecrtaking togcether with his estimates of expenditurc.

These should be carcfully examined by the Credit Manager and Credit
Committee members. Wherever nccessary on—-the-spot inspections
should be conducted by these officcrs, assessing crcdit worthiness
of the borrowcrs and ensuring their proper utilization of the loans.

In releasing the procceds of loans approved, further safe-
guards may be applied to censure that funds arc not wasted and are
utilized for the declared purposcs. It was even suggested that
wherever possible it would be prudent not to release the procceds
all at once, This involves supervision and Supervised Credit would
cost the socicty money. Supcervisionis not only for safeguarding
lending security beforc the loan is issued but also for tcchnical
assistance to be rendered after the lending by the extension officert
of Departments concerned for effective and profitable use of the
loan, This is cssential to ensure inter-decpartmental operational
approach of rural economic problcms,

Withregard to the release of procceds of the loan, it was
cited that there were cases where the most effective use of funds
can be achieved by relecasing the loan in instalments, stage by
stage. And before the release of each instalment the work alrcady
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.

i Another aspect of the insurance of proper utilization of
loans was that all loans nced 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 bc per-

mitted to moke credit purchases of thesc items from the consumcr

- Section of the multi-purpose socicties within fixed limits. Loans
-in kind can also be given for certain agricultural purposcs, e.g.
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items like fertilizers, implements and secds, cte, Certain services
also can be extended to members in like manner, e.g. a socicty may
own a tractor which can be hired to members on credit terms.

To raisc standards of efficiency and prcductivity has been
statcd as the principal aims of rural credit. This follows that
supcrvision of the technical aspects of loan proposals apart from
the purely financial nature would be necessary., The Officcrs and
Committee of the Rural Bank should,; therefore, develop the expertise
required to advise members on morc efficient and scientific methods
of cultivation, etc. Tecchnical supervision, however, would not bc
confined only to cultivation. In financing livestock farming, for
example, emphasis can be placed on improvement of breeds quality,
grass culturc, etc. The difficulty here is how could the Officcrs
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 rescarch
stations as well as other departments concerncd would collaborate
closely to offer materials and technical know-how needed for
improvements,

It is, therefore, impcrative that the Governmentmust rea-
lise thatunless 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 ficld of
agriculture would lose much of its usefulness, Financing should
go hand in hand with supervision, not orly in technical aspect
but also in managecrial field in order to rcealize 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 under the Scheme subject to certain restrictions as
foliows:—

A, Production: ©Food 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
housc and additions or alterations to 2
house. (Maximum Loan Limit, Rs, 2,500)

C. Debts: Redemption of loans obtainecd against
promissory notcs and pawned articles.
Redemption of properties under mortgages.
(Maximum Loan Limit, Rs 2,500)

C. Consumption: Provision of credit for the purchasc of
necessities. Loans for the purchase of
consumer durables likc household articles
and furnitures. (Maximum Loan Limit,

Rs 500)

.E. Emergencies: Agsistance to a member in the cvent of an
illness or a funeral in his family.,
(Maximum Loan Limit, Rs 200).
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For the present, a2 member will be centitled to credit
facilitics up to a maximum of Rs 3,000/- only. Members will have
to purchase sufficicnt shares in the society in terms of By-law
35(c) to qualify for these maximum limits and share payments and
should not be in arrcars.

Repayment programs have becn arranged by means of regular
instalments paid monthly, gquarterly, half-yearly or annuzally, based
on the income patterms of individual borrowcrs, subject to maximum
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 under this Scheme
with repayment arrangement extending morce than 5 years should be
approved by the ACCD and the gencral body of the society with
regard to security. Other provisions are:-

(1) Loans up to a maximum of Rs 500 may be granted purcly
on personal guaranteegs., At least two members of the
society who arc eligible to apply for loans themselves
should stand guarantce, '

(2) A member can stand guarantee for two loans only.

(3) Loans over Rs 500 shall be guarantecd only against
collateral securities.

(4) Loans, whatever the amount, where the recpayment
period exceeds 3 years, will also be granted only
against collateral securities.

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

Mobilization of rural savings is one of thc 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 shouid be required to maintain a Savings Account in the
books of the Rural Bank. Further, the proceeds of a loan grantod
to a member should, in the first instance, be credited to his
Saving Account and not paid out to him direct in cash.

Members should also be encouraged to deposit in their
accounts at least part of the cash received by them on the sale
of their producc to the society, 'in order to help create the
‘banking habit among members and keep the bank operating in full
scale, FRasy withdrawals 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 cach 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 mcan the provision by thc
society of multi-~-purposc in nature of markcting and warehousing
facilities, The ultimate aim of a society should be to provide
full marketing facilities and services for the producce of members,
whatever the variety.

Al]l monies recovercd as instalments should bce deposited at
lcast 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 1966, an "Extended Scheme of Rural Credit" Program was
implemented by the Pcople's Bank whereby loans may be granted to
co-operative socicties for re-lending to members for the purpose
of production, consumption, redemption of dcbts and housing,
supplementing the credit available from other sourcecs.

Primary co-operative societies, multi-purpose or otherwisc,
rccommended by the Co-operative Development Department will be
selected for the implementation of this Scheme, after an inspection
by the Pcople's Bank. Among other things, steps to be taken by a
socicty selected under this Scheme include the amcndments of certain
By-laws, The Committee of thc socicty should resolve:-

(i) to utilize the monies obtained from thc Bank for
implcmenting this Scheme only for the purpose of
granting loans to mcmbers,

(ii) to deposit without delay in the society's Special
Currcnt Account recoveries of moniecs from members
and to refrain from disposing of such monies in
any other manncr.

(iii) to refrain from transferring funds from this account
to any othcer Account of thce Sociecthy.

A resolution should be adoptcd to obtain overdraft facili-
ties from the People's Bank for re-~lcnding to members under this
Scheme, specifying the limits required.

A1l loans to be granted by the Society undcer this Scheme
require the approval of the General Committece of the Society.
It may, howeversy be difficult for the entire Committecce to meet
often and consider each application in detail, and the Bank
thercfore recommended the appointment of a Credlt Sub-Committee
which would fully examinc each application and prov1de the General
Conmittee with the necessary advice,

Loans may be granted to members for the following purposcs:

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 Scrvicces,
the Director of Rural Development and Small Industries and the
Fisheries Dcpartment, etc., advances under this Schecme may only
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pe granted for purposes other than uwnose=ror wnich credit 1S avall-
able from these Government Departments, TFor instance, loans may bc
granted to bring new lands under paddy cultivation and the applica-
tion of scientific methods to increase yields, provided that, crcdit
is not available for such schcmes from other sources. Loans grantced
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 thc cases of Consumption Loans, credit facilities are
to be extended to members for the purchase of consumer necessities.,
In societies which maintain consumer scctions, 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 thc Committec thinks should be given on credit, may
also be included under this heading. The repayment plan will depend
on the income pattern of cach member,

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

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

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

For illustration purpose, the current limits of loans to
members are shown as follows:-

(2) Maximum credit limit for Production Rs 2,500/-
purposes

(b) Maximum credit limit for Consumption Rs 500/~
purposcs

(c) Maximum credit limit for Construction Rs 2,500/~
of Houscs

(d) Maximum credit 1limit for Renovation Rs  500/-
of Houscs ,

(e) Maximum credit limit for Extension Re l,OOO/—
to Houses

(f) Maximum credit limit for Redemption Rs 2,500/~
of Debits -

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

(h) Maximum credit limit for Emergencies Rs  200/-
such as death and illness
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A member may obtain loans for more than one purposec. But
the total amount granted to him should not cxceed Rs 3,000/-.
Further, 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 rcpayment of their debts, their financial status, the plan
of the project to be undertaken, etec,

Procedure for the releasing of the approved loan has been
fully laid down in the Circular No. 16/66, (1966) which prescribes
various methods of recleasing 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 cither by borrowing member or his socicty.
Thus it would prevent 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
soclety, the matter beccomes rather complicated. Where a loan is
approved on the mortgage of immovable property, the society should
arrange to obtain a Report on title, A priority notice. form wust.
be signed by thec applicant and sent to the Lawyer together with
the title deeds and through all legal processes involved, This
also involves much cxpenditure and delay,

Again, with 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 excceds 3% ycars,
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. ILoan is to be repayable in monthly.
quarterly, half-yearly or yecarly 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. Wherever
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 will 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 will
be the responsibility of the Committec and the Sub-Committeec in
particular to ensure that the Rules and Procedures for the
successful implementation of this Scheme are strictly adhered to,
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Socicties, operating this Scheme, may be selccted By the Bank, in
consultation with the Co-operative and other Departments concerncd,
to implement special projects such as, vegetable and fruit culti-

vation, poultry farming, cotton growing, ctc. which are sponsorcd
by the Bank.

It is desirablc 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 cnable 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. Herec again, "Supervised Credit"
could play a2 useful role in the implementation of the Scheme,
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(B) THE CO-OPERATIVE WHOLESALE ESTABLISHMUNT

During the World War II, a network of over 3,000 co-operativ
stores societies were established in Ceylon mainly for the supply of
rationed rice and other essential commodities to consumers. The
Co-operative Wholesale Establishment was created 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., Iater in 1950, this C.W.E.
was transformed under an Act of Parliament into a Statutory Corpo-
ration, a state sponsored businecss organization under the Ministry
of Agriculture and Food with the following as its general objects:-

(a) to procure and supply the requirements of co-
operative societiecss

(b) to carry on business as exporters and importers
of, and as wholesale and retail dealers in, foods
of every description, (as amended in 1957):

(¢) to carry on any such othecr tradec or busincss
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 objectss; and

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

Originally the C.W.E. was set up primerily to supply goods
and services to the co-operative movement and was closely associated
with 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.BE, 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, however, 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.
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According to 1950 Act, advances to the Board
nave been made out of the Consolidated Pund as laid down in the
1950 Act. An initial sum of four million rupces for the purposcs
of defraying the preliminary cxpenses 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 thc Estab-
lishment was granted to the C.W,E. The sums paid to the Board
constitute a loan from the Government and shall be repayablc 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 rcquired for
carrying out the objects of the Establishment, and moy securce the
repayment of any sum by the mortgage of any property cf the
Establishment, .

The C@—operative Wholcsale Establishment Act was again
amended in 1966, giving the powers of the BEstablishment as to
include the following:- :

(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 cngage 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 Bection 2A).

(2) The directors of every such company referred to in
section 2A shall be citizens of Ccylon who shall
not be Members of the Scenate or the House of
Representatives,

(3) The Minister shall report to the House of.
Repregsentatives 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 decemed tc have
been approved unless specifically disapproved
by the House of Representatives within two
months of the date on which the information
was so recported.

As a result of foreign cexchange 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,W.B. was held respon-
8ible for the importation and distribution of several of these
- commodities.
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When the C.W,E, became the solc importer of certain commo-
dities it had to be recsponsible for supply of such commodities to
the private sector as well, Thus, the role of the C.W.E. as o
mere importer and supplier of goods to the Co-operative Sector has
considerably changed with the handling of the monopoly imports of
dricd fish, chillics, textiles, ctec. 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 1966, but at the same time the nature of this organization has
shifted away from purely an organization mainly for the co-operatives
to a semi-Government 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.W.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 scems 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 deveclopments 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.BE, (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 supcrvision of retail shops have the responsi-
bility of acting in fthe 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, consumcr preference, and other relevant info}mation
relating to their respective areas,

As already mentioned, the C.W.B. is a body corporate
established by an Act of Parliament. During the early years of
the C.W.E., it had incurrcd 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 accumulated 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 Govermment 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 dircct
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 - L

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

(b) appoint onc 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 has to conform to such policy as determined
by the Government from time to time.

_ On the Subject of the C.W.E.'s rclationship to the Co-
operative Movement, it has already been noted that the C.W.E. ..
had originally been creawed for the purpose of procuring and
supplying the requirements of co-operative societies. Despite
the expansior of the trading activities of the Establishment
and its limited responsibility to the private trade the relation-
ship to the Co-operative Secctor has not changed significantly.

The procurcment and supply of the requircments of the co-operative
socicties still remain & principal object of the Establishment.
The representatives of the Co-operative Federation of Ceylon on
the Board of Directors amd the requirement relating to the tabling
of an Annual Report before a meeting of co-operative represcente-
tives imply a special responsibility to the co-operative unions
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and socleties, The bu31ness 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 cohtrolled commodities to Co-operative Sector

has been accépted as a principal channel of distribution of such
commodltles.

T 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 each 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
Establishinent 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 1a1d 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 essentlal goods
throughout the country.

On the other hand, the C.W,E. rclationship 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 solely imported by
~the C.W.E., (excluding those which arc exclusively
~distributed through co—operatlve unions under the
rationing scheme;

(2) The role played by the C.W.E. in influencing the
Private Scctor 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
suppller of the Private Sector as, well. The wholesale distribution
scheme for 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,

 Where the C.W.E. 1mported commodities in competition with
the Private Sector the price and quality of the C.W.E. products
have an influence on the market both wholesale and retail provided
gquantities 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 fumction at the retail level
as check-stores preventing anti-sociai trade practices such as
hoarding, black-marketing etc.
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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 rectail
level has to be stressed. The public image of the C.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 degrec 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.W.E. to go into a
series of levels of distribution of commodities. Profit motive
and service may conflict in many ways, especially where there arc
networks of MPCS and their unions in existence, duplicating or
overlapping competition should be avoided and better co-ordination
should be necessary.,

Board of Directors with civil servants or political
appointces 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 municipalities) - should
turn into depots for the storing of commodities destined for
distribution to unions to their member societies. 1In 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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(C) ALL CEYLON AGRICULTURAL PRODUCER'S UNION

L .The Ceylon Agricultural Producer's Co-operative Sociecties
Union, Ltd, was registered in October, 1961. With a current
membership of 253 socicties, the Union represents about 18 thousand
cultivators mainly drawn from the societies in Badulla, Kandy,
Nuwara-Eliya, Matale and Gampaha areas.

_ This Union creraics Wholesale Marketing and collecting
centres in certain principal and distributing areas. There is a
Co-operative Central Market in Colombo which the Writer was given
the privilege of a briel 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 produccrs 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
decaling with arecanuts, while the export of fruits and flowers is
under consideration., DBesides, this Union has participated national
fajirs, suppliecd ecmpties, fertilizers, seed materials, insecticides,
pesticides, weedicides, etc. to the member-societies., More than a
dozen of 5 tonner, 2 tonner and 13 tonner transport vehicles have
been dcployed 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 1964/6%.
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
1962/6% 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 losscs in eleven months totalling over Rs 170,000 with
only a month with profits of Rs 1,83%.04 in October.

In 1966, it appears 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 ycaxr. The Union suffcered a loss of over Rs
25,000. There were also ups and downs in 1967, with profits
gained for 9 months of the year, and losses for thce other three
months.

According to the report it was 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 opcrations of the Union was concerned.
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This Unlon was governed by a lZ2-member Board of Management
and administered by a staff of 106 members at the time of the
writer's visit to that organization., There was an cxpansion scheme
of the Union which included the following items:-

(o) Transport:- toilncrease the number of vehicles for
' ‘both collection and delivery of vegetables which
‘would cost Rs 321,000.00,

"(B) Colombo Wholesale 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 fruits, 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 Government,

Besides, centres in other parts of the country 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 326,500.00. It was therefore envmsaged 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.



- 66 -

| THE NORTHERY DIVISTON AGRICULTURAL PRODUCEES'
__CO-OPEBATIVE UNION, LTD,

During the War, thc agricultural producers ofithe North
‘of Ceylon,.acting on their own spontaneously and voluntarily,
combined themsclves: together to secll their produce 301ntly on a
co-operative basis and to obtaln the highest possible price to
the producer by eliminating the middleman. Theése farmers formed
what came o be known as the Co-operative Agricultural Production
and'-Sales Socletles, Ltd. . These Societies that came ihto being in
the ‘rural areas of Jaffna becamc the life-line of food production
and distribution and also subserved the . PUrpose, of keeping the
cost of living low, T

- - The Governmcnt began to Gonceive 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 D1v131on Agrlcultural Producers Co~operative
-~Union, Ltd. was formed in.October, 194), consisting initially of
only -three C.A.P. and Sales Societies. Its membership grows year
by year and the area of operation now covers the Northern Province
and .Trincomalee District.. Iis, obgects were 1ntor alia:-=

(1) providing a means by which affiliated soc1et1oé
can cxpress thelr collective views;

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

(%) 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
sociceties and of the members of the affiliated
societies; and

(5) doing 211 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 Food Supplics for
all agricultural Products under the Guaranteed Price Schemec in the
area, 1t 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
memberss in addition, it has enlisted a Plantain Production and
Sales Societies which supplies large guantities of fruits weekly
to the Marketing Department for its contract distribution., Its
activities as a Union are in the best tradition of secondary
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co~operative activity by any standard. Its —othercontribution to
agricultural development was the establishment of a tractor station
with 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, ncarly Rs 10 lakhs turnover and accumulated
reserve of Rs 3 lakhs. These are impressive cnough 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-sufflclency of this item of food for the Island
with -more 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 fruits 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.

v Begides, 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 under the Guaranteed Price Schene,
Internal Purchasc 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
~t0 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 organlzatlon has become in cffect the agent of productlon .
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) finan01al a581stanoe on easy terms for various
purposes, o

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

(¢) 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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DOCIELIES UNION, LTR.:

. ¢he chlon Coconut Produccrs' Co—opcratlve Societies Unlop
Ltd waos, reglstercq in April, 1942, with its Office at Colombo. Its
membership consists of 19 soc1ct1es with a  share capltal amounting
to Rs 73,937.23 at the time of the writer's visit to that Union in
carly Narch 1968, The valuc of fixed assets of this Union, now--
ever, has reached the amount of Rs 737,175.59, consisting of land,
bulldlngs and machincery, ctc. Oout of thcse 19 member societies,
five own desiccated coconut and oil manufacturing mills.  These -
five societics have a total membership of 4,201 coconut producers
who altogether cultivate 34,481 acres of. land Their total share.
capital amount to Rs 736, 933 18, and the valuc of fixed assets,

Rs 1 756 ,345.45, rcspcctlvely.

: The Unlon 1tse1f owns three manufacturlng mllle, the total
cost of which amounts to Rs 601,025,06. In the past, the business
activities of the Union mainly concerncd with the exportatlon of
coconut products, which ha’l to be discontinued due to the deoline
of prices in international market and the 1ncrcase of demand in
domestlc marzets, - : e

Thercforc, the presenu bu81ness pollcy of the Unlon is to
cater for the ~oc'.) need of a2ll major coconut products, such as
fresh coconuts, coconut oil, and poonac, etc. and the present pro-
aduction _of the Uplon 5 own mills has been found just sufficient to
meet. thc local demand . .

. The Unloq has also started a factory to produce washing
soap.for which the second grade of coconut 0il is completely”
utilized., -This activity started with an output of 1,700 lbs of
soap- per month, and developed into. an average productlon of
26, 970 1lbs per, month at the present. This business has become
anb of - tne Unlon'“ major projects of its development

Coconut oil eold through the Union is distributed to all
the multi-purpose co-onecratives in bulk form as well as in small
containers of one pint bottles and 1, 4 and 5 gallon tins. The
dealing might be easicr for the Unlon if its distribution of oil
is to go to. 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
benefit: membcrs.. :

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 all
Ceylon Agricultural Producers' Societies Union, Central Market at
Colombo which has as its Manager seconded from the Co-operative
Devclopment Department. The merits or demerits. OL such a practice
is to bc dlscussed lattcr in this Report
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(E) CEYLON CO-OPERATIVE INDUSTRIES UNION, LTD.

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 increased to 36 multi-purpose
co-operative unions and 2 multi-purpose co-operative societies the
following year (1965), with three more unions seeking admission %o

membership.

Accordlng to the By-laws of this Union, the following are
its objects:-

(a)

()

(e)

to prov1de adV1sory services and other facilities to
member socicties to organize and carry on industries
either by themselves -or 1n partnershlp with other
persons; .
T b R N

to organize and carry on industries either by itself
or in partnership with other persons in order to
facilitate the operations of member societies,
provided that the Co-operative Commissioner's
prior approval is obtained before engaging in

any industry; and : o

to promote the development of industries accordiﬁg
to co-operative principles in the interest of member
societies or members. of member 5001etles.

In pursuance of its obaeots the Unlon shall have the power,
~in accordance with these By-laws and subject to the law. governing
Co—operatlve Societiesi~ e

(a)

(o)

(o)
(a)
(e)
(£)

(g)

to organize and opcrate schemes of thrift and
savings; to receive deposits; to issue debentures
and to take all such steps as may be necessary 1o
raise fundsj; .

to 1mport store and distribute all such raw
material, machinery and other things as may be
required by the Union or its member-societies;

to sfore, process and market the industrial products
of itself and its member-socicties;

to establish and operate factories, workshops,

stores and sales rooms;

to engage in research, publicity, cxtension and
the training of personnel;

to act as agents of the member~societies as
necessary;

to grant loans to member—societies;
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(h) to acquire, purchase, sell, hire, rent, let, lease
and mortgage land, bulldlngs, plant and mﬂchlﬂery
and to construct bulldlngs Install ‘medhinery, and
pledge. sccurity; ' A . ‘

(i) to transact business with non-members in so far as
is necessary to fa0111tate the operations of the
Unionj and

(j) to do.all that is necessaryy. 1n01dentalver cOndu01vo
. to thc attalnment of its objects,

. Evidently, these powers of the Union arce 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 1n
the field of establishing factories, workshops of its own, . y
these activities might lead the Union into the field of manufacturlng
and processing -geni-finished products for supply -to 'its member
societies for indusirial purposes, or simply for the manufacturing
of commodities for sale as consumer goods to the Community. There
is another point that overlapplng of business activities would
have to be avoided with the C.W.E. so far as imports of produotlon
requircments and the manufactorics are concerned,

With regard to the areas of operatlon 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 prodacts of the- member-5001etles.

Accordlng to the By-laws of thls Union, eligibility for
membership is made avdilable to the following 8001et1es which
agree to subscribe at least 5 shares of Rs 5,000 cach sharc and
paid up at least one full ‘share upon adm1551on.

(l) Any reglstered multi-~purpose co-operative soc1ety
or a Unlon of multi-purpose co-operatlve soc1ct1es,

(2):Any other registered co-operatlve soclety whlch is

" permitted by its By-laws to supply the requirements
of its members as primary produccrs Or ConsSumers,
or to engage in any form of industrial- productlon
or processing of primary produce, or to engage in
building construction, provided, however, “such
society has reccived the prior approval of the
Commissioner for the purpose of adm1331on as a

- member. »

The capital of the Union shall be composed of the
following:- - o ; : XD

(1) membership share subscription of Rs 5,000 per share
with at least 5 ‘shares.cach member - co—Operatlve
society;

(2) deposits;
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(3) moneys borrowed; .
(4) profits realized;

(5) moneys received or reaglized by any other means
approved by the Commissioner.

By the end of 1965 this Union had a paid-up capital of
Rs 424,000, an increase of Rs 189,000 over the figures for the ,
previous year, 1964. The Union may out of its net profit allocate
at least 5% to a Share Transfer Fund until it reaches an amount
equivalent to 75% of the share capital and may out of such Fund
purchase- shares of past members at rates not exceeding their face
value. ' v

The Union is managed by a Board of Directors,” The members: -
of thesBoard are elected(not more than 6 persons)by the General
Meceting and in-addition the Co~operative Cormmissioner nominates -
not more than three persons, ' -

‘According to the By-laws of this Union, the rebate of
dividends duc to members shall be calculated as follows:=-

After allocating sums out of the net profits to the Reserve:
Fund and any other fund as provided herein before and for the pay-
ment of any dividend and. bonus,. the remainder of the net profit
shall be allocated t0 each branch of activity of the Union in
proportion of the gross profit made in cach 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 nct 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 bc
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 lcoms in 20
decentralized factories of 48 power~looms each. In the meantime
the Government made inguiries 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 Writer'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 1n_operatlon for not so long before the writer
visited the factory in March, 1968. It was:found that the
different varieties of finished products have already been on the
market and the agents :appointed. Therc is a hope for healthy
development of this industry and-trade. The rubberized. .coir pro-
duct is @ cushing material suitable for usc as mattresses, up-.
holstéring of furmiture, car and bus seats, railway seats,. etc.
It has been proposed: to market this produot abroad in addltlon
to meeting the local demand, ,

This project is expected to have linking-up forward and
vackward to a number of subsidiary industries and employment,
One suych gsubsidiary. industry is the centrifyuging of rubber latex
which will be,a base for a number of indusiries, both small-scale
and large—scale with export potential, Bearing the trade mark.
by the name of "Ceyesta", mattresses have been sold to the agento
among whom'multi-purpose: co-operative- socletlee and their unions
have been the prominent ones, _

© Lastly’, this Union has employed a mechanical engineer who
undertakes several engineering services required by & nunber of
member-gocieties and' their unions at moderate rates. By way of
such services: the Union was able to earn a net income of Rs 4, 385 00
in 1965 and brought home closer tles with the member-societies
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(1) THE DEVELOPMENT OF MULTI-PURPOSE CO-OPERATIVES
.. ANURADHAPURA DISTRICT -

. THE GENERAL ECONOMY OF 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 1/9 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, Isldnd. During a good maha season about
40,000 acres are cultivable under major irrigation, 50,000 acres
under 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,. o ,

Most people engaged in paddy cultivation also cultivated
quite extensively some highland crops particularly rcferred to as
‘chena' cultivation. However, the main crops of this District
are paddy, maize, Thala and Kurakkan., = o o

These general facts point to some of the fundamental
problems facing the peasants in the Anuradhapura District. In
such a background, the cc-operative movement had to play a vital -
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 programmc of economic development - -
and rehabilitation. With the advert 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 co-operatives
was established to fulfil this tasks Though these societles were
voluntary in organization, actually they were organized to perform
the functions 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.



- 74 -

Agricultural Production .and.Sales Societies. They worc primarily
meand to promote agricultural-production by granting credit faci-
lities and assisting in the-marketing. of “the produce, To help the
peasants the Government put into operation an Internal Purchase
Scheme and the Agricultural Production and Sales Secieties were
made agents under this scheme. A floor price was fixed for vawious
agricultural produce. The principdl-objective of the organization
of the Agricultural Production and Sales Societies-was to promote
national economic¢ development through the increase of dgricﬁltural
production, - The¢ organization of various types of independent
s001eties.atfyglyageulevgl posed tremendous problems both to the
members and to the Government. There was lack. of co-~ordinated
effort by the societies for common specific purposc of improving

the rural cconomy of the .country, It is against this background

that the idea,gf’mu¥ti;pUrpose co~operatives was nurtured.

In71956, the Ministry of Agriculture and Food hinted a new
trend in the.co-operative movement. It wanted & dynamic movement .-
which would help the State to make Ceylon a self-sufficient economy.
The Ministry wanted the 'movement! to be the chief agency of the
country's rehabilitation and a dynamic instrument of ngtional o
development.. With this end in view the idea of introducing the:
mul ti-purpose co-operative scheme was mooted in Ceylon.. It was .
stated that when the idea was first introduced it was met with
mixed response from the co-operators. The multi-purpose co- .
operatives were to embrace all aspects of the ecconomic. activitics
of the village and if possible all aspects of the eccnomic and
social 1life as well., It was felt that the single purpose society
in the villages was weak; scparate single purpose socicties may
even work at cross-purposes to the detriment of the members. It
was argued that multi-purpose societies were better fitted 1o
make correct appraisals of the economic and social needs of the
members, and counteract the possiblc obstacles. It was further
felt that if “the co-operative society was to play its part in .
rural rchabilitation, there is nced for a State participation
and for this purpose one society in a certain area is better
“suited than scveral 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 prepondcrance of low
income groups, it descrves to some cxtent to bé given active
statc assistance. This assistance could best be rendered through
a single multi-purpose organization., It was Turther argued that

~ the cost, in terms of humen and material resources of organizing

“and menaging a single multi-purposé society would be much less

~-than that of running several single purpose societies, and the

~mobilization of capable persomnel to manage onc soclety in a
village or villages would be casier and double membership could
be avoided, ; ' R DR

“With these arguments the Ministry of Agriculture and. Food
launchéd a national campaign in 1956 to organize: multi-purpose
co-operative societies in the Island. The target was ‘that one
multi-purpose society should be organized in each villages.
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When the multi~purpose idea was first mooted,, thcre were
90 Thrift and Credit Socicties and 47 co-operative Agricultural
Production and Sales Socicties and 5% stores socicties in
Anuradhapura District. It was decided that the best soclcty in
each village area should be converted into a multi-purposc socicty
New multi-purpose socicties were 16 be organized in other placces ’
where no eligible societies were in existence.

As g start, large and well managed co-operative Agricultural
Production and sales societies were selected for conversion to
multi-purpose socicties. Thirty such socicties were sclected,
and were converted to multi-purpose societies with the arca of
operation reduced to one or two villages., However, some co-
operative agricultural production and sales societies embraced
a large area of operation running to about 10-15 villages. Thesc
socicties 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
somc cases had ensued difficulties and problems. In addition to
the 30 co-operative agricultural production and sales socicties,
13 well managed stores soecieties were also converted into multi-
purpose co-operative societies., All the liabilities and assets
of tnose original societies were passed on to the newly converted
multi-purpose societies, In addition to these conversions & large
number of new multi-purpose societies were also organized.
Altogether 288 multi-purposc societies were organized in this
District,

Out of a total of 288 sociecties, 30 societies were defunct
and the registration of another 21 societics 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 purchasc of the produce and thce supply
of agricultural inputs, fertilizer and agricultural cquipment %o
members. Most of thesc socicties undcertake the distribution of
textiles as well, while four socictics have extended their ficld
of activitics to embracc rural banking in the form of miniature
banks, geared to granting of loans, collecting of deposits and
also undertaking of pawn broking.

The capital of MPCS is generally obtained by (1) sale
of shares, (2) deposits, (3) loans, (4) accumulated reserves ond
etc., The value of a sharc is Rs 50/-, payable in 5 annual instal-
ments. The important sourcc of capital is by way of obtaining
loans. The movement is mainly financed by the Government Depart-
ments end 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
Pisheries, (3) Department of Rural Devclopment and Small
Tndustries,. (4) Department of Agrarian Scrvices, (5) Department
of Co-operative Development, (6) Department of Labour and etc.
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The multl—purpo e co-operative socicties have greatly helpad

the agricultural development in the country by providing facilitics
as enumerated below:-

~(1)'Supply'of production requisites, such as fertilizcrs,
improved sccds, pesticides, implements, cte,s

(2) Supply..of credit;

(3) Arrangements for marketing and other services to cnable
the farmers to obtain a reasonable price for their
marketable surplus; and

(4) Providing storage facilities for stooklng production
supplies and farm products,

The multi-purposc societies have also becen assigned to
bear considerablc responsibility in respect of the implementation
of the Five Year Agricultural Development Programmec of the Govern-
ment.

Pricc support for agriculture is a well known device all
over the world, This is widely practised in Ceylon to provide an
~incentive for incrcased production. The Guarantced Price.Scheme
in Ceylong datcs back to the yecar 1948 and was born out of the
Internal Purchase Scheme for paddy which was in opcration during
the Scecond World War, Under the guaranteed price scheme, the
multi-~purpose co~opcrative societics have been appointed as puir-
chasing agents by the Government. These societies purchase the
paddy producecd in the locality and is handed over to the Government
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 trans-—
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 10N

Cosf 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 ‘ . .lQ
- Administrative cost of the GPS .10
; Cost of a bushel of paddy fo Government  Rs. 16,00

The various steps in the operatlon of tho pqddy marketing
by the multi-purpose societices is shown in the following chart:-—
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The entry of the co-operatives into the marketing of
vegetables and fruits and other subsidiary foodstuffs is rather
rccent and scldom through the MPCS.

CONCLUDING REMARKS

Multi-purpose socicties now cover the greater part of
every administrative district, Some of these socicties have too
large while others too small an area of operation. There has
been no hard and fast rulc regarding the size of a society or
the 1limit of the arca of operation to a village. It has been
found from an analysis of results obtained in this District
that at lcast 400 mcmbers arc necessary for a MPCS while a total
of 800 consumers is a minimum requirecment for a stores section to
run cconomically. It was argucd that calculation based on these
assumpbions will be able to show how many of the MPCS are economi-
cally viable at present in Ceylon,

‘ In this district, 1t was stated, that the multi-purposc
co-operatives had played an important role in the implementation
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 sociecties have given Rs. 12,161,808.62 as (paddy
and subsidiary food crops) production loans to its members, and
they have distributed 5,260 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)
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INSPECTION NOTE: NO, 1

Kekirawa Multi-purpose Co-operative Sodiepies‘Union,»Ltd.

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.

Present Membership:~ 71 Multi-purpose Co-operative Societies,

- among them 10 arc defunct, (=14%).

Present Share Capital Rg 9,311.50. The value of a share is
Rs 500/~ and only 38 (=53.5%) member societies have fully ,
subscribed their shares,-while 33 (=46,5%) member societics
(inclusive of the ten defunct societies) are in arrears.

...0f the 38 member societies that have paid up the full value

of a share, 29 member societies have acquired more than one
share, The Union has purchased through its share transfer
fund Rs 650/~ worth of shares, '

‘Number of Rice Ration Books attached through: -

: - SR 9 Union _ _ ‘
52 M., P.C.5. - Retail Branches -~ :29 Private A,D,D, - TOTAL

49,514 - 16,718 - 8,436 - T4,668

History:- Representatives of ecleven Co-operative Stores
Societies of Kalagam Palatha held the inaugural meeting on
25.11.44 and decided to form a Union under the name, Kckirawa
Co-operative Sotes Societies Union, Ltd. which was intended
to be the centre for the supplics to the Primary Store's
societies that werc facing hardships in getting the bare
requirements during the Second World War., The Union obtaincd
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 the membership had risen
to Sixteen. The Union's *business had been restricted to the
Wholesale trade on rice, flour, and sugar, yet the Union had
made such progress financially that by 1955 the Union had
purchased a Lorry and by 1958 the Union had put up it's own
two~storeycd 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. L

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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Act1V1tles - The Union runs two wholesale depots, one at
Kekirawa -and the other at Andiyagala which was opened in
N&vember 1966. These two wholesalc dcpots handle rationed
foodstuffs and other commodities including textiles, groceries,

~hardware, kerosene oil and agro-chemicals., The Union also runs

a retail store in. lts main building.

The Unlon has been called upon to take up responsibilitics
to operate defunct primary multi-purpose societics as nced
arises and consequently the Union 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,

Management: - The original Management Committee consisted of
8 clected representatives of member socieities. With the
cxpansion of the area of operation in 1956 the strength 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 Meetlng held on 8.,11.67 consists of
1% members., However, since 1965 the President and the

Secretary were nominated by C.C.D. and R.C.S. and this

situation continued till the last Annual General Meeting.
At present the Committee of Management consists of 13
elected members and a nominated Secretcry.

The Unlon S staff consists of 51 permonient employees
and 12 temporary daily paid employees, Of the 51 permanent
employees 15 arc 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 1nternal check is belng malntalned in
the accounts sections C

The TUnion is faced with the shortage problem of store
accoémmodation in the present main building and with a vicw
to overcoming this, the Union has. ‘decided to put up.a two-
storeyed building .at a cost of Rs 250,000/-, The plan have
been approved by the Town Council and has to be submitted
for the Approval of A.C.C.D,  The Committek'is anxious to
have this building put up within this year, . The Union has

_been able to manage with its.own funds to date. However,
“with the starting of the construotlon of" the new. proposed

building the Union will require to obtainm: a Bank. overdraft.,
For purposes of 1llustratlon,‘the follow1ng tables are
introduced héreunder: - S _ ‘

S
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BATANCE SHEET AS ON 6.12.67

Liabilitics

Shares Rs
Statutory Reserve 1
Othcr Rescrve Fund 2
Balance Profit 1

Employces Deposits

59,311.50
67,946.75
90,946.60
01,912.77

510.32

Tender Deposits 82,00
Tronsport 4,184,110
Salaries 37.50
Interest on 2,969.84
Employces Securitics :
Rent 120,00
Employees Sccurities  47,814.3%4
Employeos Prov1dent 81 321,19 -
Fund
Employees Tradce Union A8, OO
Employee Credit Society  650.00
Sundry Crcditors 48,478.14
Dist., Union Contri- 6,539.34
bution _ »
Contribution Fund 1,8%9,3%4
801,211.73
Business handled and results:-
Purchases Rs.
Turnover
Transport
Gross Profit
Salarics

Insurance

Stationery and Prlntlng
Travelling

Sales Tax

Profit

Assets
Buildings 52,87L.0%
Lorries 22,130.,2%
Furniture & Fittings 28,417 .50
New Building 8,916.50
(initial expenses)
Rice Mill (initial® 2,614,057
expenseu)
People!s Bank Fixed 90,600.0C
Dcp051ts
Pcople'!'s Bank Saving 15,269,497
Deposits “ '
Pcople's Bank No,1 2,120.1
Co~o0p District Union 60,00
Shares ’
People's Bank Shares 28,600,000
Co~0p Industries 25,0C0.0C
Union Shares : ‘
‘Co-op Consumer Union 5,000,006
Shares -
Town Council Deposits 30.0C
Sundry Debtors - 65,437.60
Transport Suspense 26 ,047.80
Prepaid Expenses 34252440
Palagala Manure Store 2,29%3.10
Kekirawa Bank No,2 3,000.00
Balancc
Balancce Trade Stock 28%,499.21
Petty Cash Balance 833,90
Cash Balance 15,3%45,5%
Bank Balance 119,895,111
801,211.7%
1966 1967
5,172,589.58 5,535,912.08
5,417,908.49 5,63%1,288.83
114,450.84 135,200.77
123%,599.92 128,5%2.57
88,577.00 79,400.65
2,769,00 16,326.68
8,3%08,00 6,898.23
8,744 ,00 - 8,860.63
9,095.00 -10,063.79
- 2,830,22

2,452.,00
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INSPECTION NOTE: NO. 2

EPPAWALA MULTI-PURPOSE CO-OPERATIVE SOCIETY, ITD.

HISTORY OF THE ‘SOCIETY -

With the introduction of the multi-purpose co-oper%ulve
scheme in 1957, Eppawala Agricultural Production and Salcs Co-
operative Society, Ltd., was converted as Eppawala Multi-purposec
Co~-operative Society, Ltd. in 1958, A%t the time there was another
co~operative society at Eppawala, which was fthe Eppawala Co-opera-
tive Store Society Ltd. On 18, 11 58, a General Mceting 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 cffect 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 Salcs 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, Konwewa, Siyanbalewa (Upper And
Lower) and Amunukole Village only and the membership was reduccd
"to 148, The split resulted in the registration of Multi-purpose
Societies for other villages originally within the area of operation
of ‘the Agricultural Production and Sales Society., When Eliyadi-
vulwewa Multi-purpose Co-operative Society became defunct the area
of operation of the Eppawala Multi-purpose Socicety 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.

Membership:- The membership of the Socicty, since the conversion
~into a Multi-purpose Socilety is given below:

Membership at the time of conversion 148
Number of new members cnrolled 471
TOTAL IEIE

" Number of member left the socicty - 9
| Membership to date March, 1968 EEE

GENERAL AFFAIRS

Share Capltal at 30.11.67 was Rs 20,921/~. Out of the 610
members 49 were 5hare -~ defaulters. Action was taken to recover
the arrears.

During the visi% it was discovered that the annual audit
of the Society has been done up to 30.4.67 and the report has been
relcased to the Society. This means that auditing had been carried
out nearly onc year's lag behind,



Aftendence at the Annval General Mcctings and Special
General Mcetings as well as Committec Mcetings have been held in
accordancce 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 1960 this Presidcent was
clected to the Housc of Representatives of Ceylon Parliament,
for the Kalawewa Constituency. He has been the chairman of the
Eppawala Korale Village Council for over 25 years and devoted for
his social work in the area,

The Vice-Prcsident is an experienced cultivator with
special aptitude for the cultivation of paddy. He is a member
of the Lppawala Cultivation Committee and also takes a prominent
place in the social activities of the area, Other Committce
members are also cexperienced cultivotors. Among them are members
of the Peace Council, Cultivation Committee and Rural Development
Societies of the Areca.

Permanent staff of the Socicty is 17. The monthly salary
paid to them is Rs 2,360/-. Thcy arc all contributors to the
Employees Provident Fund 4% of their salary is paid to the fund
by the staff and €% by the Society., The amounts so collected is
remitted monthly to the Labour Department to be credited to the
fund,

The present General Manager was formerly the Manager of
Eppawala Co-~operative Stores Socicty Ltd. where he scrved for 8
years., With the canccllation of the registration of the Stores
Society he was appointed thé Assistant Manager of the consumer
section of the Multi-purposc Society, who took over the post as
General Manager, on the death of his predecessor, The writer was
told that the Genecral 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 1u
its strong Committeec but also in its capable staff-sct-up. '

I. ASSETS OF THE SOCIETY

(a) Coconut Estatc in Eppawala V.C, Rs 23%,141.50
(b) Buildings:‘ Vale Depreciated Valuc
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 4,764.5%
Vegetable Stores 450.00 202,05
Lavatory 272.3%0 94.58

TOTAL  Rs 5%,591.32 Rs 27,374,04
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(c) Vehicles:

Lorry Rs 20,333%,12 Rs 1,00
Tractor 18,884.,75 1.00
TOTAL Rs 39,217.87 Rs 2.00

(d) Purniturce & Fittings:

Rs 10,640.44 Rs 4,202,56

GRAND TOTAL Rs 54,720.10

(¢) Bank Decposits:

Pixed Deposits in People's Bank A'pura Rs 99,963%.89
Current Account " " o " Rs 50,000.00

II. BUSINESS SECTIONS MANAGED BY THE SOCIETY

A, Consumer Scction,

B. Agricultural Prodcue - Purchasc & Salc Section,
C. DSupply Scction - Agricultural Loans & Implements,
D. Rural Bank, and

E. Labour Contracts and Scrvice Section,

CONSUMER SECTION

This section deals in ricc, foodstuffs, ointment
goods and textiles., In addition to thesc articles the
Socicty does the wholesale of cement. The average sales
per month is Rs 65,000 approximately. Although there is
considerable difficulty in Jbtaining these consumer goods,
sufficient stocks are availablc for sale. There are 7,198
Rice Ration Books Receipt by the Society for the distri-
bution of rationing rice. Most of thesc Books belong to
the members,

Given below arc 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 busincss operations. Other
statistical data are also given in this note for the
same purposec,



YEAR

1.1.1959

30.4.59

- 1959/60

1960/61
1961/62
1962/63
1963/64
1964/65

- 1965/66

1966/67
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SHORTAGES 1IN

SATES GROSS PROFIT GOODS

Rs 191,912.31 Rs 5,127.37 Rs 1%.30
608.150.09 - 21,530.38 538.89
771,159.75 32,321,92 521,29
993,907.69 39,821.52 150.62
912,043.78 41,159.55 -
T74,217.38 30,148.64 -
824,720.39 31,828.60 1,147.10
836,178.81 28,941,48 1,758.34
765,214 .33 26,415.63 946 .10

Rs 257,331.09

ottt m g oot o fhany

Rs 5,065.64

It wos 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 scection.

Also,

there were difficulties in obtaining most of the consumer

goods required for the area,
further drop in sales,.

In 1966/67 therc was a
This was mainly due to the issuec

of rationcd rice free of charge in accordance with the
decision by the Government.

AGRICULTURAT PRODUCE = SATE-AND PURCHASE SECTION

Given below are the particulars of this section
gince the conversion into a Multi--purpose Society.

YEAR

1958/59
1959/60
1960/61
1961/62
1962/6%
1963/64
1964/65
1965/66
1966/67

TOTAL

SALES OF PADDY

SALES OF CHILLIES

BUSHELS VALUE CWT. VALUE
56,167 Rs  67%,641.30
9,779 117,048.75
41,532 44T ,074,42
44,732 534,757.00
38,053 44%,539,72
325518 388,091.38
30,044 356,254.85 - 5  Rs 1,203.70
29,322 347,332,362 506.25
40,628 482,393 ,64 2 525.50
322,773 Rs 3,800,133.40 9  Rs 2,262.45
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With the reduection of the rice-ration from 4 1lbs to
2 lbs per week per person, private traders have been pur-
chasing the paddy from the member-cultivators above the

 guarantced price paid by the Government 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
guarantee price this situation tended to reverse according-
ly. ‘

SUPPLY SECTION - AGRICULTURAL LOANIS AND IMPLEMENTS

e, s i e s i
et e ey

Q.
Members are supplied with seed paddy, fertilizers,
insecticides and implements either in cash or credit.
The particulars of Sales of such articles from 1958
~are given below: '
| S AGRICUL-
SALE OF TURAL
v INSRCTI-  TMPLE-
YEAR - SALE OF PADDY  SALE OF FERTILIZERS CIDES MENTS
Bushel -Value Lbs. Value Value Value
1958/59 508 Rs  §350.00  31.1.04 Rs  295.02 Rs  33%3.55
1959/60 - = 127.3.15  1693.18 579.78 Bs  97.52
1960/61 - - 97.0.00 14,285.37 720,00 - 8.50
1961/62 - - 124.2.18 1,554.90 2149.50 -
1962/6% 146  1897.63 200.3.14 2331.67 3899.65 112.83
1963/64 150 1950.00  327.2.11 4083, 70 6660.70 ~
1964/65 150 1846 .50  204.,1.01 2463 .26 3114,55 545 .60
1965/66 177 2227.05  290.1.05  3892.74 2840.55 88,00
1966767 300 3900.00 - 624.3.15  8277.56 5545 .50 -
TOTAL 1,431 18171.18 2070.2.27 25877.40 25649,78 825 .47

The following table shows the issue of Cultivation Loans
to the members as from 1958, These Loans have been issued
mainly from Credit. facilities offered by the Agrarian Service
Department, up. to.Yala/1967. Since Maha/1967/1968 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. .

l.  Loans issued from funds of the Society to the members:

Purﬁose

1958/59  1959/60  1960/61 = 1961/62

1962/63

Cultiva- Rs §882.00 Rs 21535.00 Rs 14500.00 Rs 15980.00 Rs 13048.50

tion:
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2. Loans issucd from credit facilities providcd by the Agrarian
Scrvices Department to members:

Purposc 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

. Sced Paddy 7,032,00  3,504.00 4,776 .00 9, 784,00

© .Wecding 225,00 ~ . . °1,350,00 6,375.00
Tronsplanting 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  9,874.0 22,800.55  34,742.67

3. PFollowing are the loans issued to members under the new credit
scheme from the Pecople's Bank for Maha, 1967/68,

Ploughing - - (In cash) Rs 23,3%61.25

Transplanting (" ) 8,262,50

Weeding ( " ) - 9,162,50

Fertilizers ( i ) 21,576.00 .

Sced Paddy = (" ) 8,926.00
| TOTATL Rs 71,288.25

The Maximum Credit Limit of the Socicty for-the
gear was fixed ot Rs 200,000/-.

D. RURAL BANK

This scction was inaugurated on 15,11.66, Up to this
time no credit facilities were provided for cultivation
purpose., Howevcr, on the advice of the Pcople's Bank the
Rural Bank has offered credit facilitics to mcmbers for the
following purposcs: '

(1) Construction of rcnovation of nouses for 16 members

(2) Redemption of loans and mortgages K 9 o
(3) Cultivation of Subsidiary £00d-CcTrops noo13 1
(4) Industrial purposes " 5 "
(5) Animal husbandry o 1 "
(6) Purchasc of small tractors (Hand) " 2 "

The total amount issued for thesc purposcs was Rs 81,000,
No member has defaulted in the rcpayment of loan instalments.
The interest charged on these loans was 9%. Only members were
entitled to these loans.
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Further, pawn-broking Loans are granted on the mortgage
of jewellery of members as well as non-members.

Savings Dcposits of the Bank up to 30.11.1966 was recordcd
as follows:—

134 Mcmber 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 been approved to the
Rural Bank of the Socicty out of which Rs 34,33%5,56 has bcen
drawn up to 30.11,66. A further sum of Rs 19,549,00 has been
invested in the Rural Bank by the Society.

LABOUR CONTRACTS AND SERVICE SECTION:

The Society has been registered in the public works
Department to do contracts up to Rs 200,000, So far the
Socicty has complcted the construction of school buildings,
roads and drains for local Govcernment bodiecs. Most of the
labour is providecd by the members of the Socicety and there
is a works—inspector of thc supervision of the construction, -
The Socicty's aim is to do a satisfactory service- for the
Community and it is not the intention of the Socicty to
make profits out of the contracts, :

’VThére is a lorry and a tractor belonging to the Socicty
and rendcring scrvices to members.,  These vechicles were
purchascd for Rs:18,884,75 and Rs 20,333.12, respectively.

The present deprecinted value of these two vechicles is
_Bs 12/-. o

] Although the Balancc Sheet valuc of the loory is 1/~ the
market value today is approximately Rs 40,000/-. The tractor
could feteh over Rs 5,000/- from a salc, in spite of the fact
that the Balancce Sheet figure is Rs 1/-. Thec salc of the
former tractor made a profit of Rs 5%096.68.

It is-to be noted that the Management.of the Socicty has
been ambitious and eager to cxtend its functions  to carry on
additional scrvices for thce Community. They hope to sct up
the following sections in the near futurc:

l. Textilc Weaving Scction

2. Paddy Milling Scction

%, An cxpandcd Tractor Service Scetion with five
gscts of small hand-handled tractors.



24

- 89 -

INSEPCTION NOTE: NO, 3

LABUNORUWA MULTI-PURPOSE CO-OPERATIVE
SOCIETY, LIMITED

History ‘of thc Society:-~ The Area of operation of this parti-
cular Socicty was part of the area originally covercd by the
Ullagalle Co-operative Agricultural Production and Sales
Society which was dissolved in 1958, Out-of 12 Socicties
which were formed after the dissolution of the former Socicty
onc was Labunoruwa M.P,C.S. This Society was rcgistered 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 with

ites ~ddress at Maradankadawela.

Occupation of the Members:~ All people rcsident in the arca
of operation in the: Labunoruwa Village are mcmbers of the
Co~operative Society. - Their main occupation is Agricultural.

‘They grow paddy dand highland crops. There are 58% acres of

paddy fields ‘and all of them have ecomc under cultivation
during the last Maho Season. The farmers get a very good
crop in this area when compared to other areas in the North
Central Province, A :

L

The Co-operative Society plays a very important part in
helping the members to improve their cconomy. Therc arc 193
families living in the area of operaticn, possessing 850

“ration books attached to the Co-operative Society.

1The;main functions of the Society aje as follows:-

(1) Supplying of consumer goods to members,
(2) Granting loans to members for Agricultural‘pruposes,

(3) Purchasing paddy -as an agént of the C.A.S.
Department, and

(4) Executing labour contracts.

General Affairs:- During the year 1967 the Society held @-”
genéeral mectings and the average.attendance at thesc mectings
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 Committce meetings
werce held and the average attendance was about 9.

The Committee elected were all farmers. Although not
highly cducated, they understood the responsibility cntrusted
to them. They supervised the work of the Manager, and went
through the books maintained by the Manager regularly. The
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INSPECTION NOTE: NO, 4

TIRAPPANE MULTI-PURPOSE CO-OPRRATIVE SOCIETY, LIMITED

History of the Societyf— This Society originally registered

‘as the Ulagalle Co-operative Agricultural Production and Sales

Socicty was set up in 1948, 'In 1957 when conversion novement
began the area of operation of the Ulagalle Co-operative

~Agricultural Production and Sales Society was divided into
12 M.P.C.S. Socicties and one of them was the Tirappanc

M., P.CeS. Its arca of operation is restricted to the following

villdges: Tirappane, Thodamaduwa, Wanan Maduwa and Ulagalle

in the Ulagalle Korale. Therc are 242 families in this area
»f operation and all the heads of these familics are nembors
¢f this Socicty. Thelr main cccupaticn is agricultural with

‘poddy cultivation as their prineipal erop. Therc arc 1,508
‘ration books attached to this Society. '

Functions of the Society are as follows:-
(1) Supplying consumer goods to thc members.

(2) Granting loans o' the members for Agricultural
production,

(3) Executing labour contracts.,

(4) Purchasing paddy as an agent of thc Agrarian
Service Department under the G.P.S3.

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 Committec Meetings were held.
The Attendancc were also very poor, At times the meetings

were 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 memberd were mostly uneducated and irresponsible
farmers of the arca. 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 Socicty. Consequently the
Society was unable to maintain the Consumer Section which
was at last handed over to-Keckirawa Co-operative Stores:
Union to be ran as a retail branch on 23.1,68,

The Society has appointed a Manager with Sccurity 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
23.1.1968, and it was found that a leakage of Rs 2,390,01"
had to be rccoverced from the Manager,  This is serious in’
consideration of his scale of salary in the Society. As on
illustration of business transacted by the Socicty, the
following data for the year 1966-~7 arc shown for refercnce.

Purchases ’ Sales
Consumer Gbods:— | -
1966 76,762.50 © " 82.225.00
1967 | - 73,382,92 - 72,143.00
~ Paddy:~ | ’. | |
1966 . 94,556.00 - 93,565.00
1967 L 53,784 ,00 ' 53,784.00
Manures: -
1966 _ 482,00 o 101.00
1967 _ 1%,017.000 . - 11,881.00
Loans Issuecd To Members:- |
, . : receoverics
1966 ’ 18,845,00 3,786,338
Profits:- ' ‘
. G:D: ;:G:L: ', ﬁ:Pz‘ .‘N:L:
1966 ©%,692,12 — 2,734.51 —

As mentioned earlicr the General Mceting of the Socicty
was very unsatisfactory. The Committec did not know the
responsibility and the powers vested on them. The Socicty
was run at a great loss with ex-Manager's leakagce of
Rs 2,3%90.01 unrecovered. The Committeec 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 Sdeiety was the weakness of the |
Committee and poor Management.  The following is the
Balance Sheet as on 1968.1.23. o ‘



Tiabilities

Shares
Rescrve Fund

Deposits

Security

G.A. Loans

Army

Marketing Co.
Security Interest
Member Deposits
Textilc Advance
C.A.S. Loans
Interest

Peoplets Bank Loan
Chilli Loans
Menure Loans
Textile Centre
Sundry Creditors
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' 14,789.85

9,308.54

3,005.50
3,767.75
1,582.81
2,995.00
422,36
379.%4
50.00
74,694 .65
15,254.29
38,557.50
5,125.00
12,110.,00
4,815.60
27185 004’

181,043 .23

Assets

Buildings
Fittings

~Investments

Sharcs

Deposits in Bank 1
11 it 7" 11

Sundry debetors

Member Loans

Textile Centre

Stocks

Cash in Bank

Cash in Hand

Loss

6,092,41
1,206.0%

1,235.00
2,205.24
508.37
20,002.26
120,829.59
5,944.3%
27095033
13,711.69
300.40
6,912.32

181,043.23
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INSPECTION NOTE: NO., 5

POONAWA MULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED

History of thc Society:~ This Society was registered on
26,8.43 and latter converted into M.P.C.S. A%t the time of-
registration the mcecmbership of the Society mumbercd 408,
with a Share Capital of Rs 452/-, Today, after converticn
the  membership has risen to 555 and the Share Capital,

Re 12,927.50, : : '

Buginess Management:~ This Society handled paddy only at the
start. Up to the year cnding 1.1,45 the Socicty had handled
15,566 bushels of paddy. However, the Socicty has now handled
29,551 bushels of paddy for one season alone. From 1945 onwards
the Socicty had started expanding its activities by introducing

~trade on textiles, sundry goods, manurc and insecticides, ctc.

The annual turnover of the Socicty at the starting ycar

“was Rs 155,664/- and the gross profit Rs 2,295/-, with a net

profit of Rs 822/-, However, with- the expansion ef the
business the turnover of the Society at the time had risen
up to nearly a million Hupees, but suffered a net loss of 2
few hundred Rupeces. 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, fcrtilizers
and insecticides, etc. Furthermore, this Society has granted
loans financed by the Pcople's Bank to the amount of

Rs 66,525/~ 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 derivced from the commission received
on sale of paddy undcr the G.P.S5. This Society also owns a
manure store, the capacity of which is 50 tons., This manurec
store has costed the Society Rs 5,600/- which was met from o
loan granted by Commissioner of Agrarien Services,

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

As on 28.,1.67 the Society had a balance profit of
Rs 11,482/-. However, thc Society has not yet decided on
any distribution of these profits amongst its members as
its main idea is %o expand the activities to a higher levcl
possible,

General View of the Society:- Most of the members of this
Society, i.e. about 80% have complcted paying up their sharc
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 Conmittee on the improvement and cxpansion of the
activities of the Society.
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The books of this Socicty are being kept in accordance
with the necessary requircments of the Department, and have
been accurately writtcen up-to-date., The present Manager has
a good knowledgc 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/-; the cash balance stands at Rs 450/~. The
. value of sfock in hand is approximately Rs 5,000/-.
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INSPECTION NOTE: NO. 6

MEDAWACHCHIYA MULTI~PURPOSE CO-OPERATIVE
o SOCIBTY, LIMITED

History of the Society:~ This Socicety was originally registered
on 12.,6.46 under the Co-operative Socicty Ordinance as Kadawake-
Kavale Co-operative Agricultural Production and Sales Socicty,
Limited. At the time of registration the membership reached
2,600 mark; but within 6 months it rose to 5,160 members and

the share capital stood at Rs 15,600/-, This Society had becn
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 Socicty

wos 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 Serviccs.

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 yeare, Following the general course of development after
1957 this Society was transformed into a multi-purposc Socicty
and the name of the Soclety was also changed to Medawachchiya
M.P.C.S., Ltd, However, the vast area of cperation of this
Society was splited into 16 different areas and in each of thecc
areas & multi-purpose co-operative society was formed, The
membership of this newly reorganized Society came down on accoun
of the restriction on the area of operction, Most of the crigi-
nal members had joined thelr respective M.P,C.5. which sprang
up in their own villages., TILatter, because one of the newly
established M.P.C.S. was defuncted, this Society has to serve 5-
villages.,

Business Operations:- At the first annual Audit of the Socicty
under the old name, it was rccorded 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 was reported that the
last Audit of the Society showed the turnover shot up to

Rs %,697,472/-, while the gress profit on turnover was only

Rs 2,368/—. The Society had to face a tremendous nett loss

of Rs 21,968. This heavy nett loss was attributed to the

very heavy overhead charges that the Society had to incur,

such as increased salaries to staff, bonus to staff, heavy
transport charges and commission, ctc. - a serious sign of
mismangement which fortunately was checked in time., The
Socicty has now extended its activities to dealings in paddy,
chillies, sundries, insecticide and manure. Further, this
Society has grantced cultivasionnloans to the anount of

Rs 138,500/~ to 450 mcmbers obtaincd from the Pecople's Bank
undcr the Government new agricultural loan scheme,
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This Socicty, which was at the beginning houscd in a smoll
roon and paid o monthly rent of Rs 30/-, is now proud of owning
o building costing thc Socicty Rs 2,500/-. A loan of Rs 17,000/-
was utilizced in the construction -of this building. This loan
has now been repaid in full by the Socicty. Resultly, the
Socicty is constructing a manurc storc out of its own funds
and has spent about Rs 2,500/- alrecady. It was cstimated
that anothcr Rs 4,000/~ would. bc required, When completed
this building would have a storc capacity of 50 tons.

The Society has so far invested Rs 4,844/~ by way of
sharcs and dcposits with other institutions. A major portion
of gains rcalized on thoesc investments is from Union sharcs
ond rcbates on purchases, which the Union declarcs annually.

1t was stated that (without balancc shceet attachced) the
Socicty has a balance-profit of Rs 42,887/- to its crcdit.
However, therce had been no distribution of profits as the
"main. idca of the Socicty is to cxpand its business as far as
possible, It was claimed that there was no complaint by tho
mecmbers for not distributing its profit as the members fully-
rcalize the valuc of cxpansion of the business of their
Socicty. | ~

The present Management Committec of the Socicty consists
of 9 members duly cleeted by the General Mceeting held in 1964,
The Socicty had ¢ndcavourcd to summon general mcetings twice
since 1964 and had to be abandoncd for want of guorum. Now
the Socicty has made arrangements to call for a General Mccting
so that an opportunity may bc cxtended to the membors to clect
o fresh Committec. During the past year, from 1,1.67 to
31,12.67, 22 Committee Meetings had becn held, and the average
attendance had been 6 members. Thesc were the poor shows of
the members and the management and cffective measurcs should
be taken to deal with them before it is too late. Altogether
only about 40% of thce members of the Society have completed
the 'paying up of their sharcs. Howcever, the books of the
Socicty have been kept in order. Most of thesc books arc
written by thce manager of the Society. It was rcalized the
Socicty should try its utmost cffort to cut down the heavy
overhead charges as rovealed at the last audit and to rccover
the overduc member loans, cash shortages and leakages. Great
improvement of Managcment c¢fficiency is required in order to
win back the confidcence and support of thce mcembers.
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(2) MULTI-PURPOSE CO~OPERATIVE DEVELOPMENT
| - POLONNARUWA DISTRICT —

INSPECTION NOTE: NO. 1

- POLONNARUWA CO-OPERATIVE DISTRICT UNION

: Co-operative District Union, Polonnaruwa, was started in
1954 under the inspiring zeal of the Co-operators of the District.
The pioneers wanted 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-operation,

(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 cmployees of various co-operative organizations

of the District., These classes are designed to train people for
two examinations according to their general educational standard,
and the nature of their employment. Those who have attained the
junior level of general education are trained for 2% months for
an examination known as Co-operative Employees Certificate (Junior
TLevel)., The 'other is Co-operative Employees Certificate (Ordinary
Tevel) with a duration of training for 43 months for those who
have passed G.C.E. (ordinary level) Examination with 3 credit
passes including Arithmetic or Commercial Arithmetic,

The Union also/undertaken member education work in the
District. These study groups or classes are designed to give
trainces 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 conven;d
meetings such as study circles, etc. of the members of co-operative
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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INSPLCTION NOTE: ©NO, 2

THAMANKADUWA M,P.C.5. UNION, LIMITED

Name of the Union:- Thamankaduwa Multi-purpose Co-operative
Society Union, Limited.
Membership:~ Out of 82 primary societies which are doing the

consumer purchases from the Union, 67 have become members,
The rest is expected to become members in due course.

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,

Origins— This Union was originated as a consumer co-operativa
to serve the needs of its primary member-socileties; 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~-purposc
Union in 1962,

Progress:-

YEAR MEMBERSLIP SHARES TURNOVER NETT PROFIT

1962 39 Rs 7,700.00 8,173,715.17 64,417.10

1963 48 "12,215,00 8,581,650.76 59,556.78

1964 53 "13,925,00 10,329,78%.85 21,338.11

1965 57 " 18,950.00 10,757,921.72 50,152.65

1966 67 " 21,500,00 12,726,857,20 not yet audited
at the time of
the visit.

Business Activities:~ The sections under operation consist

of,

(a) Consumer Activities, Wholesale and Retail

(b) Contracts of Buildings and minor constructions
(¢) Agricultural Activities

(d) Labour Contracts and Transport Services

(e) Timber and Hardware salcs
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A, Consumer Activitics:~ The Union has 3 Wholesale depots
and dcfunct societies which have been handed over to the
Union when they ceased to operate due to lack of funds
and mismapagement., The consumer needs of the areca is
mainly channelled through the 3 wholesale depots, non-
member societies and 8 private authorised dealers are
all being scrved 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 buildings
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 District.

It also renders transport services to the primary societicn
which are incapable of handling their own transport.

E. Timber and Hardware sales:~ The Union has recently opened
a timber depot. It also distributes hardwarc and building
materials, )

Management:~ Up to 1960 the Union has been managed by a Boord
appointed by the Commissioner of Co-operative Development.
Since 1960 the menagement had been taken over by a duly electe!
committee consisting of 9 representatives of the member-socict.
The Union has engaged 64 permanent employees, and 17 temporary
ones with total monthly salary paid amounting Rs 17,000/-.

As an incentive to the effective services of the cmployees an
annual bonus is granted to them. All the permanent employces
arc contributors 1o the Provident Fund Scheme which has pro-
moted the sccurity of the employees,

A Credit Scheme is under opcration through which the employees
are able to obtain loans for urgent needs.

Finances:~ As the activities of the Union have increased, thc
Assistant Commissioner of Co-operative Development hove approvesw
o bank overdraft of RHs 450,000/- of which the Union utilizes
only about Rs 300,000/~ (on date of Inspection).
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9, Relationghip 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 Bank extends the financlal 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,

(¢) Other Departments:
Under the Guaranteed Price Scheme the Union has
dealings with the Agrarian Services Department;
Agricultural Activities, with the Department of
Agriculture; Consumer Goods, with the Food Control
Department; ctc,

10. Promotional and Educational Activitics:~ Annually employces
are allowed in turns to follow a course of ftraining at the
3chool of Co~operation, Polgolla. At present the Secretary
is attending a 9 months course there.
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INSPECTION NOTE: NO. 3

MINNRIYA MULTI-PURPOSE CO-CPERATIVE SOCIETY

Barly History of the Society:- This Society was organizcd 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, Thc 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,

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

Capital:—~ The value of a Share at the inception was Rs 10/ -
and the menbership was confined to 186. At present the
membership has increased to 688 and the total paid-up-Share
capital is Rs 195,298/69. The present value of a Share 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.

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 Socicty's
undertaking the purchase of paddy, the price increcascd in
stages to -/75 cts., Rs 1/25, Rs 2/50, Rs 4/00, Rs 6/-, Rs 8/-
and Rs 12/-. The present price of a bushel under the Govern-
ment Guaranteed Price Scheme is Rs 14/-. On an average the
Society at present purchases 400,000 bushcls of surplus paddy
annually under the G.P.S.

Tor 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 member cnjoys the following loan
facilities, while the necessary funds are obtained from the
Commissioner of Agrarian Services and the Pcople's BRank:

Rate per Total loan

Purpose __acre (5 acres)

1. Cultivation (cash) Rs 55,00 Rs 275,00

2. Seced Paddy (cash/kind) * 32,00 " 160,00

3. Manurc (in kind) i 58,00 " 290,00

4, Pesticides (cash) i 25.00 " 125,00
5. Transplanting

and wceding (cash) n 25.00 " 125,00

6. Harvesting  (cash) " 25.00 " 125,00

7. Consumer needs (cash) b - " 300,00

The loan scheme operates on =2 cycle of six months governcd
by the two main paddy seasons per year, On this basis the
Socicty has provided its members with loans amounting to &
total of between Rs 900,000/- and Rs 1,200,000/- per year.

In addition to this as an incentive and aid to increase
paddy production the members are supplied with pesticide
spra?;rs on 18 month credit terms on en initial deposit of
Rs 50/-.

Hand Tractors of the Land-Master and IMitsubishi type
(cach costing Rs %500/— appr.) are supplicd on & 36 month
long term credit scheme. Up-to-date 49 members have availed
themselves of this facility, to whom 49 hand trnctors have boow
suppliecd.

Tractors of the Ferguson 35 and Forson Dexta type are
also supplied on a group scheme basis on credit. To organiscd
groups formed by 5 to 10 nmembers on a basis subject to limitati
imposed by thelr "Individual Maximum Credit Limit", tractors ~rc
supplicd on long term credit. Four such groups have obtained
tractors from the Society, one ftractor to each group.

To provide additional facilities to the members and alsc
to extend the operational services of the Society a paddy
hulling plant with a capacity of 1,000 bushels per day woas
installed at o capital outlay of Rs 500,000/~ (appr.). A goute
of 1440 bushels of rice is supplied to Government weckly.,

Six consumer retail stores have been established at a
cost excceding Rs 300,000/- for the benefit of the members
and the general consumer public of the area-of-opcration.
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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 thie above-mentioned functions, the following
activities have also been organized and maintained to provid .
additional scrvices and facilities and recreation to the
mcmbers and the general consumer public of the arca: labour
contracts, cinema hall, opcration of a grinding mill, Govern
ment building contracts, Agency of the Ceylon Petroleum Crop,
Agency of the Ceylon Fisheris Crop, Agency of the Ceylon Tyr:
Corporation, and Construction and supply on rent of quartecrs
to Co-operative Department Officers.

Apart from the provision of these services the Socicty
has distributed among its members a total of Rs 186,000/~ as
dividerdand rebate during the course of its existence,

Employees:~ The Society has a staff of 70 monthly paid and
250 daily paid employees in all its operational services.
They are paid salaries and all the allowances as laid down

by Government. All the employees are members of the Govern-
ment Provident Fund Scheme of the Labour Department, cach
employec 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 facilitic
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 b
purchasing of vehicles, land and other property.

The Society is proud of the fact that it has provided thu
means of livelihood to over 1,500 families directly and in-
directly, though many of whom are non-mcmbers., The employces
are also paid Bonuses annually according to the Profits
realised. ~

Seminars:—~ Quarterly seminars are held for the menmbers with
the co-operation and assistance of officers of various Goverie-
ment Departments to improve the knowledge of the members maiiii
with a view to increasing paddy production. The following
topics are usually discussed:

(1) Increasing Crop yield,

(2) Pest and discase control,

(%) Issue and repayment of loans, and

(4) Co-operative principles and practicc,

Administration:-~ The administration of the Socicty is by &
Committce of 13 members clected at the General Meeting.

This Committee elects among themselves the Office-bearcers,
viz: President, Vice President, Treasurer and Secretary.
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Generalily, Mcecetings of cmployecs are held cvery two montho
where the gercral affairs concerning administration arc dis-
cussed. The proposals made by the Sub-Committec of liaison
and planning, cleccted among the employccs, arc nalso discusscd
for possible implementation,

The General Manager has been given an extensive training
in Sweden, Decnmark etc. The accountant and meny of the Office
Staff have been given an advancced course of training at the
School of Co—opcration which is conducted by the Department
of Co-operative Development.,

Profits:~ The Nett Profits for the first year of opcration
of the Sociecty was only Rs 233%.23%% and at the end of 1965
the total assets have increascd to Rs 2,418,561.24 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 Officcrs of the Department of Co-operative
Development. As an illustration the following statement of
accounts for the zear, 1965, is attached:



LIASILITIES

Shares.

Reserve HFund.

Statutory Reserve
Add:- Profit 1965
Building Reserve
Vehicles replacement
Reserve

General Reserve

Bad & Doubtful Debtors
Other Reserve

Balance Profit
A.C.4.5. 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 % Debate

Sundries

241,860.54
3,121.43

5,360.09
624,28
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STATEMENT OF ASSETS AYD LIABILITIES OF THID MINVERIYA MULTI-PURrOSE CO-OPEZRHATIVE

SOCIETY LIMITED, JINGURAKGODA, FOR THZ YEAR 1965

244,981.91
20,000, 00

23,311.42
22,671.72
19,195.96
92,167.88

545,137.59
475,000.00
135,031.13
79,813.67
543.05
10,521.46
1,500.00
6,230.20
25,00

5+984.37
624.28

1,001.,00
300,00

181,516,433

422,328.95

490,720,41  11094,565.69

1,155,168.72

80, 356,72

24,885,431
45,305,00
5,563.41

1,260,410.75

1,301.00
9,045.16

1,870.23 63,584.30

2,418,561.24

EEEETONEESRSETE

Land & Buildings

Plants & Machineries
Vehicles

Furniture & Squipment
Co=~operative QJuarters
Blect Sgquipments
People's Bank Tixed Depts.
People's Bank Shares
Union Shares of Thaman-
Kaduwa Union

Grinding Shares
Agriculture Union Shares
flember Loan

Sundry Debtors

4.C.A.S. (Paddy &/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
87,094.54
16,883,09
77,007.23
99, 309.80

2,459.27

20,100.00

600.00
1,000.00
500,00

37,510.07

13,742.14

2,407.33
12,678.40
92,331.44
17,233.89
37,797.85

834,747.44
6,037.28

2,200,00
197,079.60
145,047.96

213,761.12
381,796.22
386,32
746,19
5,450.73
1,272.38

913,020.72

1,498,817.41

6,723.11

2,418,561.24

- F 3% 4203 3
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INSPECTION NOTE: NO., 4

THE KOTTEPITIYA MULTI-PURPOSE CO-OPERATIVE
SOCIETY, LIMITED

This Society was rcgistered on 1%,11.1957. Its arca of
operation is track 1% and 14 of the Elahera colonisation scheme.
This arca wag formerly under thick jungle.

The chief crop of the area is paddy. The acreage under
paddy is 503% acres, and 1 mainly cultivated in maha., The yala
crop is cultivated when water is made available once in two years
from the main channcl., Red onions, chillies and tobacco arc now
cultivated in incrcasing quantities during the yala season., Tho
members own 26% acres of highland but only a few of the holdings
are cultivated,

1. Membership:~ The membership of the Society has increascd from
87 to 110, 211 of them ave cultivators.

. Sharecs:— The value of a share is Rs 50/~ and is payable in
half yeariy instalments of Rs 5/-. The Society has sold 310
shares, The paid up sharc capital was Rs 11,771/— at the ftime
of this inspcction.

3., Activities of the Socicty:- The Society operates (1) Consumcr
Scction, (2) Agricultural Production and Marketing Scction,
(%) Contracts Scection, and (4) Paddy (husking) Mill.

Congumer Scctioni— The Socicty runs a store to supply
the consumption goceds to 769 Ration book holders. The
store carrics a wide range of articles including textiles
and hardware, many of them obtained from ites Union.

A branch storc at Mahascn was established to cater
for the nceds of members of a weak Socicty there,

Agricultural Production and Marketing Secction:- The main
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 salc of tobacco,

Contracts Scction:~ The Socicty has a contract with thc
C.A.5. to supply the labour for the handling of the G.P.S5.
Produce at the CGovernment Depots at Bakamune. This con-

tract helps to find employment for about 10 persons durlng

the off scason and for about 40 persons during the scason.
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Paddy (husking) Section:- A paddy huller has been ingtall
at the Society to husk the paddy of the members. The
Socicty recovers a measure of rice as payment for husking
a bushel of paddy. This is a great benefit to the member
as private Hullers charge 13 measures for same scrvice.

Employees:~ The Society has 10 employces at the moment com-
posing a menager, a secretary, two storce-keepers, one watchor
and five salesmen. Thce total monthly salary and wages paid b
the Society amounted to Rs 1,290/-.

Menmber Loans:-

Yecar Amount Granted Amount Recovered
1965 Rs 49,21%/~ Rs 44,308/~
1966 v 52,089/~ "48,965/-
1967 T 82,840/~ no31,718/-

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

Toans from Government Departments and the People's Bank:-
P

C.A.S. Rs 63,776/~
Bank n74,156/ -
Director of Agriculture " 4,449/~

It is to be noted that the loans owed +to C.A.S. and the
Department of Agriculture are un-repaid and overduc.

Profit and Loss:-

For the period 1.8.62 to 30.1.65 Profit
(accumu~
lated) Rs 2.5.
- do - 31.1.65 to 26.1.66 Loss n1,80
- do - 29.1.66 to 31.1,67 Profit N INoE



Eran)

- 109

INGPECTION NOTEs N0, 5

SAKALIUNA YULTI-PURPOSE CO-OPERATIVE SOCIRTY, LINMITED

Regis

tration and Arca of Operation:— This Socloty was rogic.-

tered in 19538, with the arca of operation covering tracts 4

to 10 of the Zlahcern Colonisation Scheme. The first coloniste
had been gsetiled in 1948, Eorlier, this area was a thick
Jungle.

The main crop is paddy. The lond under paddy accounts

about 1,010 acres made up as follows:

wiicy

availl
Rotat
as a
in Yo

culti

Aembe

o -
as o

memoe
open
The v

(1) Under colonisation scheme 698 acres
(2) Under L.D.0. Permits 220 i
(3) Encroachment 92 n

Total:-= 1,010

Paddy is mainly cultivated in Meha season and also in Yolo
water is available. Water for Yala cultivations is madc
ablce from the main channcl only oncc in two years.

ion of crops are not practiced by the cultivators and
result most of the paddy ficlds are left uncultivatcd

a when water is not available., The high~land is not
vated with cash crops.

rehip and Shares:- The Society was initially organizoed
Multi-.-purpose Co-operative with 176 members. The current
rship is 259, of whom 220 are cultivators., Membecrship is
to anyonc cmployed or residing in the arca of opcratior.
aluc of o sharc is Rs 50/~ and is payablc in half-yearly

instalments of Re 5/“9 A1 members arce in arrears of sharce

subsc

Activ
C Orlul

(2)

ription ingtalments amounting to Rs 2,394/-

iticS of the Society:—- The main functions of the Socicty
st of two pnris: (1) Consumer Store Section, and

Agric ultural Production and Marketing Scction.

Consumer Storc Section:t~ The Socicty runs o store which

serves 1,804 ration book holders and carries a wide rangc
of conoumsr articles and textiles and hardware. Praotlm
cally all the essentials nccded by members can be scrved
by thc Socicty. The business turnover of the past yoar
was Rs 149,294/~

Agricultural Production and M%rketlng Section:= The maln
activities of this Scction are

(1) Purchasc of the paddy under the G.P,S. and

(2) Granting of loans to membcrs under approved
Government Loan Schemes,
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The paddy purchased under the G.P.S. is handed over to
the Government Paddy Store ot Bakamuna. Purchases duriv.
the past 3 years were: 1965 - 45,632 bushels ‘
1966 - 54,437 "
1967 - 44,943 "

4, Agricultural Loans:-

Year Grantecd Recovered
1965 Rs 112,444/- Rs 98,321/~
1966 " 68,384/~ " 65,641/-
1967 " 88,375/- " 30,298/~

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

5. Loans from Government Department and Peoplé's Bank:~

ColeSy vevvoooovooosncaonan .... Rs 81,955/-
BANK  eeveeenrenaoeococnncenns Rs 101,083/-

The repayment of the C.A.S5. loan 1is coverdue.

6. IEmployees:- The Society has 8 employees consisting of onc
manager, one stores manager, four salcemen, onc watcher and
one secretary, with an expcenditure of salaries and wagces
totalling Rs 1,127.50 per month.

7. Profit and Loss:-

For the period 1.2.65 - 31.,1.66: Loss Rs 9,13%.00
For the period 1.2.66 - 31.1.67: Profit Rs 2,696.00
For 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
Reserve rfunds
Balance Profit
Bank Loans
C.A.5. Loans
Intcrest Duce
Shares Suspencce
Security Deposits
- Do -
Sundry Crs,
E.P. Fund Duc

Bank Charges Duc

Interest

Co~op. Funds

District Union Funds

Notcs—~

+ The
and
the
hag

—

17,654.74
12,011.38
5,073.93
91,423 ,26
81,915.%8
5,179,730
417.39
8,220.00
596 .44
5,25%.97
85.95
58.80
166.90
166,90

264,229.%4

action has
It appears
been badly monaged.,

Buildings

Bquipments & Mecel

People's Benk Shares

Shares in Co-op.
Fixcd Deposits
Doposits

Member Loans
Sundry Drs.

Cash Shortagest
Suspence A/c
Interest Duc
Balance Stock
Prepaid Insurance
Salary Advonces
Petty Cash

Cash in Bank
Cash in Hand

425,75
1,458,772
700.00
1,545.20
6,363,344
150,00
147,681.34
2,080,%3
12,898.95
165.50
5,885.55
21,421,753
58% .89
220,00
100.00
45,5%9.00
8,025,04

264,229,734

nager ran away with the moncy collected
been taken to deal with
hat this Socicety
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INSPECTION NOTE: NO. 6

Name of Society:—~ Cungnodamans Multi-purpose Co-opcrative
Society, Ltd,

No, of Members:—- Of a total 235 about 190 of them are really
active,

No. of Consumers' ration books attached:- 2,288, This
represents nearly 90% of the population of the arca of
operation of the Socicty.

Origin of the Society:- This Society was organized in 19593
as a Consumecr Store Co-operative Society, Ltd. In 1958,
during the M.P.C.5. drive, it was converted into a Multi-
purposc Co-operative Society, Ltd,.

Services rendered by this Soclety:-

(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.

(¢) Small scale village labour contracts - undertaken
by members,

(d) Tobacco curing and marketing.

Paddy lands in the area:z:—- A total of 900 acres is being
cultivated during the two main scasons, Yala and Maha.
Average yicld per-acre is about 60 bushels which is ncarly
17 bushels morc then the national average. For this year's
Maha season, the following loans have been grantcd by the
Socicty 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/~

n

The members cxpect to sell about 35,000 bushels of paddy
through this Society during the current harvesting period.
The rates of interest of these loans arc 5% to Socicty from
Bank with period of 9 months, 8% aftecr 9 months, and 9%
from Society to members.

Management:— There are 2 Managers - onc each for Paddy and
Consumer Scctions. Besides these two therc is a Sccretary,
2 Salesmen and a Watcher.
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4 out of 6 cmployces have been trained ot the School of
Co-opcration, Polgolla. Managcment Cormittcce has been fairly
active. The President has been 2 member of the Committeo
since the inception of the Soclety. He is cducated and the
fellow memhers look upon him as a spirit guider.. His lcader-
ship to a great cxteat accounts for the succcss of the Socicty.
On the wholc, this Soclety is a moderatcly good rural multi-
purposc co-operative, so far visited by the writer.
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ANNEX: SPCIAL NOTE ON ELAHBRA PROJTCT
AJD THE ROLE OF THE NMULTI-PURPOSE
CO-OPERATIVE SOCIETIES

The Government has been examining the problem of maximisi
output from major colonization schemes for some time, despite thoe
fact that the yicld pcer acre of cultivated area under these scha
was about 10 bushels above the natiocnal average of about 40 bush:
Government attention was drawn to the colonization schemes by tho
Government in developing the schemes but also becausc of the favo
able factors cxisting in thce arcas covered by the schemes. The
most ilmportant of thesc are:

1. Tenurial conditions assurc a farmer the full roturn
of his investment, and

2. A regular supply of water was guarantced,

Whilc these matters were being examined by the Government
an I.B,R.D, Mission visited Ccylon in 1966 to rcview the "S-year
Irrigation Plan". The lission focusscd attention to the urgent
need of increasing productivity per acre in major colonization
schemes so that the optimum rcturn of the heavy capital investmen
incurrecd in the provision of irrigation facilitics and thc scttlic
ment of colonists could be obtained and the improvement of the
gstandard of living of the¢ colonists could be possible.

The 5--year Plan was to be carried out in selected areas.
The Elahera Colony was onc of the areas selected.

The Committce appointed to study on the I.B,R.D. Report
suggested that thce recommendations of the I.B.R.D. Report should
be ftested out in a pilot scheme and for this purposc the Blahcra
Projcct was chosen,

The Elahera Yoda Ela Scheme is one of the most ancient
schemnes which had been restorced. The Elahera canal (Alisara Yodo
Ela) was constructed during the time of King Wasaba (165-209 A.D.
It was improved during thc time of King Mahasena (277-3%03 A.D.) -
utilized for the purpesc of feeding the Minneriya Tank which was
constructed by him. The length of the improved canal from the d=
to the Minneriya Tank is 253 miles. By the 7th century A.D, the
canal was furthcr cxtended to feed Giritale, Kaudulla and Kantala
Tanks. Later, the Elahera canal as well as the tanks werc restor
agoin during the time of King Wijayabahu I (1070-1110 A.D.). The
work was abandoned at thce e¢nd of the Polonnaruwa period when the
population moved from the North Central Plains to the central
mountains of Ceylon,

The above-mentioned channel was 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
5,536 acres,
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The Minister of Lands ., ointed a Committec to work out ~
scheme for the development of this area. The Devartments of
;r ;gatlonﬁ Co~opcratiyc Dcve}opment, Agrarian Scrvices, and
Agriculture werce assoclated with the Committec.,

The Project-area covered 4,686 acres assweddumiscd paddy
land recelving water frow the mlahera chonncel and 850 acrces
rcceiving water from rain-fed and other sources., In Maha the
cntire area was cultivated, while in Yale only 50% of the areq
was lrrigoted from the channel and was cultivated in rotation
cvery alternative year,

The adjacent high land in the project aren covers 2,870
acres, bxcept wherc water 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 Committee decided that the initial objectives of the
project should be limited to the following:

() To raisc production of paddy from the present levoel
of 50 bushels per acre to the highcest possiblc within
the shortest possible periods

(b) To cstablish a cropping system to give the maximum
economic return, by the cultivation of subsidiary
food crops and other crops and the maximum usc of
water availables

(¢) To diversify the cconomic activities of the coloniste
so that they could maximisc their income by cstablisping
Agro-industrics, ctc.;

(d) To introducc better control in the use of water; and

(¢) To decvelop the colonist'!s own orgenizations, likc
Cultivation Committcce and Co-operative Socictics,
50 that the colonists could play a more important
part in their own development programns.

In Meha 67/68 the Committec decided that attention should
be concentrated exclusively on paddy and has securcd farmer's
co-operation to work towards o twenty per cent (20%) increasc
in production from 50 bushcls per acrce in 56/67 to 6O bushels
in 67/63.

The Project area was serviced by 8 ¥M.P.C.5. All the
colonists and L,D.C. permit-holders are members of these
soclctics.

Agricultural credit was channclled through these Socictics.
Under the project cvery endeavour is made that whenever loan
applications were made for agricultural opcrations they should
be entertained with the assurance that the applicants would get
good sced paddy, insecticidc, weedicides and fertilizers as
recommended by the authority. As the bulk of these loans was
given in kind and not in cash, two advantages are presents-



- 116 -

(a) The cultivator would adopt practiccs which would
assure him a better yicld, and

(b) Because of a better yield there was a better chance
for thc recovery of the loan,

The purchase of paddy and other agricultural producc, the
supplying of the production and consumcr goods to the members, and
the hiring of Government Tractors, etc., are all done by the
M.P.C.S. through their redpective business scctions.

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 67/68 Maha
Bushels Bushels
1,866 5,228

Sale of Pertilizers:-

Urca S. of Ammonia Saphos M. of Potash Totnl

cwt CWt cwy cwt cWh
66/67 Maha - 780 257 156 1,163
67/68 Maha 20 4,669 2,382 1,223 8,094

Agricultural Credit Granted to Mcmbers:-

66/67 67/68

Members Amount Members Amount

Ploughing 500 Rs 95,920.00 876 Rs 203,798.00
Sced Paddy 314 M 20,861.00 733 " 90,13%4.40
Fertilizers 258 © 15,791.95 794 " 144,942,20
Transplanting 487 " 53%,580.00 848 " £3,998,50
Weed Control 487 " 51,740.00 839 ¢ 85,0%6,90
Harvesting 282 M 3%,755.,00 879 " 81,745.45
Total:~ Rs 271,647.95 Rs 689,655.45

Under the project the co-operatives have a very significant
part to play. All creditsgranted 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 activitices are mainly confined to the purchase of paddy
under the G.P.S,

The socicities have in this process of devclopment been
benefited by an increase in the volume of business. In the 67/68
Maha scason alone there had been a sixfold increase in the sale of
fertilizers and sced paddy. It is noted that the members are now
realizing the valuc of the co-operatives and are taking a greatcr
interest in their activities,
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(3) MULTI-PURPOSE CO-OPERATIVE DEVILOPMENT
- JAFFNA DISTRICT -

(A) GENERAL ECONOMY AND CO-QPRRATIVE DEVELOPITNT

PN

Here in the District of Jaffna, the ficlds cverywhere look
green, It is the land of onilons and chillics and now of potatoosn
as well, The cultivation of paddy for the Maha scason, 1967-63,
has becen 79,188 acres, being 16,000 acres more than the previous
year, Production of rod onions during this same pcriod was 3,475
acres which was 306 acres more than the target production for the
year and 635 acrcs morc than the previous year. The District now
produces over 80% of the Country's total production of red onions
The cultivation arca of dricd chillies so far has recached 1,625
acres, (dried chillics are a Yala crop), almost 50% of the targes
for the whole year., FPotato production, about 500 acres, a little
short of the target acrecage set for that crop. Being comparatively
much more profitable, potato production is likely to incrcasc
greatly in the coming years.

The Jaffna farmer, however, has his worries too., First iz
the abscnce of a crop insurance which will guarantece certain amount
of sccurity to o fermcr who has invested in casily pcrishablc crops
likc red onions and potatocs. The second difficulty is the timely
supply of fertilizcr to farmers in the district. TLong delay in tho
transportation and delivery of fertilizers is understood to arisc
from a disparity between an incrcasing usage of fertilizers and
an unstrengthencd transport fleet which fail to deliver the
fertilizers from the Colombo stores,

Therc arc difficultics in the way of greater food pro-
duction for thc Jaffna farmers, although the district has managcd
to kcep pace and sometimes coven cxcced thoe 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 socicties and o
Provincial Co-operative Bank as well as agricultural production
and sales societies and storcs socicties in cxistence before
the introduction of the M.P.C.3. Movement in 1957. Most of the
original rural credit socicties have becn left alone performing
their old functions as single purpose societies., There arc 5
Credit Unions in this District with a total membership of 324
socicties. The casc is also truc with regard to some of the
well-cstablished agricultural production and salcs sociectics
in this arca. Multi-purpose co-operative idea was brought in
as onc type of newly promoted co-operative orgonizations. Many
of the now existing multi-purpose co-opcrative socictics werce
converted from consumers' stores socictics during late fiftics,
but the conversion in most cascs did not affect very much the
naturc and function of the sccieties concerned, The names of
the societies have been changed with many of them also changed
their areas of operation as well, but not thc outlook of the
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socicties and the attitude and practice of their members toward
thelr socictics. Thie inertia or resistcncc to change perhaps
has been existing most persistently in Jaffna.

The general business practices of many M.P.C.S. have beexn
that purchases of consumners' goods supplies were madce from the
M.P.C.S5, Unions, whilc, at the same timc, selling their members!
agricultural producec 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.C.S.

Government loans have been given to the societices as agent
for the implementation of Government policy and not as a principal
normal function of the societics concerned. Purchases of paddy an
othcr agricultural products were done under the G.P.S,, while dis-~
tribution of rice and some other cssentials of 1ife has been madc
according to ration books. These show the dependence of the co-
operative movement upon the support of the Government and in many
cases thesc supports have meant the business success or failurc
of such socileties.
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TISTICAL DATA REFERRED TO CO-OPERATIVE
1N JAFFNA DISTRICT

MULTI-PURPOSE CO-OPERATIVE UNIONS

Turnover: -

1963

1. Rs 49,784,515

Gross Profit:-—

2. 1Rs 760,600

Net Profit:—~

%. Rs 208,319
Reservess: -
4, Rs 1,146,527

%

1964

”»‘ 577()14‘9518

1,051,595

250,899

1,548,165

Guaranteed Pricc Produce Handled

1965

Rs 62,051,407

1,%3%8,215

530,904

1,750,208

by Socictics:—

1964
Rs 465,165

Produce

Paddy Rs 1,1%4,974
Chillies " A00 M
Bombay Onion "
Red Onion " 179,9%4 "

Agricultural Loan Grantced to Mcmbers:-

186,333

1965
Rs 1,467,907 Rs 2,

Issue of Fertilizers by M.P.C.S.

299,238

1965

Rs

Bs

Rs 975,673
" 1,505

it

234

305,783

1966

———t——at

to Memberss -

1963

64,976 cwts.

1964

66,972 cwts.

1965

45,764 cwts.

1966
67,934,440

1,299,062

315,549

1,858,357

1966
Rs 361,500
" 2,620

1" ’54_8

" 339,029

Rs 2,952,855

1966

71,194 cwts.



its headquarters situated at Jaffna Town., It was registered in
1937 with the ideca of sctting up a nucleus of the co-operative
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(C) THE NORTHURN DIVISION CO~-OPERATIVE FEDERATION

This organization is the first of its kind in Ceylon with

RIS N

movement which would pave the way for the control of the movement
by itself., The objects of the Federation, thercfore, were envisage

as

followss—

To facilitate the operation of co-operative societies, -
morc particularly to determine, collect, administer, and
account for sums of money contributed in accordancce with
the provisions of the rules in force under the Act:

To arrange for the supervision and audit of co-operative
sociectiesy

To provide cducational assistancce to be given to members
and cmployees of such socictics;

To acquire, purchase, scll, hire, rent, let, lcasc, or
mnortgage land and bulldings; install machinery and
pledge securities with the prior approval of the
Commissioner; and

To take other measurcs designed to improve or assist
the work and cxtend the uscfulness of co-operative
societies and generally to propagate the proper undcr-
standing of co-operation,

The Northern Division Co-operative Federation started with

a membership of 127 societies., Today the membership has grown to
1,237, an increasce of nearly ten times, during its 3 decades of
cxistence,

The following is a brief survey of the scope and activi®ios

of thc PFederation:

1.

Co-operative BEducations-

The Federation set up a Co-opcrative Training School in
1952 and this School now conducts threce levels of courses
lasting 2 months, 4 months and 9 months, respectively. The
subjects taught include Principles of Co-operation, Co-
operative and General Law, Accounting and Auditing
Management, Scecretarial Practice and Economics,

Journalss-

The Fedcration publishes a monthly Tamil magazine which
recaches every co-operative socicty in the North and the Fast,
thus sprecading co-operative ideals and knowledge to thc mombors
and the general public. The Federation alsc issues a fort-
nightly English paper "The Co-operator” which includes a Tami
supplement. The paper is widely circulated in Ceylon and
clsewherec,
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Scninarss—

The Federation orgonizes seminars, discussions and troining

classes of onc or two days! duration monthly. It was rcported
that the responsc of societies had been very cncouraging.

Itincrant Book~kcepecrs dService:—

The Federation started the Itinerant Book-keepers Service
to hcelp socleitics kceep proper and up-to-date accounts.

IEven the best--run socleties are making use the service oF
these book-keepers as checking officers or internal auditors,
The Federation has also drawn up plans to set up a spcecial
audit Scetion to audit the accounts of Unions and large
Socictics.

The above scrvices arc useful to member-socicties for
preventing the occurrance of frauds and malpractices in
co-operative sociectics failing to kecp proper and up-to-datc
accounts. Also, this practice would replacc the cumbersome
respongibilities of the Auditing Officer from the Central
Co~operative Development Department.

Reetification works-

The Federation hes taken an active intercest in rectifi-
cation work in helping societies which are not functioning
properly. This has been donec in co-operation with the
officials of the Co-operative Development Department visiting
socictiecs, discussing with Committec members their problcms
and suggesting ways and mcans of solving themn.,

The Structurc of the Northern Co-operative Movement could be
shown as follows:—

NORTHERN DIVISION CO~OPERATIVE FEDERATION

Sccondary Societics

M, P.C.S5, Unions ve e e ee  ae  eo  ee e 16
Crcdit Unions e se e se  se  se  ea e 15
Co-operative Banks e ae  se  as  eo  os e 5
District Unions ee e ee o  se  ee  ea  ee 2
Textile Union ee se  ee s  es ee s oe 1
HeD.A.P.Co Union .. se  e0 a0 o8 oa s0  ea 1
Acgarctte Tobacco Growers! Union .. .. . .. 1
Dairy Socieities Union e  ee  se  ae  eo o 1
Migherment's Societies Union ce  ee  ee  ae e 1
Harbour Workcrs! Socociclties Unionm o0 oo a6 oo 1
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Primary Socicties

M.,P.C.S. se  se  se  se  ss a5  eos e  es 293
Credit and Thrift Societies ee a6 o e 548
Industrial Societics o ee  ee  ee  ee s 139
Stores Socicties ce e ee . e ee e 135
School Supply Societies .. e e e e 45
Pishing Societies .. . ce  ee  ee e 56
Labour Socicties oo e . . ee  ee e 18
Dairy Socicties . o o ks ee  se s 7
Hospital Socicties .. .. . . oo e .o 4
Blectoral Farms co  se  ae  se se ae  se 2
Other Primary Societies ce  ee s e e 12

Total 1,259



- 123 -

A BRIEE NOTE ON THE MULTI-PURPOSE CO-OPERATIVE
DEVELOPMENT IN THE JAFFNA - WEST DIVISION

The Division covers a part of the Jaffna District and
embraces 5 rcvenue districts. The distribution of M.P.C.S.
among these revenue districts is as follows:—

Primary:-—
Delt e 3
Islands eemee 16
Valigamam West ————— 34
Valigamam North W e 30
Valigomam Kast e 2%
Sccondarys--
MePoCuSe Unions e 5
Total 111

(relative position of M.P.C.S. and other types of co-operative
socictics sce below)

(I) The functions of M.P.C. socicties:-—

1. Tc supply the requircments of members for
domestic purposess

2. To operate savings schemes and grant loans and
ndvancces to members for agricultural production,
and to operate Rural Banking and pawn brokeringj

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

4, To undertake industrial activitiess; and

5. To exccutc labour contracts with the purpose
of providing employment to mcmbers,

The M,P.C. socictices cawme into being in 1958 and it was
cxpected that cach M.P.C.S. would have one village as its area
of operation, FEach of these 106 M.P.C. societies covers almos®
one village although in some areas there arc more than one
Societies for one village.

(IT) Achievements of thc societics:-
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1. Retail Stores:~ Of the 106 M,P.C, S
s 82 have retail consumer stores su
members (and non-members of the area
requirencents. The total number of c
division is 354,847, Among them 219

ocieties as mony
plying its
with houschold
onsumers in this
,590 are scrved

by thce M,P.C. societies, whilc another 95,755 are

served by the stores societies.

Granting of loans:- All M,P.C. soci

cties undcrtake

the granting of loans for agricultural pursuits,

Onion cultivation is the chief occup
farmers of the area.

ation of the

period between 1.9.67

Paddy cse e
Onions ceaen
Chillies s e
Potatoes cese

Loans granted during the
- 30,%.,68 were as follows:-

Rs  13%0,970.00
1,%22,979.00
33%,749.00

. 150,905.00

o o e

Rs 1,938.603.00

%, Marketing of Agricul tural Produce:-
of the important functions of these
The various products of the members

(A) Onions:-
societies and production in the
December, 1967 was 282,000 cwts,
as against the requircments of C
one year - 480,000 cwts,

This is one
M.,P.C. socivitics,
marketed arec:

A1l produce is handled by the M.P.C.

year ondin
(over 50%
cylon for

Marketing of these onions is made casy with

the operation of the guaranteed

price for onivns.

Under this scheme, Government fixed a minimum

price for cach month, guaranteel
that price. Hence all onions
Governuent through the C.W.E,

Chillics:—= This too isg an item

are sold to

ng purchase ot

the

under the

guarantced pricc scheme operated by the Govern-

ment, The price per ewt. was Rs
gradce I. But with the restricti
by the Govermment, the priceof c¢
opcn market was Rs 450/- a cwt.
naturally prevented the members
over their produce to the C.W.E,

252/~ for

on of imports
hillies in the
This situation
from handing

(C)

Potatoes: -
in this area.

This crop is not grown extensively
It was first started three yeors

ago and in 1967 the acrecage under cultivation

increased 10-~fold,

The socicties had a schenc

of giving an advancc of Rs 50/- per cwt, 1o

farmers who surrendered their potatoes.

This

produce was resold through the Union and the
farmers were to be paid a rebate after sale.
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(D) Paddy:— Very little paddy was grown in ‘thins
division and the littlc that was produccd was
insufficient for domestic consumption, hence
no paddy wrs sold by members.

The other products were Bombay onions and
tomatoes which were net grown as commercial crops.

4, Rural Banking:- Only 3 M.P.C, Socictices had startcd
Rural Banks - they were:

(a) Alaveddy M.P.C.S,
(v) Inuvil M.P.C.S.
(¢c) Mathagal Centre M.P.C.S.
Through the Rural Banks, thesc socicities grant
nedium~-term loans to members for:
l. Housing construction,
2, Settlements of old debts,
3. Conversion cf land for agriculturec,
4, Consumcer loan, and
5. Enmergcency loan,
The first 3 itcms of loans werc granted on the

sccurity of hypothecation of property and covered
a pcriod not exceeding 10 years,

The M.C.L. allowecd for eoch of these socictics
is as fallows:

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

5. Pawn Brokering:- Only two societies, Alaveddy and
Mathagal Centre M.F.C.S. are pcrmitted to engage
in this businecss. They accept jewcllery made of
gold as sccurities for advencing loans with a
limit of capital amounting Rs 50,000/- cach
Socicty for this purposc,

6. Industrial Activitiess-

Textile Weaving:~ A common industrial activity of
many M.P.C, Societics is the running of textile
weaving centres. These centres are manned by the
children of members., Textiles for domestic use arc
usually produccd at these centres whose products
arc taken over by the retail consumer stores and
sold to members,
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Onion Koodus:- fThe onion are packed in small airliy
bags known as "Koodus" made from palmyrah leaves.
These Koudus, a few years ago, were imported from
India. Today every society products its own
requircments of koodus. This is 2 kind of cottage
industry producing additional income to the other-
wise idle women and girls,

Bakery:~ The supply of buns, biscuits to school
children has been handed over to the M,P.C.
Socicties by the Education Department. This
gradually led to the starting of bakeries by sonc
gocieties,

Salt:~ Salt is produced by a M.P.C.S., Union at
KaJundai. The Salt produccd is sold to the Goveori..
ment at Rs 1/25, which was regarded as lower than
the cost of production presently about Rs 3/00.
During the year 1966, 21,000 cwis. of salt were
producecd,

7. Work Contractg:~ Construction of houses and buildi
for the Government is now done by the M,P.C. socicl:
which have the technical know-how and the necessa sy
finance, Such contracts were undertaken on a
suggestion of the Government. Irn the ecarly dayve
very keen intercst was shown by the societies.

But because of the lack of cxpericncc and know-hotr,
most contracts worked at a loss. Todaoy, only the
cxperienced societies agree to take over a controo:

8. Savings Scheme:~ A Savings Scheme 1s in operation
in all socictiecs., Under this Scheme, the memhers
agree to give about 4 lbs, morc for every cwt., oF
agricultural produce surrendercd to the Soclety-
The value of 4 1lbs. is credited to the savings
account of the member, By this operation the
socictics hope to collect about Rs 300,000/-
annually. Members are paid 5% interest on saving: .
In 1967, collections amounted to a 1littlc less T
Rs 300,000/~

General Remarks:

About 22 societies engaged only onc activity, which, in fact,
could not be said as multi-purposc co-operatives. The others wer
opcrating more than one activities. Only 2 gocieties werc cngagc
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.

bl
)

C
d

It was noted that the working of these M.P.C. Socicties wiil
much depend on the availability of educated persomnncl in the
village who would take up the positions as officc-becarers, 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 master='.
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who are avallable do not show a recady willingness to have anything
to do with the movecment,

It was also notcd that the managers of M,P.C, Socicties werc
not satisfied with their lot. Most of them werc poorly paid and
often~times exist at the fancy of a few committec mombers. These
managers asked for security of service and a unified salary Schauc.
Low salaries also gives room for dishonesty and fraud.

APPENDIX:~ ALL TYPES OF SOCIETIES
(JAPFNA WEST DIVISION)

PRIMARY ¢
1. COredit Socicties, Limited 12
2. Credit Socicties, Unlimited 312
3., Thrift Societies 2
4, Stores Societies o : 85
5. School Co-operatives 25
6., Agricultural Warketing & Production Socicties .18
7. Tishing Socictics S 27
8. Dairy Societics 3
9, Textile Weavcrs Socleties 26
10. Mat Production Societies ‘ 1
11. Pottery Production Societies _ 2
12, Coir Production Societies 6
13, Carpentary Socicties : 6
14, Other Industrial Societics 11
15. ILabour Contract Societieé 5
16, Multipurpose Cooperatives 106
17. Hospitals Socicties %
18. Other Primary Socicties 9
659

SECONDARY ¢

1. C.A.P. & S. Union 1
2. M.P.C.S. Unions . 5
3+ Dairy Socictics Union 1
4, Credit Unions 5
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INSPECTION NOTE:

NO. 1

VALIGAMAN WEST MULTI-PURPOSE CO~OPERATIVE

SOCIETIES UNION, LIMITED

The above Union was registered as a Stores Socicties Union

on T.7.44. The area of operation at that time was the entire
Valigamam West D.R.C.'s Division.

On 9.4.59 it was converted into

a Multi-purpose Co-operative Societies Union,
version in 1959, the socicties in Pandateruppu parish agitated for
In pursuance of this demand, the

a separate M,P.C.S. Union.

Pandateruppu M.P.C.S. Union was registered in 1958,

Prior to this con-

West M,P.C.S., Union is now serving the neceds of the affiliated
socicties in the parishes of Chankanai, Manipay and Vaddukoddai.

Membership:-

The number of socicties affiliated to this Union is
37, and only 2% of which are M,P.C.S, and the other 14 Stores

Socictics which have not been converted into multi-purpose, but

have been admitted to membership of the Union.

Rice~Ration Bookss~ The number of R.R.B.

made up as follows:-—

I\II.PQC‘SQ -
Store Socicties

!

Depots -

Authorised
Distributors -

23
14
8

54

79

R.R.B.

n

n

34,159
13,140
6,423

Maximum Credit Limits— A sum of Rs 1,2%3,500/- was approved
5.11.1967. The break-up of this M.C.L. is given below:-

Consumer Items. textiles,

Sugar
Flour

Subsidiéry goods

Textiles
Cement
Hardware

Loan Account - Pumps & Spares

cte.

Rs

4]

50,000/ -
50, ooo/-
30, ooo/-
70, ooo/-
25, ooo/-
25, ooo/-

Loan Account C.,C.De & R.C.S. Loan
Saltern No. 2 A/c. (Freeczed)

Saltern Working exp:
Letters of Credit Manure

CW.E. Credit

Rs 250,000/~

it

114

175,000/~
300,000/~
373,500/ ~
35,000/~
50,000/~
50,000/~

1_12.52.15001"

served by this Union is

on
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The Union has been directed to maintain a scparate ledger
to control the various expenditures scheduled under the differens
This kind of rigid credit control might put
the Union In an awkward position in the management of its business

heads given above,

(R

affairs., Greater flexibility should be given to the Committee of
Management at its discretion.

heres:- The valuc of a sharc is Rs 500/-. The paid-up share
capital as on 31.8.67 is Rs 43,266,27.

General Business Activiticse—

Activitics of the Uniong-

The following arc the Business

(a) Wholesale business in rice (free issue), flour, sugar,
subsidiary foodstuffs and all other articles necessary
for the life of the community;

(b) Textile wholesale and retail tradc;

(¢) Menagement of a hardware storcs

(d) Sales agents for water-pumps, keroscne and
fertilizerss

(¢) Operation of a Saltern projcct; and

(f) The management of two retail sclling points, and
8 depots for weak co-operative socictics that were
on the verge of liguidation, :

Progrcss of Businessi-

Comparative figures of thc business turn-

over for the past b ycars are given below:-—

1963
1964
1967
1966
1967

Thce gross

Purchases
Rs 4,302,862/~
N5 274,233/~
nG,105,679/~
n6,598,727/-
" 6,015,310/~

profit carned in

Salcs
Rs 4,43%,866/-
" 5,300,279/~
6,345,006/~
" 6,924,672/~
6,324,622/

the different branches of

business, and the net profits realised for the past 5 years are

also given below:-
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General Comments on the Business Trend:-

(a2) Purchase difficulties:

With the exception of the rationed-goods, most of the
requircments arce not freely available at the C.W.E. Items
such as arecanut, soapnut, washing-soda, quality coffce-secds,
coconut-oil, poonac, Bengal-gram, potatoes, etc., arc all
purchased in the open market.

() Margin of profit fixed by thc Union on the purchases
made from the C.W.L.:

Cost

Name of C.W.E, Union
Commodity Price: S.Pec
Garlic Rs 155/- cwt Rs 165/~ cwt
B-onions 21/~ cwt o5/ cwt
Gram-dhal " 51/50 cwt " 57/25 cwt
Creen—-gram " 45/25 cwit " 50/90 cwt
Battery Iux " 51/~ gross " 52/—- gross
Condcnsed Milk " 36/- Casc " 38/80 Casc
Tinncd Fish n 38/~ (80 in/C) ¢ 45/~ (80 in Casii)
Tamarind n33/0 cwg " 50/- cwt.

(¢) Margin of profit fixed by the Unicn on the purchascs
made from the private trade:

Name of
Commodity
Scmolina Rs 97/- Rs 103/50 (7 1lbs of 18 pktd.'
Pepper wo1/12 1b., M 1/30 1b.
Arccanut " 85/ cwt. " 90/- cwt.
Washing-soda " 35/- " 40/~ (1 bag)
Coffee seed " 2/50 1b. 2/70 1b.
Coconut oil " 19/- w23/~ (4 gl. tin)
Soap nut wo2/75 1b., M 3/~ 1b,
Poonac " 19/50 cwt. " 22/50 cwt.

(d) Percentage of sales to the affiliated Co-operative
Societies, and %o 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 becn worked out as an illustration from the salps
effected on particular days:



- 132 -7 °

(1) To members - . - Rs 30,515.21 ~ 65% of the total Sai.
To Privatc Trade - Rs 16,424,17 - 35% # 0 n i
(ii) To members - Rs 28,260.41 - 55% n " i

To Privatc Trade - Rs 23,296.10 - 45% " n f

(¢) Rationed Commoditics:

Maldive-fish, nmysore-dhal and cummine-sced are not in demoris
in this arca. As a result of this, the monthly allocations wmad:
to the socicties are not drawn by them in full. Even the meagi
quantitics that arc drawn by the socicties monthly are due to
official pressurc as they cannot by-pass the rcgulations. IFroo
business point of view, therefore, this practicc should be con-
gidered as irregular unrcasonable. ’

The'following figures indicatc the maximum allocation medc
and the amounts drawn with regard to rationed commoditics durii:
the months of June, August and October, 1967:-

Commoditics: Cormmoditics:
Maximum Entitlement: Maximum Entitlement Drawns
cwts 1bs 0%. cwts 1lbs cwts 1lbs cwts lbs.
Chillics 119 - 22 -

)
) FULL QUANTITY ISSUED:
Corriander 79 = 52 =2 )

Maldive Fish 19 - 97 - & 11 - 91 11 - 21 8 ~ T
Mysore Dhal 238 - 44 -6 149 - 70 110 ~ 23 127 - 105
Cummin Sced 19 - 97 - 3 16 = 80 10 - 49 14 - &C

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 Mysorce dhal may be reduced to half the
present allocation, and the balance supplcmented by
green—gram,

(b) The present quota of maldive~fish be reduced by
half, and an increase be given in respect of
corriander; i.c. the prescnt centitlement 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 1o 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 cwts of fertilizmers were received from the C0.A.S, and 10,770
cwts were issucd.

ITmport of Water-Pumps and Distribution:-~ TLicence has been given b
this Union for the importation of Alcon watcr-pumps. During the
last 10 months (1967-8), 250 Junior and 145 Scnior pumps were
imported and sold., The Union took an active interest in the impor
of these pumps as the prices prevailing in the open market were
exorbitant. At ivhe timc of the writerfs visit the price of a
Senior pump at the Union was Re 1,300/~ and the Junior pump

Rs 800/--. Thesc prices compared very favourably with thosc of

the private tradce, Inquirics revealed that the nminimum marked

rate of a Scnior pump was Rs 1,750/~ and that of the Junior pump
Rs 1,250/~. It would thus be scen that the cultivator paid to the
Union approximately Rs 450/~ less than the prices guoted by the
private importers,

In order to maintain an equitable distribution of the pumps
imported, the Committee of management has decided that 60 percent
of the imports should be distributed among the other Unions in the
Jaffna arca., It hos also been decided that 40 percent of the net
profits earncd should be give:r to the respcective Unions for handiing
these pumps.

DEVELOPMENT PROJECTS :

(1) Kalundai Saltcrus

This projcct was inaugurated in May, 1964, Under this
scheme, 340 acres of Grown land at Kalundai werce leased out
for the construction of Reservoirs, Condenscre and Crystallis o
beds. OF 340 acres, 30 acres have becen rescerved for Cry-
stalliser~beds of which 15 acres have already been developed.
Up to the period cnding 31.8.67, & sum of Rs 731,757.78 has
been spent os classificd in the following manncr:-

CAPITALISED AMOUNTS

Pixed Asscts: Buildings, Roads

and Furniture Rs 25,831.50
Development Crystalliser,
Project Condensors, Lagoon
Bxpenses: Channcl, Storage

platforms, pump-

house, Wind-mill,

Water-pumps, Tools '

Btc, Rs 5%6,%66.95 562,198.45

g;glg;rslgs (5.4.66 - 31.8.67) 169,559.33
731,757.78
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(i) To members - ~ Bs 30,515.21 - 65% of the total Sol.
To Private Trade - Rs 16,424.17 - 35% # 0 n i
(ii) To mewmbers - Rs 28,260.,41 ~ 55% n n i

To Privatc Trade - Rs 23,296.10 A% n o " n

€]

(e) Rationed Commoditiecs:

Maldive-fish, mysore-dhal and cummine-sced are not in demanid
in this arca. As a result of this, the monthly allocations madc
to the sociectics are not drawn by them in full, Even the meagit
quantities that arc drawn by the societies monthly are due to
official pressurc as they cannot by-pass the rcgulations. IFron
business point of view, therefore, this practice should be con-
gidercd as irregular unreasonable,

The following figures indicatc the maximum allocation modc
and the amounts drawn with regard tc rationcd commodities duri:
the months of June, August and October, 1967:-~

Commoditics: Cormoditics:
Maximun Entitlement: Maximum Entitlement Drawn:
cwts 1lbs oz, cwts 1bs cwts 1lbs cwts lba.

Chillics 119 - 22 -

)
FULL QUANTITY ISSUED:
Corriander 79 - 52 =2

Maldive Fish 19 - 97 - % 11 - 91 11 - 21 g - TF
Mysore Dhal 238 - 44 -6 149 - 70 110 - 23 127 - 109
Cunmin Seced 19 - 97 - % 16 — 80 10 - 49 14 - &6

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 Mysorec dhal may be reduced to half the
prcsent allocation, and the balance supplcmented by
green—-gram,

(b) The precsent quota of wmaldive-fish be reduced by
half, and an increase be given in respcct of
corriander; i.c. the present cntitlement of 2 ozs.
per ration book be increased to 4 ozs,

(¢) In the case of cummin-seed, tob, they feel that the
normal allocation could be reduced and supplementcd
with chillies,

Fertilizer Sales Agency:- The agency has been given to this Union
by the Commissicner of Agrarian Services for the distribution of
fertilizers to the Co-operative Societies and to the hona-fide
cultivators in the area. During the past 12 months (1967-8),
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10,960 cwts of fertilizers were received from the 0.AL.S. and 10,7350
cwts were issucd.

Import of Water-Pumps and Distribution:~ Licence has been given To
this Union for the importation of Alcon watcr-pumps. During the
last 10 months (1967-8), 250 Junior and 145 Senior pumps were
imported and sold., The Union took an active interest in the impont
of these pumps as the prices prevailing in the open market were
exorbitant. At vhe time of the writer's visit the price of a
Senior pump at the Uunion was Re 1,3%00/- and the Junior pump

Rs 800/--. Thesc prices comparcd very favourably with thosc of

the private tradce, Incuiriecs revealed that the ninimum market
rate of a Scnior pump was Rs 1,750/~ and that of the Junior pump
Rs 1,250/-, It would thus be scen that the cultivator paid to the
Union approximately Rs 450/~ less than the prices quoted by the
private importers,

In order to maintain an equitable distribution of the pumps
imported, the Committec of management hag decided that 60 percent
of the imports should be distributed among the other Unions in the
Jaffna arca., It hos also been decided that 40 percent of the net
profits earncd chould be giver to the respective Unions for handling
these pumps.

DEVELOPMENT PROJECTS s

(1) Kalundai Saltcrns

This projcct was inaugurated in May, 1964, Undcr this
scheme, 340 acres of Grown land at Kalundail were lcased out
for the construction of Reservoirs, Condecnscrs 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 cnding 31.8,67, a sum of Rs 731,757.78 has
been spent os classified in the following manncr:-

CAPITALISED AMOUNTS

Pixed Agssets: Buildings, Roads

and Iurniture Rs 25,8%1.50
Development Crystalliser,
Project Condensors, Lagoon
Expenses: Channcl, Storage

platfcrms, pump-—

house, Wind-mill,

Water-~pumps, Tools '

Dte, Rs 5%6,366.95 562,198.,45

%iﬁéiggse (5.4.66 ~ 31.8.67) 169,559.33
731,757.78
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The audited statement of accounts for the period ended 4.4.,1967
reveals that the saltern had worked at a loss of Rs 88,136.97.
It is, thcrcfore, nccessary to consider this case as a matter
of concern in that, whether or not this project should be
undertaken as an integral part of the business functions of

the Union. What is its valuc to the Union even if it is a
successful project?

Production of Salt:- During the first year of its production
in 1965 8,471 cwts of salt was collected. The Board of Mancgco .
ment did not anticipate a good harvest during that year. In
the sccond year, the quantity collected was 9,075 cwits. The
weather had been very unkind and due to persistant rainfall
right throughout the scason, a very poor harvest was rccordced.
During the third season, i.c. in 1967, the total quantity
collected was 17,826 cwts duc to certain technical defccts

in the saltern.

Financing of this project:- The Jaffna Co-operative Provincial
Bank is thc financing agent. A sum of Rs 650,000/~ was approvi:
for this purposc. The interest payable on this loan was a hcav
charge on the Union. The Committec of Management, therefore,
appealed to the C.C.D., and R.C.3. for financial assistance.

In responsc to this appeal the Commissioner has granted an
interest-free loan of Rs 300,000/- repayable in 10 annual
instalments of Rs 30,000/- cach, commencing from 1967.

Pricec of Salt:~ The basic price paid for a hundred-wcight of
salt is Rs 1.25., The National Salt Corporation has also
approved the following additional payment to the Kalundail
Saltern with effect from 1966 for services rendercd by the
latter:-

(a) Transport of salt from drying ground, ctc.
@ -/20 cts per cwt.

(b) Weighing and issuc of salt @ -/06 cts per cwt.
(¢) Supply of water - Rs 507.56,
(d) Issue of stores maintenance, etc. Rs 445,98,
(e) Conscervancy — Rs 164/-,

The Board has also decided that an 'aid! allocation of

Rs 3,500/— should be granted for 1967 for recurrcnt maintenancc
work at the saltern.

Cost of Production:— The cost of production for the crop
secason 1967 works out Rs 3-63% per cwt, while the Salt
Corporation pays only Rs 1-25 per cwt,

In ascertaining the cost of production of salt, all direct
and indirect expenscs together with the interest on the Banlk
loan have been taken into account. Depreciation on plant and
machinery and other depreciation on capital itcms have, how-
ever, not been included in the assessment of the cost of
production., Apparcntly, this is not a profitable project,
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and it served little purpose to the member sovcietics, It should
be a State business under the Salt Corporation, cspecially the
Corporation has operated salterns nearby this area,

Power Loom Project:

The Department of Small Industries has approved the
establishment 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 Development and Small Industries through the
C.C.D. and R.C.S, The former recomncnded the acceptance of
the tender from Kasghima Trading Co. Ltd., Japan, The amount
guoted by this firm is £18,427-5-10; (Rs 246,600/- in Ccylon
currency). A confirmaticn of thc acceptance of the tender
has not becn conveyed to Kashime Trading Co., as the Union
has not yet been given the forcign cxchange.

The Union was in correspondencc with the Development
Finance Corporation for the rcleasc of the forcign exchangce
and the required finance. The application was not entertained
on the grounds that it is not a limited liability Company.

The Development Division of the Ministry of Industrics has
now advised the Union to make a fresh application for con-
sideration under the Third Yecn Credit Agrcement. 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 less than Ris 1,200,000/ ~.
If this be the case, the Union will not get thc rclease of
cxchange under this agreement, too.

With the assistance of a technical adviser, the cconomic
aspect of this project has already been preparcd. Financing
this project is the biggest problem. The Committee hos
elected a sub-committec to work a scheme for the collection
of funds before they could negotiate with the Jaffna Co-
operative Provincial Bank for assistance. Approximately
gix lakhs is recquired for the implementation of this
project,
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INSPECTION NOTE: NO, 2

VALIKAMAM EAST MULTI-PURPOSE CO-OPERATIVE
SOCIETIES UNION, LIMITED

Constitution:- This Union was formally registered in 1944 as
Valikaman East Co~operative Stores Union, Limited. It was later
cogverted into Multi-~purpose Co-operative Societies Union in
1961,

Area of Operation:- Its total membership consists of 20 registcrcd
Co-operative Stores Societies, 23 Multi-purpose Co-operative
Societies, 2 school co-operatives and 1 bakery. The arca of
operation of thc Union covers the entire Divisional Revenuc
Officer's Division. It caters for the needs of 53,600 consumers.

Business:- The Union holds a total of 51,768 Ricc Ration Books.
It runs two wholesale branches and threc retail units. It
supplies foodstuffs, including milk foods, groceries, textiles,
hardware and building meterials, 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 services.
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 48,459.9% and (b) Reserves - Rs 86,152,05, It also has a

sunn 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,% J/-.

Buildings:~ There are two 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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INGPECTION NOTE: NO. 3

INUVIL MULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED

This Society which was rcgistered as a Co-operative Agri-
cultural Production and Sales Society on 3.8,5% 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 pecasant. 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 Socilety:

(2) Management of two consumer stores which cater for
the needs of the villagerss;

(b) Management of a bakery which serves the needs of
the local population:

(c) Management of a hand - loom textile centre, where
quality textiles arce produccd, and management of a -
model textile depots where all varieties of textile
arc stockeds; and

(d) Markecting of agricultural produce by a separate
department,

BUSINESS TURNOVER:

The business turnover for the past 3 yecars is given below:-

Turnover: Turnovers: Turnover: Turnover Net Profite
Consuncr
Textile & Agricultu-
Year Othcer Itcms 1ral Produce Bakcry Handloom
Enging Jan.66 Rs 174682.00 Rs 198786.00 - - Rs 9259.0C

"U6T " 492611.00 " 359972.00 32428.00 7,037.00 " 25987.0C
"O68 " 552462.00 " 506095.00 37%000.00 7,102.00 " 2§279,0C

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, sced-materials, water-pumps and a variety of other items
have been brought within the easy rceach of the farmers. More and
more cultivators arc now patronising the society and the business
has increased by four-fold.
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BAKERY s
The bakery 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 %,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 responc.
received from them has been encouraging. The total savings
collected up to 1.2.,68 amounted to Rs 30,983.00,

RURAT, BANK:

In order to assist the members in their agricultural
operations and other urgent financial reguirements, the socicty
has started a rural bank where the members are afforded the
opportunity to borrow short-term and long-term loans., ILong-tern
leoans arc granted on collateral securitics for purposes like
improvcment of land, building houses, settlement of old debts,
ectc. 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 cxorbitant rates of interest in the
locality.

TEXTILE HANDLOOM:

Sarces, vertys, shawls, towels and other utility textiles
are produced in this secticn, and the finished products arc
channelled through the society's textile retail store for
disposal.

ONTION KOODUS:

Onion koodus which arc used for the packing of onions arc
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 3%1,540,00 from them in 1967.
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INSPECTION NOTE: NO. 4

ATAVEDDY MULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED

Prior to World War II, a private Joint Stock Company known

as "Alaveddy Trading Company" was catcring to the economic ncceds

of the people of this village. The sharcholders then compriscd
Malayan Pensioners and the well-to-do people of this village.
After the out-break of World-War 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 jecopardized the business of this private company.
As an alternative measurc, they organised a Co-operative Store

Socliety taking into its fold all the consumcrs of the area,

This

was the begining of a first - rate co-operative institution which
is secrving the necds of the Alaveddy population to-day. This

society flourished as a store society since 1943, and in 1958

was converted into a Multi-purposc Co-opcrative Society, Ltd,

AREA OF OPERATTION AND MEMBERSHIP:

The society covers the entire ¥illage of Alaveddy which
situated about 10 miles from Jaffna Town, and has a membership
of 1,162, serving ncarly 7,200 people.

ACTIVITIES OF THE SOCIETY s

(2)
(o)
(c)

(a)

Supply of consumer-goods, including textiles, and
productiocn reguirements, such as fertilizers and
agricultural implcments;

Granting of short-term and long-term loans through

its Rural Bank for agricultural developmcnt, settli

of old-debts, construction of houses, ctc.;

Management of a pawn-shop wherc members could pawn
their valuables;

Management of a hand-loom textile weaving centre.

BUSINESS TURNOVER; GROSS PROFITS & NET PROFITS:

The Socicety has two main scctions for food-stuffs and
textiles, threc retail branches and an agricultural section.

As an illustration, the figures in respect of the business turn-

over for the threce years, 1964-66, are given below:-

it

ng

Turnover Turnover . )

consumer Agricultural Total Gross Net Net
Year scetion section Turnover Profits Profit Losscs
1964 Rs 841157/~ Rs 173%429/- Rs1014626/~ 49124/~ Rs 9574/~ -
1965 " 1059989/- " 380862/~  L440851/- 62578/- " - s 3501/

1966 " 1123726/~ " 408202/- 1531928/~ 8Q145/- " 3231/-
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It is to bc noted that, the management cost in relation t-
total turnover is rather high and thc higher the rate of turnover
the lower the rate of gross profits and nct profits with 1965, o
bad year incurring a loss to the society. This shows that manage
ment is one of the serious problems facing the co~operative move .
ment of Ceylon to--day.

DISTRIBUTION OI" PROTITS:

It wos stated that the net profits earned cvery year were
to be apportionced in the following manncri-

(a) 25 percent of the net profit was to be set apart as
statutory Reserves

(b) 10 percent of the nct profit was to be contributed
to the Northern Division Co-operative Federation
as Building Fundj; and

(c) 5 percent went to the Co-operative Fund.

In addition to the above allocations, the Society paid
a dividend on sharecs to its members not cxcceeding 6 percent, and
o month's salary as bonus to its employees. Proportionate alloco -
tions were also madce towards Common Good Fund, Building Fund or
any other Funds the general body may desire to set up. It is,
therefore, that therce is no dividend for distribution to members
pro rata to the amount of business transaction made by them. The
nembers 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 PRODUCH HANDLED:

() Thc socicty purchases onions from its members and
disposes of it through another co-opecrative organi-
zation known as the Agricultural Producers! Co-
operative Union, Northern Division which undertakes
the disposal of produce of its affiliated societies,
The pricc paid to the cultivator for a hundrcd weight
of onions varics from Rs 22,40 to Rs 34,72 for
differcnt months., Thc prices are staggered in order
to encourage the cultivator to preserve the onions
and to gect an enchanced price at a latcer 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 1967 was 17,000
cwts.

(b) EHILLIES arc bought from the members and also
disposed of through the above Union,
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RURAL BANK:

This Bank is being menaged for the benefit of the culti-
vators in the area. The People's Bank grantcd an overdraft of
Rs 200,000/~ for the following purposcs to be rc-lent to the
memberss (1968)

Pawn broking Rs 50,000.00

Special loan 25,000,00
Mortgage loan 100,000,00
Consumption loan 25,000.,00

Rs 200,000,00

The loans arc granted by the bank at 7 pcrcent interest.
and the Society rccovers at the rate of 10 percent. The period
of repayment of loans varies according to the type of loans
granted.,

The members arc allowed to borrow the following maximum
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 thc day of inspection, (25, March, 1968),

MAXIMUM CREDIT LIMIT:

Every yecar the District Assistant Comnmissioner of Co-
operative development fixes the maximum limit the Society could
borrow both from the Government Departments and lending institu -
tions to cnable the Socicty fto implement its programme of work
for the current ycar. 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 Assistant Commissioner.

LOANS TO MEMBERS:

The following loans were granted to the members in 1967:-

Types of loans No. of loans Amount grantecd
Paddy Cultivation 28 Rs 4,270.00
Potato n 3 350,00
Chillies n 47 12,%20.00

Onions b 141 59,705,00
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The total amount of loans outstanding is Rs 319,141.73
as on 31.12.67,

SAVINGS SCHEME:

When the members surrcender their onions,; 10 pounds per cwt,
arc deducted as an allowancc for loss of weight. Out of this de-
duction, the socicty credits to the members'! savings account a sun
of Rs 1/-. The accwaulated savings of the members stand ot
Rs 3%2,888,68 as on 31.12,67. The mcmbers are not allowed to
withdraw their savings, unlcss it is for an unforesecn causc.

TEXTILE HANDLOOM SECTION:

There were 18 looms, and 28 working girls were employcd in
this section under a textile demonstrator. The required yarn was
purchased from the Co-cperative Textile Union, and the finishcd
products wcre sold through the textile scction of this Society.



- 143 -

INSPECTION NOTE: NO., 5

AVERANGAT, MULTI-PURPOSE CO~OPERATIVE SOCIETY, LIMITED

This Society was registered on 20,2,.48 under the name of
"Valikamanm East Co-operative Agricultural Production and Sales
Socicty, Limited", covering the whole of Valikamam East Divisional
Revenue Officer's Division., It was later convertcd into a Multi-
purpose Co-opcrative Society on 29.6.59. This change cnabled the
Society to undertazke consumer activities and to intensify its
assistance to the farmers of Averangal. Total number of members
as of 24.3,1968 was 787. The busincss activities of this Society
consist of thc following:-

Agricultural Production:-~ The members of the Socicty have under-
taken the production of the following crops:-

Onions:— About 300 acres are brought under cultivation
yearly for onions, resulting in an yicld of %6,000 cwts.

Potatoes:~ Potato cultivation commenced only in 1964,

As a trial, about 5 acres were cultivated. The experinent
had becen successful and the area under potato culiivation
had progressively increased to about 60 acrcs this yeor,
(1968). The total harvest reached nearly 8,400 cwis., It
was estimated that as many as 300 acrces would be brought
under cultivation in 1969,

Chillies:-~ The area cultivated is about 15 acres,
resulting in aon yield of about 180 cwts., The progress
in this field is not impressive as the plants have been
affected by discase,

In assisting its members, the Society supplies all the
necessary insccticildes and sprayers besides granting cash loans
for cultivation and for sinking wells and installing punps, etc.

Consunier Activitics:— The Soclety started a consuncr section in
1964 and has been supplying consumption goods to the nembers.
Arrongenents have been made to sell goods on credit on the
security of agricultural produce sold through the Society.

Finance:- The financial position of the Socicty is sound. It has
applied for pernission to start a "RURAL BANK" in order to ;nable

the gronting of medium-tern loans for housc-~buildings, rcpalrs

and cxtension to dwelling-housc and redenption of old debts, etc.

The nenbers have dcposited their savings in the Society
to the amount of about Rs 25,500/-. The ultimate ain of the
Savings-Schene 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



- 144 -

utilised for the business activitics undertaken by the Socicty.

The capital of the Society at the time of the visit was
composcd of Rs 65,420/~ in sharcs and Rs 99,600/- in reserves,
In addition, it had a substantial amount of disposablce netd
profit of Rs 90,384/-.

Tobour Contract:~ The Socicty has undertaken a contract to rclay
The village road bordering the Society for a sun of Rs 12,000/-.

Buildings:~ The Socicty owns two large buildings. One has been
for accommodating the agricultural producce narketing section and
the other for consumncr store gection,
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A BRIEF NCOTE ON THE MULTI-PURPOSE CO-OPERATIVE
DEVELOPMENT TN THE JAFENA - EAST DIVISION

The Jaffne Fast Division is an arca which conprises 3
Divisional Revecnuc Officers! Divisions, viz. Jaffna Town,
Thenmaradchy (Southcrn Arca) and Vadamaradchy (Northern Area).

The entire arcea is about 175 square miles in extent. The total

nunber of societies in existence in this arca was 447 at the tine

of the visit. Anong them 118 were multi-purpose co-opcratives,

including those which had been converted as well as socicties

that had been newly established and registcred. There arc 7 Unions
of nulti-purposc co-operatives for the entirc division,

The multi-purpose co-operatives have rendered assistance
to members engaged in agriculture. The total loans for long-ternm
and nediun~tern requirenents granted by the Cormissioner of
Agrarian Scrvices through these co-operatives amounted to about
Rs %% 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 Schene,
the Jaffna Co-operative Provincial Bank has undertaken this task
in the Jaffna District. The anount of loan granted up to date,
(March, 1968), for thc Jaffna East Division totalled Rs 514,718.89
cts. which was subdivided as follows:

(a) Paddy production cetecsoecsass. RS 212,382,14

(b) Chillics M e e e M 71,046.25
(¢) Onions B i eeeaeeno " 79,685,00
(d) Potatoes " e eteecoonen .. " 151,605.50

It may be mentioned that 50% of the societies arc engaged
. 1in businesses mecting the nceds of members both in respect of the
» consuner goods and agricultural requirements. Another 5% have
also undertaken contract work to provide private employment to
members. The rest of the societies, however, are cngaged only
in running consumer stores serving the people of the arca.
-These societies are not rmulti-purpose in naturc and scope. A
few of the socicties have encouraged their members to make 'Kudoos!
(long narrow baskets made from the ribs of the Pelmyrah paln) for
‘8toring 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.

: Threc of the 7 Unions are engaged not only in the consumcr
~trade, but also in performing contracts. One of the Unions has
‘8lready planned to expand its consumer activity by taking over
-the supply of petroleum for its area. All 7 Unions are actively
“engaged in the wholesale trade supplying commodities to the
affilitated member-societies. Nonc of thce Unions has entered

into the field of production as yet.
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The Jaffna Fast Division is not a rice surplus area. Thero
is not much of large~scale paddy cultivation., The shortage of fooo
supplies duc to factors beycnd the control of the M.P.C.S. has
affccted the business activities of these societies. On the othcr
hand, societies have been performing agency functions of the
Government under the National Development Program, These functicnc
ares-—

(a) The purchase of agricultural products under the
Guarantecd Pricce Scheme,

(b) ac distributicn of foodstuff under the Rationing
Scheme, and

(c) The supply of fertilizers, seceds, etc., to member
cultivators.

It was stated that uneconomic units socicties have been
maintained in order to help the pcecople of particular areas for
the implementation of Government policy,

Most of socicties arec now having services of trained
personnel, but in about a quartecr of the societies, the work
of the management Committees was not up to the average standard
of supcrvision,

The socicties, cxcept in a few cases, have yet to attract
savings of individual members from the arca. They depend on
financial aid cither from Government or from local Banks, without
much progress in building up their own funds,

Attendance at meetings is another probler, 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 bchind 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 cvery
effort should be made: (A) To make socicties viablc Units
economically; (B) To impart regular training to all employecs
to step-up managerial efficiency; (C) To conduct a scries of
members education programmues. This form of cducation would
nake for mecaningful member-participation in the affairs of the
societiess (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 1o
make the movement healthy and strong; and (F) To make all
societies pay thc dividend and rebates into the share account
of the menbers.
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INSPECTION NOTE: NO. 1

JAFFNA M.P.C.S5. UNION, LIMITED

<

There was scarcity of consumer goods during World War IT
"in Ceylon. IEspecially the problem of the shortage of food supply
and difficulty of itls distribution was serious. The Government
was compelled to make vre of the co-operative movement to help
solve part of the caergency problems. Over 4,000 retail co-
operative soclicties werce started within a very short period of
time and all cssential articles were channelled to consumers
through this network of co-opecrative stores. To facilitate the
working of co--operative stores and to obtain in bulk the require-
ments for co-opcrative stores in particular areags Co-~-operative
Stores Union was formed to operate in cvery D.R,0.'s area., With
the introduction of the multi-purpose co-operative scheme the
work donc by the co-operative stores was taken over by the multi-
purpose co-operatives and, consequently, all co-opcrative storces
unions were converted into muiti-purpose co-operative socicties
unions, Thigs *rangformation process has been carried out in
most cases wivliout much difficulty and hardship.

The Jaina Nulti-purpose Co-operative Societies Union,
which was converted from Jaffna Co-operative Stores Societies
Union into MM, P.C.3, Union in April 1959, operates not only for
the entire Jorina T.R.0.'s division but also in addition caters
to a few socicties in the D.R.O.'s Divisions of Kayts, Kepay and
Tellipallai,

Menmber-gsocieiics of this Unionc-

B.‘"Io}.)ng)So ] o . L) o L] o L] o a [.] * 14
Co-cmerative

Stores Societies 4 o v ¢ 4 6 o e e 25
Hogpital Welfare

Socidtj(ﬂj ° » Y ° o £y ° . ° l

To—tal L] L] L] [} L] [} ° ° L] 40

Non-nmember Organizations having business transactions
with this M.P.C.S. Union, Ltd.:-

. Urban Rural Total
M.P.C.S, - 7 - 7 - 14
Co~-0p. Stores - 21 - 4 - 25
-[\-LCDQS. - 66 - 18 - 84
Depots - 9 - 5 - 14

P
nr———— ——

Total - 103 - %4 - 137
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Total Number of Ricc-Raticn Book handled by the Union -
134,155 at the time of the visit,

This is onc of the largest Unions in Northern Ceylon scrving a

population of over 140,000 persons and having a turnover of over
Rs 14/- million a yecar,

This Union, in fact, is not a real Union of M,P.C.S., as
it doecs mnot embark on production or any other activitics besidcs
catering solely to the consumer nceds of all co-operatives in ite
area of operation as under the old pattern. Being a wholcsaler
the Union runs 14 retail shops in areas where therc arc no
registered co-operative societies. In addition, therc 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.,

Pigures relating to the business turnovers of the Union
for the past 6 years are given below:-

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 10,282,178
1964 1%,259,537.67 144,133,377 41,918,377
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 89,25%.80

¥ It was stated that rcbates to member~societies
have been given based on purchases, but no detail
figure is available,
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INSPECTION NOTE: NO, 2

ARTATAT MULTI~-PURPOSE CO-OPERATIVE .SOCIETY, LIMITED

This M.P.C.S. was registered in February, 1959. The
society took over the management of the Arialia Co-operative Stores
Society which wags funcitioning 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 was felt then that the Society was not catering to
all the needs of the members, Hence steps were taken by the
nembers to convert it into a M.P.C.S. in order to follow the
trend of the development of the movement. The Rescrve Funds of
the Arialai Co-operative Stores Society of Rs 5,2%1.04 and the
Reserve Pund of the Chiviatheru Co-operative Credit Society of
Rs 2,09%/~ were being transferred to and utilized by the Arialai
M.P.C.S. Thec area of operation of the M,P.C.S. covers Nallur
Village Council Wards Nos. 11, 12 and 13 and Jaffna Town
Municipality Ward 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 cultivablc
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 arc frequent. The average yield
of paddy per acrce is about 60 bushels, which is well above the
national average.

Consequent to the Government's decision to increase the
Guaranteed pricc of paddy from Rs 12/- to Rs 14/- all the avail-
able paddy lands have becn 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 rnuch higher than the guaranteed price, most of the
members have sold their paddy outside the scheme, The Society
hag granted Rs 6,028.80 under the present Agricultural Credit
Scheme to 21 members. So far only Rs 625/~ have been recovercd
from 3 members at the time of the visit. The Socicty also
supplies the farmers with seed paddy, manurc, insecticide,
sprayers as well as poultry and Cattle fceding stuff, etc.

Handloom Textile Weaving:

The Society is running a handloom textile weaving centre
which was started in 1965. The centre is housed in a building
put up by the M.P,C.S. out of its own funds 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
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the poor families. At present the centre operates with 8 looms,
a warping machine and a winding machine., It produces sarecs,
vertics, shawls, pyjama cloth, towels, etc., There is an
cxpericnced 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. Union, 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 consumer
goods at a fair price. It runs a consumer section and a textile
section. Two managers arc 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 whercver
possible the members had been employed in the following projectss

Valuc of contract

Yecar works undcriaken Profit
1961 Rs 2,964.34 Rs 1,007.17
1962 " 20,980.00 " 814.00
1963 " 17,249.52 " 2,688,92
1964 - -

1965 ] " 21,711.00 " 891.41
1966 " 29,100.00 " 6,066,00

Savings Canpalgn:

The Society has recently started a Savings Campaign.
Deposits arc being received from the members. The idea of
running o Rural Bank has bcen entertained recently.

Buildings

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 Scrvicces,
The building is put on a temple land leased for 20 yecars,
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Statistics showing the progress of the
Society since registration

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 " 97,307.39 " 3,954.08
1963 209 " 4,491.64 "112,433,45 " 3,870.78
1964 226 " 7,132.14 "o142,141,01 no2,528,52
1965 243 " 8,750.28 " 153,253,12 "1,143,68
1966 251 " 10,825,.60 " 170,234.43% mo7,095.71
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: NO. 3

THIRUNELVELY MULTI~PURPOSE CO-OPERATIVE SOCIETY, LIMITED

This Society is situated in the Village of Thirunelvely
which is predominantly an agricultural village. The crops raiscd
are mainly plantalns, yams, potatoes, onions, chillices and veget-
ables. Tobacco is also grown extensively, The village is about
1% 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 Storcs
Sociecty in 1943 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) Pixed Savings Deposit

Interest payable

1 year - 1% years - 4%
1% 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 F.D. accouns
with the Society could treat this as a purchase advaonce
and is entitled to credit dealings up to that amount tc
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 minimum 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-
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(IT) 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, sceds, etc.

(III) 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-
chillics, .Value of produce sold uring the years, 1966

- and 1967, and the acrecages of land cultivated are listed

belows =
(a) potatoes Rs 28,354,20 - 18 acres
(b) chillies Rs 185.62 - 2 acres
(c¢) onions Rs 12,182,09 - liacres

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 with require-
ments of thread, cloth, needles etc., and subsequently it
also assists in the sale of the finished products.

(IV) Consumer nceds of members and non-members

The Society supplies the reguirements of members and
non-nmembers in the area, It has to compete with 3 well
established private traders who give credit to the
customers. The number of ration bocks attached to the
Society was 3,894 at the time of the visit.

As a stores Society before conversion it paid a rchate
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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Yecar Amount of Contract Profit

1962 Rs 7,697.55 Rs 1,970.70

1963 Rs 29,461,511 Rs 4,558.84

1967 Rs 115,016.85 Work in progress at

the time of the visit
(VI) General

The Committec has been very active and Committee
meetings have bcen held monthly. The President takes a
very kcen intercst in the working of the Society. The
leadership spirit of the Committce and effective mangement
of the Society succced in serving the whole community
bencficially.

Statistics showing the progress of the Socicty

No. of Nett
Year Members shares Turnover Profit
1958 396 1,799.00 168,928.65 2,007.99
1959 - 2,325.00 211,590.90 2,304.05
1960 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 4,572.84 360,409.806 5,985.85
1965 553 6,849.64 590,324.37 4,837.67

1966 5396 8,165,59 701,712.,14 9,686.03%
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A BRIEF NOTE ON THE MULTI-PURPOSE CO-OPERATIVE
DEVELOPMENT OF THE JAFFNA - SOUTH DIVISION

A general survey on co-operative activities in this
Division is condenscd as follows:-

Societies: No:
Multi-purpose Co-ops, .. 67
Credit Socicties, Unlimited - 70
Credit Society, Limited oo 1
Stores Societies .o 3
M.P.C.S. Unions .o 5
Credit Unions ' .o 3
School Co-ops., .o 7
C.A.P. & S. Society .o 1
Cigarctte Tobacco Growers .. 6
Textile Co~ops. .o 1
Carpentry Co-ops. .. 1
Fighing Co--ops. oo 9
Labour Co-0pSs. . 3
Welfare Co-ops. - 2
Elcctoral Co~op. Farm, (MPCS) .o 1
Coconut Sale Co-op. oo 1

Total 1

i
H
-

Multi-purpose Co-operatives and their activities:-—

There are 67 M.P.C.S. in this arca, all these societies
are paying special attention to fair distribution of consumcr
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 consunmer ggods and also
attends to the marketing of the locally grown agricultural
produce coming within the G.P.S.
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Paddy Cultivation

The acreage cultivated was currently 62,441, Loans

granted, for the year, (1967-8) to sccieties by Banks for
paddy cultivation amounted to Rs 2,926,502/-, and for sub-
sidiary crops, Rs 164,636/~. Loans grantcd by societics
to members reached an amount of Rs 2,335,439/- for paddy
cultivation and Rs 137,325/- for subsidiary crops.

Asgistance given bLv the Government

(1)

(2)

Cash loans for ploughing, transplanting, weeding, and
harvesting ore granted in addition to seed paddy,
fertilizers and agro-chericials which are issued in
kinds. Marketing loans are also granted to societies
to buy produce from its members.

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 Guarantced
Prices Schenes.

Problems of Agricultural Development in this area

(1)

(2)
(3)

(4)
(5)

(6)

(7)

(8)

Lack of proper irrigation facilities deprives the
farmer to put into cultivation the entire acreage for
both seasocns (Maha and Yala),

Occasional heavy floods cause inundation of the ficlds
in which paddy is grown,

Crops Insurance does not cover all but only certain
sections of the agricultural plots,

Necessity for semi-mechanised farming,

Problems of subsistence maintenance during cultivation
periods,

Insufficiency of space for comnstructions of go-downs
with a view 1o accornmodating as rmuch of paddy as
possible,

Indecbtedness to local money-lenders which is now
happily being gradually rcduced in view of the local
Banks coming to the rcscue of the farmer, and

Chemecials have been increasingly used in the recgnt
past but there is still shortage of fertilizers in
the hands of the distributors.
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INSPECTION NOTE: NO, 1

ELEPHART PASS M,P.C.S.

HISTORICAL BACKGROUND:

This Society was formerly registcred in 1943, mainly for
serving the workers of the Blephant Pass Salterns and their
families with a view to catering for the entire needs of thesc
people. It was later converted to M,P.C.S. in accordance with
the law,

Agricultural Activities:

A few 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 sur of Rs 5,198/5O
was given as follows:-

(1) Ploughing - Rs 2,132,.50
(2) Sced Paddy - Rs 1,106,00
(3) Manure - Rs 1,960.00

Paddy Purchase:

The Society has handled membersf paddy surplus for sale
under the G.P.S5. to the amount as follows:

1957/58 - 489 bushels 1961/62 - 8,819 bushels
58/59 - 4,100 L 62/63 - 1,066 "
59/60 - 3,982 L 63/64 - 1,611 "
60/61 - 2,821 " 64/65 - - "

65/66 - 1,599 "

Consumer Activities:

The following is the data showing the total sales of
consumer goods of this Sociecty:-

Periods Sales
1.12057 - 30.11.58 - RS 31999904’9
1.12.58 - 30.11.59 - 29,124.47
3012059 e 30.11.60 - 26,168.25

1.,12,60 - 30.11,61 - 26,331.71
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Periods T -Sales
1.12.61 - 25,1.63 - - . Rs 30,782.,74
26.1.63 - 31.12,63 - T 2%,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
umismanagement 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 thc Society has been functioning well again since then,

but without much co~operative spirit in it,.
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INSPECTION NOTE: NO. 2

PALTAT M,P.C.S. LIMITED

This Society was registered on 30.4.49 as a Co~operative
Agricultural and Sales Socicty which was converted on 2,12.57 into
multi-purposc. The total number of members was 126 at the tinc
of the visit, Most of them were in arrears of share instalments
payments. The present Committece has taken action to recover the
outstanding amount duc 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 4,23%9.50.
in 1967-8,

As a C,A,P. & S. Society, its membership covered the whole
of Pachillai Pallai D.R.O.'s Division. Aficer thc conversion the
Society's area of opcration remains unchanged, The M,C.L. approved
by A.C.C.D. was Rs 184,907 on 19.10.67, Of the C.A.S. Loan of
Rs 50,906,21, Rs 29,677.95 was for building loan, and the balance
was granted under the BExpanded 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 writtcn
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/- fron 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 supplices fertilizer
to its members for paddy cultivation and for subsidiary food crope
like chillies. During this Kelapokam 67-68, the Society had
supplied to its members about 200 cwts of urea, and 100 cwts
of Sulphate of Ammonia,

The Society is a Sub-Agent for the purchasc of paddy and
subsidiary food crops, such as chillies under the Guarantced
Price Scheme and it is the Sole Agent for the popular Daily
papers - Daily News and Thinclcaran in the Pachillaipallai
D.R.0O.'s Division.

The Society undertakes labour contract with the Government
and during last year it earned a profit of Rs 1,635/~ on this
account,
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With lessons learnt of past failures, the present Committec
has taken great care in the management of the affairs of the Socicy
and the busincss has expanded in many directions, such as dealings
in hardwarc, patent drugs, textiles, consumer goods, etc, During
the past year the Socicty has made a Net Profit of Rs 5,3%53/64.

To improve the lot of the employees, the Society is a contributor
to the Employees Provident Fund towards which the employees con-—
tribute 4% of their Salary, while the Society gives 6%. The
Society also offers annually a month's basic salary as Bonus to
its cemployces, -
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INSPECTTION NOTE: NO, 3

PARANTHAN 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 as follows:

Sharc Capital Rs 42,879.00
Reserve Funds " 149,221.00
Common Good Fund " 745,00
Employees Security " 7,400,00
Accumulated Profits " 225,192,00
Value of Buildings - n 92,626.00
Valuc of PFurniture & Handloom " 16,973.00

This Society is engaged in following activities:

1. Consumer section
2. Textiles

3, Paddy Purchase
4, Weaving Jentre

5. Supplies: Manure, Seed Paddy, Barbed wire,
and Ccment, etc,

6. Granting of loans to members,

The turnover of business of the past few ycars is quoted

belows: -
Other
Consumer Textiles Paddy Weaving Supplies

1962 Rs 65091.27 Rs 34423.62 Rs 1078478.50 - Rs 1014646.10
1963 61,624,611 97432.41 992915.25 - 123530.47
1964 76646.27 134748.67 91,113.44 - 119065.74
1965 65584 .64 108792.44 276360,00 13189.18 AT165.05
1966 85997.14 93605 .40 L055753.35 42522.99 116484.70
1967 79725.00 102560.00 - 72220,00 89365.00

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 mininmum cultivation
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area of 20 acres., These loans are repayable at thc end of cach
season. The borrower signs the bond with two members as guarantors.
The rate of interest is 5% per annun.

With the M.C.L. fixed at Rs 265,000/~ for 1967, the Socicty
had loans granted during the year as follows:-

1. Manure Rs 45,210.00
2. Cultivation ' 29,930.,00
3. Weeding and Transplanting 9,910,00
4, TLand development 2,000,00
5. Consumer goods 7,540,00

The Society 1s contemplating the establishment of a Power-
Loom and a carpentry workshop in order to develop the econony of
this village.



INSPECTION NOTE: NO. 4

SOUTH YATLPANAM M.P.C.S5. UNION, LIMITED, KILINOCHCHI

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 muliti-purpose
functions under the new pattern in 1957,

Area of operation:-~ The area of operation originally covered the
D.R.0.'s Divisions of Karachchi, Thunnukkai and Poonakary in the
district of Jaffna. This Union now confines its arca to Karachchi
only. Separate unions were formed at Thnnukkai and other arcas.,

Mecmbership:~ There are 29 multi-purpose socicties and on agri-
cultural production and sales soclety affiliated to this Union.
A1l the member societies have paid up their shares in terms of
the By-laws. The paid up share capital up to 28,2.68 was

Rs 28,769.3%4, the value of a share was fixed at Rs 500/~. This
is payable in annual instalments of Rs 100/-. The 1lst instal-
ment and the entrance fee of ‘Rs 10/- has to be paid on adnissicn
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.

l. Burglary - Consumer - Rs 75,000.00
Textile - 50,000.00
2, DPire ~ Consumer - 75,000,00
Textile - 50,000.00
Petro Station - lS,OOOQOC

3, Comprechensive Insurance -
Tractor & Trailor - 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 dSafe - 10,000.00
5. Risk Insurance against 4d. Block)  _ 143,737.25

Kilinochchi Hospital )

M.C.L.:—= An amount of Rs 425,000/- was approved by A.C.C.D, Jaffr~
Soutn and was to be valid for a year till 18.5.68 for the followir,
purposes:

(a) Cash Credit Rs 100,000.0
(b) Building Loan 300,000,0
(c) Lorry 25,000,00

425,000,00
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Building:~ 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 (consumer 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 13%,849/-. It was expected that
the profit of the current year will be sufficient to make up this
total cost., The Union owns onc acre of Crown land along Wilson
Road, Kilinichchi and proposes to construct a Rice Mill therc

with funds borrowed from Government,

The Union is run by a Committee of 9 members, including a
President and a Vice~President, supported by a staff of 21 menbers,
including a Manager, an administration Secretary and other employces,

Audit:- The last audit done was up to %0.11,66 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 nmembers of the societies of this Union largely represent
middle olass peasants under the colonisation schemes., Out of the
nember-societies, 23 societies run consumer depots catering for the
needs of the entire population of the division, These societics arc
so strategically situated and their network is such that no private
conpetitive dealcrs 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. Consuner Section

2. Textile Section

3. Petroleum Section

4, Agricultural Section

5. Hardware Section

6. Contracts Section

7. Paddy purchase and others,

1, Consunmer Scctions—

The main source of income of the Union was from this
section., Besides being the distributor of rationed goods
the Union was the agent for M/s. B.C.C. Ltd., M/s. Lever
Bros., Ltd., and Ceylon Nutritional Foods. The turnover
in this section is over two million rupees a year. 1Its
expansion in this sphere was inhibited partly by the sparse
population of this arca and a fair proportion of the population
consists of peasant cultivators with limited financial
resources,



_165_

Textiles—

: The Union is both a wholesaler and retailer in textiles,
Of the 29 nember-socicties, 16 socicties dealt in textiles
also, The purchases have not been confined to M/s. Lanka Salu
Sala, Ltd. alone, but have becn extended to Ceylon National
Textiles Corporation, Jaffna Co-~operative Textile Sociecties
Union Ltd., and private industrics. The Annual turnover was
around Rs 350,000/--.

Petroleum:-

The Union is one of the pioncer dealers of the Ceylon
Petroleum Corporation, It carriecs almost the entire range
of their products - viz.: petrol super, petrol ordinary,
kerosene, diesolenc and lubricants consisting of grease and
lubricant ¢il of all viscosities, and supplics the entire
Government Depots in this locality in addition to out station
orders from Governnent Departments and Corporaticns, A round
the clock day and night-service has been rendered to motoristse
The Annual turnover is over Rs 600,000/- mark,

Agricultural Scctions:-

This section carries a full range of insccticide, weedi-
cides, fungicides, ctc. mainly required for paddy and arable
cropping. Dusting and spraying equipnents, and spareparte
for popular tractors too are also handled.

Hardwares-

This section deals in building materials, barbed wire,
nammotties and other agricultural implements. It was noted
that, in barbed wire trade the Union was able to out bid the
other tenderers in obtaining Government Orders.

Contractss--

This section had in its register for work contracts to tac
amount of Rs ZOO,OOO/-—a These contracts covered the Kilinocheh:
G.P.S. building for the C.A.S. and several irrigation and con-
structional works the Irrigation Department. Onc of the bigges?
works done so far was the construction 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 nember-societies being decentralised and having
been appointed direct agents. Purthermore, the cut in the
ration rice from two measures per coupon per wecek to one
neasure resulted in the price of paddy shooting higher in
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the open market than the guaranteced price, thus depriving the
Union and the societies from their normal quantity of purchascs,
The situation of reduction in paddy purchases from the farmers
affects the income of the sociecties as well as this Union.

This shows the vulnerability of the co-operative societics
which heavily depend on paddy commission for their survival in
business operations. This situation is a matter of concern to all
co—operative lecaders and the Government,

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 morc pcople 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 ifts 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,

IMinances-

The financial position of the Union is fairly sound.
As stated earlier, due to the drops in paddy Commission received
the Union suffered slight losses in 1964 and 1965, But subsec-
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.

Vehicless—

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 Loomn
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 CO-OPERATIVE DEVELOPMENT
~ KANDY DISTRICT -

GLNERAL NOTE

In the District of Kandy thebexisting co~operative

organizations may be classified as fcllows:-

PRIMARY SOCIETIES:=

1) Multi-purpose Co-operative Societies

2) Credit Societies, Unlimited
Crcdit Societies, Limited

3) School Co~operatives Recognized
4) Kaniha Societies (Women's)

5) Large Estate Societies

6) Labour Socicties

7) Other Agricultural Socicties

8) Urban Stores Societies
Rural Storcs Societies

9) Co-operative Agricultural Production
and Sales Societies

10) Tea & Rubber Co-operative Socicties
11) Tobacco Co-operative Socicties

12) Dairy Socicties

13%) Builders Societies

14) V. HH. Societies

15) Estate Workers Society

16) Hospitol Society

17) Other Socicties

.
—~

SECONDARY SOCIETIES :~

18) Urban Co-operative Banks
19) M,P,.C.S, Unions ‘

20) Credit Unions

21) District Co-operative Union

Totaleooeooss

Grand Totaleeeceoaoo

Totalyeeneases

423

230
14

147
45
33
14
10

JO2RNe}

HoH WU Oy OOy
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‘The above list and figures were supplied to 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 unions represent significant role in
the secondary level of co-operatives., MPCS unions also playan
important part in the development of multi-purpose co-operatives.

Prom the above list, one could also draw the conclusion
that co~operative development in this District is varied and
complicated with 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 difficul®t 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 problens
facing the movement at the present.
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INSPECTION NOTE: NO. 1

KANDY #.P.C.S. UNION, LIMITED

This Unicn was formerly registered in 1944 under the old
pattern and converted into a M,P.C.S, Union later., The area of
operation covers Kandy Gravet (Kandy Municipal TLimit).

The present Cormittce was elected in April, 1964 with a
total number of 84 employees attached to the following sections:-

1., Adninistrative office ‘ 13
2. Wholesales Depots
(2) Sugar 10
(b) Rice 16
{(¢) Textile | 3
(d) Ceranmics 3
3, 13 Retail Branchecs 23
4, 3% Lorrics 6

Total . . . . 84

There are three buildings owned by the Union, the original

values of these

arc as follows:-

1. No. 15, Kunsra Veediya Building Re 442,358/14
2. No. 7%, Senkadagela Building Rs 30,580/96
3. Nuwerawcla Building Rs 19,465/39
Onc of the significont features of this Union is that the

number of dealers attached to the Union has becn nunmerous and it
has certainly lost its significancc as a M.P.C.S. Union, as could
be scen from the following list:-

(a) 116 private dealers

(n) 15
(c) 1%
(a) 44
(c) 14

Numbecr
106,806, while

Rg 11,824,120/--

co-operative socictics

branches (Union)

rationed dealcrs

estates

of ration books attached to the Union accounted for

the annual turnover of business reached
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This Union is cvidently very unusual andabove all not a
purcly co-operative institution. Rather it is a business organi-
zation of complicated naturc, 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 centrce of Kandy.
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INSPECTION NOTE: NO, 2

DENUWARA -CO-~OPERATIVE STORES AND MULTI-PURPOSE
SOCIETIES UNION, LIMITED AT PILIMATATAWA

This Union bears a namc which is quite cxceptional in
Ceylon. The writer was told that it was fornmerly rcgistered as
a Co-opcrative Storcs Societies Union and later transformed into
a Multi=-purpose Co-operative Socictics Union in order to follow
the trend of co-operative development in Ceylon, In consequence
the uncommon name has becn used and adopted for registration
which should be regarded as irregular practice. The number of
member-societies was said to have been 60 at the tinc of the
visit. The paid up sharc capital, amountcd tc Rs 25,218.54.
Audit of books was donc up to 2.9,1966, while thce present
Cormittec was eclected on 1.,5.1967.

The activities of the Union may be classified into the
following functions:

1. Opcrating wholcsalce and retail trade of rice, flour,
sugar, textiles, groccrics and hardware,

2. Maintaining 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. Opcrating pawn broking.

The Union has a total of 200 employeces, Ionthly average
salary bill comes to Rs 24,000/-. It has wholesale depots at
the following placcs:-

1. Pilimatalawa Wholesalc Depot with
Rice Ration Books 79,851 attached.

2. Daulagala Wholesale Dcpot with
Rice Ration Books A1,416 attached.

3., Danturac Wholesale Depot with Rice
Ration Books 18,972 attached.

T()tal . . ° e L 1409239

In addition, the Union has 26 retail points. Besides there
were 4% M.,P.C.5., 126 private tradcrs and 40 cstates all have
business dealings with the Union in wholcsale or retail.
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The following table shows the scope and performance of the
Union's activities:-

(A) SALES
Ycar Turnover
1958 Rs 5,159,020/~
1959 " 6,786,082/~
1960 " 6,355,539/~
1961 " 7,171,294/~
1962 " 8,657,420/~
1963 " 9,785,049/~
1964 " 10,641,683/
1965 " 11,590,745/~
1966 " 1%,432,871/-
1967 " 12,449,949/~
(B) NET PROFIT FOR

Year Amoun't
1957 " 40,683,15
1958 t 67,337.25
1959 " 77,236 .64
1960 L 83,666.77
1961 " 28,401.61
1962 " 33,839.68
1963 n 59,548.88
1964 " 6,159.57
1965 " 13%,762.49
1966 " %6,495,53

(C) MAXIMUM CREDIT LIMIT

Year Amount

1958 " 173,000/~
1959 " 195,000/~
1960 " 175,000/~
1961 " 300,000/ -
1962 " 400,000/~

1963 " 650,000/~
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Ycar Anount

1964 Rs 800,000/~
1965 K 950,000/ -
1966 u 550,000/~
1967 _ " 1,100,000/~

(D) BANK OVERDRAFT

Ycar - Apnount
1958 : L 111,000/~
1959 " 170,000/~
1960 " 1,450,000/-
1961 " 300,000/~
1962 ——

1963 ——

1964 " 650,000/~
1965 -

1966 " 800,000/~

1967 " 970,000/~
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INSPECTION NOTE: NO, 3

UDADUMBARA M.P,C.5, UNION, LIMITED

The Historical Background of this Unions-

During the last 20 years, therc has been many changes in
this Union., At first, therc was the "Minipe Co-~opcrative
Agricultural Production and Sales Society, Ltd." to cater to
the agricultural needs of the peasants, This Society was
later converted into a sccondary society under the name of
Minipe Co~ocperative Agricultural Production and Sales
Socicties Union, Ltd. With the launching of the nmulti-
purpose co-operative scheme in the year, 1957 the Union was
accordingly coverted into the Minipe Multi-purpose Co-
operative Socictices Union, L%d., which in turn has now
become the Udadumbara Multi-purpose Co-operative Socicties
Union, Ltd, with its registcred address at Madugoda.

Membership and Business Activities of the Union:-—

In the year, 1968 thc 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, Mahawela and
Himbutuwa, To cater to the requirements of the societics
in and round Minipc the Union has a Wholesale Depot at
Morayaya. Through its mcmber socicties and affiliated
authorized distributors, thc Union serves a population of
41,029,

The Union's activities have not been confined to consuner
sector alone but also have undertaken agricultural and trans-
port services, The Union also acts as an agent of the
Agrarian Scrvices Department for the purchase of agricultural
produce in the arca under the G.P.S., whilc at the samc tine
has entered into two transport contracts with the Assistant
Commissioncrs of Agrarian Services, Kandy and Badulla
Districts for the transport of fertilizers and ricc,

The Union has a staff of 39 members. Thc monthly wage
bill amounts to Rs 5,948.21. The employces enjoy Provident
Fund benefits, leave and other facilities prescribed by the
Department of Labour,

As an illustration, the volune of sales and purchases
of a % month period is quoted below:



- 176 -

Month Purchase Sales
Dccember 1967 Rs 254,820,27 Rs 268,483,776
January 1968 208,950,779 " 199,059.78
Pebruary 1968 " 487,533,45 " 440,700.97

The maximun Credit Limit for the present ycar, (1967-68),
approved by the Assistant Cormissioner of Co-operative
Development was fixed at Rs 250,000/~ to be granted by the
Pcople's Bank, Kandy. 1t was rccorded that this Union
suffered grecat loss of Rs 48,141.00 and cash shortage of
Rs 372.75 as shovm in the annual Tinancial statement as
at February, 1967. On the other hand, therc was an itenm
of cash in hand of Rs 82,923,45., All these arc signs of
nismanagenent and control of the activities of the Union
by the Cormmittce and top level officers,
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INSPECTION NOTE: NO. 4

AMBAGAHAPELESSA MULTI-PURPOSE CO~OPERATIVE
. ' SOCIETY, TIMITED

This Society was rcgistered on 1lst August, 1957 and the
area of opcration was confincd to Ambagahapclessa, Minipe at the
D.R.0e¢!'s Division, Uda Dumbara in Kandy District. This Socicty
has bcen classificd as "B" which means that its standard or
managencnt is well above the normal.

Menmbership: -

The total nuwuber of members in the Socicty on the day
of the visit was 366,

Share Capital:~-

The' paid-up Sharc Capital as at %0,%.1968 was Rs 12,875/-.
Out of 366 members, only 225 have fully paid up thelr shares.
Gencrally, the payment cf sharcs instalments by the nmembers has
been fairly satisfactory,.

The Functions of thc Society:--

The functions of the Society have been given as follows:-

(1) Consuncr Stores Scction, ,

(2) Distribution of fertilizers and inseotioides,

(3) Purchasc of paddy under thc Guaranteed Price Scheme,
(4) Contracts for labour,

(5) Tractor unit, and

(6) Granting of loans %0 nembers.

(1) Consumer Stores Scctions-

The Socicty has a provision storc at Ambagahapelessa,
its headquartcrs, and a branch storc situated 2 miles away.
The total number of rice ration bhooks attached was 2,790,

The total sales during the last
two years

i

Rs 357,982.53 (15G7(-8)

The total purchases during the
last twe years Rs 347,517.90 (1967-8)

Gross Profit for last two years = Rs 5,598.05 (1967-8)

il
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(2) Distribution of fertilizers and insecticides:-

The total sales during the last

two years = Rs 50,186.5% (1967-8)
The total purchases during the

last two years = Rs 52,894,25 ( v
Gross Profit for last two years = Rs 1,671.,00 (

(3) Purchasc of Paddy under the G.P.S,:-

The total salcs during the last

two years = Rs 1,084,125,39 (1966-8)
The total purchascs during the
last two years = Rs 1,078,59%,%39 ( "
Gross Profits for last two ycars = Rs 890,00 ( " )
Commissicn earned for last two
years = Rs 48,%05,90 ( " )
(4) Contracts (Expenditure) = BRs 1,801,16 (1967-8)
" (Incomne) = Rs 1,488,004 (" )
(5) Tractor Uni Income reccived = Rs 46,292,65 (. " )
Expenditurc = Rs 29,429,12 ( " )
Incomc over cexpenditurc - profit = Rs 16,863.53

The Society has two tractors with the trailers., They
were cngaged for agricultural work and transporting of goods,
paddy, ctc. ‘

Loang grantcd to members:-

The M.Co.L. of this Soccicty for the ycar, cnding 31.8.1968
was fixed at Rs 250,000/-. The Socicty has obtained loans from
two institutionss- (1) The Commissioncr of Agrarian Scrvices and
(2) The Peoplel's Bank. The total amount of loans obtained from
C.A.8. during the last two ycars was Rs 127,445/50, and the
amount repaid was Rs 115,026/%4., Thce repaynent of loans to
C.AeS. was satisfactory. The amount of interest carncd on loans
granted to members during the last two years totalled Bs 5,644/78.
These facts showed a satisfactory progress in loan activities.

With regard to the cultivation loans undcr thce new schence,
this Socicty had given credit to 88 members and the total amount
thus issucd to date, (Morch, 1968), was Rs 34,305/50.

Enployees:—

The total number of cmployeces in the Society is 10, with
onc General Manager, two Assistant Managers, threc Salesmen, onc
clerk, onc watcher and two tractor drivers.
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A11 employces have together furnished security deposits
of Rs 4,500/- in cash and their appointments have been approved
by the A.C,C.D,.

Gencral Affairs:-—

It was statcd that the genercl body ncets 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,CoeL., ctce It was recorded that thc attendance at these
meeting has been good and Committee meetings have been regularly
held,

Although the general working of the Society is satisfactory,
there were bad signs of unismanagcement, The Committce was urged to
take necessary actions to recover the stock-shortages from those
cmployees responsible. It was stated that small profits in the
consunmcr scection werc duc to heavy leakages which have been,
since recently, avoided. During thc¢ time of the visit the
Society had obtained & narketing loan of Rs 25,000/~ for the
purchase of rmombers! produce (i.c. paddy) from carly April.
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INSPECTION NOTE: NO. 5

HANDAGANAWA IULTI-PURPOSE CO-OPERATIVE SOCTETY, LIWITED

This Socicty was registerced on 19th April, 1958, with the
arca of operation confincd to Handeganawa, ilinipe at fthe D.R.O0.'s
Division of the Uda Dumbarsd in Kandy District., Its menmbership
nunmbered 378 with a share capital of Rs 12,449,68 at the tinc
of thc visit.

The activitics of the Society covercd the following

sections:

(1)
(2)

(3)
(4)

Consuner Section,

agricultural and Markcting Section - supply of loans,
fertilizcers, insccticides, etc. and the purchase of
producc under the G.P.S,.

Extended Rural Credit Section, and
Tractor Unit.

Consuncr Sectione—~

For the last financial ycar (1967‘tota1 salcs of this
section amounted to Rs 377,422/50 with a Gross Profit of
Rs 10,275/10.

Agricultural and Marketing Sections:-

(a)

(b)
(c)
(a)

Paddy purchasc totallced 90,465% bushecls under thce
G-lDoS¢9

Maize purchase - 17 cwis.,
Chiliics purchase - 7 cwts.,

Sced Paddy purchasc - distributed to menbers 460
bushuels,

(e) Agricultural Loans - for ploughing, transplanting, ctc.

Rs 181,439/40, Loans recovercd during the period

Rs 162,623/89, Loan outstanding at thc end of the
pericd Res 81,172/21 including overdues Rs 29,010/95.
The Maxirmi Credit Limit of this Soclety was given
as Rs 450,000 for the current ycar, 1967-8.

Extended Rural Credit Sccetions—

100

nenbers have been granted loans to the extent of

50,000/-, 49,500/« obtained fron the People's Bank and the
balance Rs 500/- with Society's funds. To date (March, 1968)
recoveries from nmenbers anounted to Rs 18,313/76. The balance
outstanding was Rs 31,686/24., Member deposits arount to

Rs 6,587/50.
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Tractor Units-

Two tractofs operated by the Sociéfy returned with a
nett profit of Rs 3%,610/46 last year (1966~7).

This Society has been functioning quite well with a
clagsification "B" being awarded to its credit. The total nett
profit earned during the past year Rs 17,403/54.
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TISPECTION NOTE: NO, 6

HEWAWINA MULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED -

This docicty started in 1943 as a consumer stores socicty
with a membership of 125. Value of a share at the time was
Rs 1/25. ILater in 1957 this Socicty was converted into a Multi-
purposc Socicty. In 1964 the Society extended its activitics
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, and offcred an overdraft of Rs 75,000/- for its
opcrations,

The area of operation of the Socicty covers 2 villoges
only. Its activities include the following:-

(1) Supplying conswner goods,

(2) Supplying agricultural implements and fertilizers,

(3) Markcting produce of nembers, and

(4) Granting Credit on rcgulated terns.

RURAL BANK:

At tho inception the Bank granted 70 loans to members up
to Rs 42,900/-. Toans have been granted for the following
purposes:

(1) Repayument of Debts,

(2) Agricultural Devclopment,

(%) Animal Husbandry,

(4) Putting up honcs, and

(5) Occupationnl purpuscs.
The society gives individual loans up to Hs 2,500/- with a sccurity
guarantse of two nmenbers. For loans over and above this amount, a
sccurity in propertics is required. A1l loans are repayable within

periods ronging from 6 months to five years depending on the
purposes.,

M.C.L. of the Scciety as approved by the A.C.C.D., for
1968 was Rs 90,000/-.
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INSPECTION NOTE: NO. 7

KANDY CO--OPERATIVE DISTRICT UNION

with a membership of about 100 socicties. During the past 19
years meibership has increased by ncarly double.

FUNCTIONS
Its
(1)
(2)

(3)
(4)

funections could be divided into four sections:-

Education,
Consuner,
Agricultural, and
Industrial,

There is a Board of Dircctors which is clected by the
General Mecting of the Union. This Board is supported by four
standing committecs in charge of the above-mnentioncd four

sections.

For the furtherance of the objects of the Union, the
following functions have been contenplated for implenentation
in collaboration with the Federation and/or other co~operatives:

(1)

(@

(5)

)

(@A

(

(7)

To organize co-opcrative education and training = %
PLOgTATILCS , o ST ~

To develop- dinter-:co-operative relationship and
help the co-ordinated functioning of the co-
cperative movenent in various scctors,

r the cudit and supervision

To make arrangenen O
ies,

j’?
of co-operative soclcs

S
ic
To provide serviccs of tcchnicians, ranagement and
other consultonts to advise and assist nember
sociciyles,

To organize, conduct, collaboratc and assist in
carrying out research, investigations and projects
connected with the co-operative movecient,

To arrange for the production and publication of
literaturce and audio-visuval aids including films

and film strips on co-operation and allied subjects,

To publish books, pamphlets, leaflets, periodicels,
newspapers, ctc. relating to the co-operative move-
nent,

District Union was startcd in 1948

-0



(8)

(9)

(10)

(11)

(12)

(13)

(14)

(15)

(16)
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‘o give publicity to the achievenments of co-opcratives
through periodicals, newspapers, journals, pamphlcts,
brochures, books, films, broadcasts, and the like

for creating a favourable atmosphcrce for the
development of the co-operative movenment,

Tn maintain an inforrmation burcau and a library,

To discuss common problems of and express the
collcective views of the co-operative nmovenent in
respeet of the Union's area of operation,

To organize and convene scminars, ncetings, con-
ferences, coxhibitions, etc., by itsclf or in
collaboration with the Federation or other
socictics,

To collaborate with the Pederation in holding the
Co-opecrative Congress and in carrying out other
prograirics of activities plamned and decided upon
by the Federation,

To select delegates, representatives or observers
on behalf of the Union for participation in scminars
and confcrences,

To facilitate the working of co~opcerative institutions
and assist the member socicties in solving their
problems and difficulties,

Tore~organise orassist in organizing new co-nperative
socicties, and

To create gencral and speeial funds for the promotion
of co-operation and administer the funds created.

These functions arc rathwer cxtensive and ambitious. 1T
properly implcmented, they should cuntribute much to the success
of the nmovement, On the other hand, it might bhc better to linit
4o eazrtain lrmedinte ude™i acrviooc: based ~ “he ovallability of nocassary
hunon and fininciol resouraes ¢f the Union.

REVENUE

The Revenuc of the District Union consists ofz-

(a)
(b)

(c)

Affiliation Fees,

Annual subscriptions from nember-socicties, (a sun

cqual to 5% of the annual net profit of the member-
soclety of Rs 5/-, whichever is more.),

Grants from the Government or the Federation,

(d) Donations,
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Salecs procceds of publications, journals,
periodicals, ctc.,

Loons and advanccs, and

Income from cxhibitions, projccts or other
activities undertaken by the District Union
in the normal course of ite activities, and
the sale of the District Union's assets,
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APPENDIX T

SCIHOCL O CO~OPERATION — AT POLGOLTLA

The School of Co-operation was sct up in 1943 as a part
of the Co-opcrative Departmcnt in Kendy, with an Assistant
Cormmissioncr of Co-cperative Development in charge as Principal
and a stoff of lecturere, inspector-lecturcrs as well as visiting
lecturers and over 30 other officers. The School has 2 residen-
tial acconodation for 120 trainces, a co-operative shopping cen—
tre, o library with over 3,000 voluncs, scveral lccturc halls,
and comon roon and recreation room facilitics,

In additicon to short term oricent.tion courscs, Scninars
and group discussions, rcgulor courscs of 3 categorics have buen
provided at the School from January to May and July to Novowber
each:year:

(L) Training of Officers:

(1) A S-nmonth residential course for inspector-recruits to
tae Departuent leadaing up to the Groade IIT first examin-
ation, The success in this examination is nccessary for
confirmation of service in the Department.

(2) A S-nonth residential coursc for officers who have passed

the Gradce IIT first cxamination and who have served about

4 ycars in the ficld leading up to the Grade III sccond

exanination. The succeuss in this exanination is ncccessary

for pronotion to Grade II of thc inspcetor scrvice.

(3) A higher lcvel non-residential course for co-opcerative
ennloyeces and others leading up to the co-operative Frn-
ploycest!. Certificatc (Higher Level) in Manzgement or in
Accounting.

Shert—tera residential orientation sominors & study groups

ronging from o few days to weeks have been conducted nmore or
less regularly at the school for the officers of various org-
anizations, such as PFishcries Departnent officcrs, Pcople's
Bank officcrs, School teachers, officers of the Rural Develo-
puent and Small Industrics Devartment, Divisional Revenuc
officers, officcrs of the Co-~uncrative Deparitment and other
Departnents.

(B) Co-=opcrative Employce Training:- The Schoosl trains all cmp—
loyees of co~operntivis through its 21 Education Centres
at various provincial headguarters for two cxoaminations:
The Co-operative Erployces! Certificate Course (Crdinary
Level) runs for a period of four months, and a coursc
(Junior Level) for two months., Also available is week cnd
class cpployces cuursc,
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Co-operative Training in Ceyion has been conducted
through the Co-operative School in Kandy and another school
in Jaffna., Some larger co-opcrative organizations also have
their own training programs for employees and members. Co-
operative employces can follow the Co-operative Employces
Certificate (Higher Level) Course conducted at the School
leading up to Higher Level Certificate in Management or
Accounting.

Co=operative Member Education:-~ A separate extension branch
was sct up at the School to takc 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 cducation,

(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,

lembership education also has been undertaken by field
officers of the Dcpartment of Co-operative Development, a
class weekly or fortnightly for a period of about 6 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 cducation and training available to
each and every co-operator. After a brief review by the
writer of the courses and examinations offercd for
inspectors and officers, ectc,, it was revealed that multi-
purpose co-operative organization as a special type of
co-operative development in Ceylon has not recceived special
attention for study in the related courses, Perhaps there
is room for improvement in this particular aspect.
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APPENDIX TIT

SCHOOL OF AGRICULTUR: AT PRRADENIVA

In-Scervice Training Institute of Agriculture, Peradecniya

The School of Agriculture at Peradeniya was merged with
a similar School at Kundasalce with the object of utilizing the
buildings and other facilities at Pcradeniya for cestablishing
a permanent In-Service Training Institute for all grades of
employees above the labour grade of the Depariment of Agriculturc,
Training is directed towards developing understanding of job
operations and standards, policices and proccdures of the Depart.-
ment and currcent technical research findings and also towards
developing the necessary skills to cnable the officers to dis-
charge efficiently thc dutics cntrusted to them.

This In-Service Training Iunstitubte is situated 2t 2 site
which is in closc proximity to thce Central Agricultural Reseaxrch
Institute and Central Veterinary Research Institute, all of which
are established in the Central Experiment Station, Peradeniya.
The Paculty of Agriculturc of the University of Ceylon at
Peradcniya is also at 2 short distance from these lnstitutions.
The Co-operative School at Pal.solla too has the benefit of meking
usc¢ of the facilitics and expertise knowledge provided by these
institutions concerncd with agricultural and rural development
in Ceylon,

Facilities are available at the Institute for conducting
annually about 30 short coursces, ecach of 2 week's duration, for
each medium of instruction, (Tinhaela, Tamil and English). Bach
batch of trainecs varies from %0 to 60 in number.

Courses for village level and divisional staff zenerally
consist of lectures, demonstrations, seminars, visits to 1labo-
ratories, ficld cxperiments and model Bxtension Units, Practical
work is done with research officers, university staff and
expericnced ficld officers acting as resource persons,

Horkshops of 2 weeks'! duration arc conducted in the case
of supecrvisory staff and district level officers. Some of these
workshops are opcrated with the assistance of ¥,A.0, personnel.

It is rathcr surprising to note that Jjudged by the Conrscs
and areas for in-service training of agricultural cxtension
officers no reference was made to the importance and meaning of
Co--operativec Develcpment. Con

ignorant of the uscfulness and cxistence of the co-operative in
the villages., Therc is no wonder that cextension work has failed
very often to bring home fruitful resulis to the villagers,
because the problems of the people have not been properly dealt
with through the village co--operative organizations of their own,

{

R

=~
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but rathcr have becn treated mainly through ineffective and slow
proccss of individual personal contacts between the officers and
the farmers. On the other hand, the School of Co-opcration neg-
lecets to teach their trainces the importance of exbtension services
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-opecratives from obtaining the benefit of agri-
cultural extension scrvices. This unco-ordinated situation
occurs everywhere, cspecially 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
all, co-operativeg should be regarded as instrumental to the
successful performance of extension services,

Good managcemeny is a prime factor in humen progress and
national development. The success or survival of any entcrprise,
large of small, depends, in the last analysis, on the efficient
management of its affairs.

Farm management training programs of the Institutc include
courses on accounting, industrial rclations, 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 thce 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 immediatc problems facing the
farmers.

There is also a program for the in-scrvice training of
agriculturc teachers in schools. The curriculum consists of thc
learning process, teaching objcctives, joint organization guidance,
extension services, ctcs

Lastly, thcre is the training in animal production and
health. Extension workcers in the ficlds of animal production
and health have been offercd training in the science of livestock
farming as well as in the various educational techniques. This
task is further facilitated 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 planncd training
programs for the agricultural officers, The exact valuc would
mainly lic in the supply of cualificd staff in order to raise
and maintain high standards of training and the general knowledge
and ability to lecarn on the part of the trainces.

Note: Central Agricultural Research Institute,
Gannoruwa, Pcradenava

The opening of the Institute was held on 6th Ausust, 1967,
The buildings arc a gift of thc pcople of Australia under the
auspiccs of the Colombo Plan. The Institute is comprised of
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various Divisions:- Such as (1) Agricultural Botany,

(2) Agricultural Chemistry, (3) Plant Pathology, (4) Entoniology,
(5) Horticulture (6) Minor Plantation Crops, (7 Tobacco,

(8) Soil Conscrvation, (9) Food Technology, and (10) Statistics.
It is surprising cnough to note that Agricultural Economics has
not been given a placc in rescarch organizations of the Research
Institute., Ividently cmphasis has bcen laid solely on natural
science of agriculture, while animal husbendry which is one of
the vital industrics with great potential for development in rural
Ceylon 6 also has been left out. Since the Institute is a newly
established organization, therc is hope for further cxpansion

of scope and activities which would cventually lcad to the
establishment of afore-mentioned branches of research, especially
those dircctly concerned with the bechavioural approach of socio-
cconomic aspects of agricultural development in modern times,

It is to be hoped that this Institute with its excelloent
cnvironment could start i1ts programs with no great difficulty,
especially with the technical and financial assistance of the
specialised interrational bodies.

Ficld 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 brecding, dry-zone farming, pasture
rescarch, various other crops rescarch have been conducted at
the Institutc or at outer stations,

The Major functions of the Imstitute, therefore, arci-—

(1) Fundamental and applicd research in agricultural
scicnce with a view to maximising crops rcturns
at the most cconomic terms,

(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, cven the best rescarch would be of no valuc unlcss
its results could be transmitted to solve the problems of peasants.
This requires a close working relationship between recscarchers
and extcnsion personnel on the one hand and rescarch cxtension
workers and the farmers on the other. Hence, farmer training
classes held in the field could be valuable in that, farmers,
extension workecrs and rcscarch staff could have face-to-face
mectings to discuss practical problems and cxchange views and
informations, as well as to undertake on~the-spot demonstrations.

It is reported that research has made considerablc con-
tribution to agricultural dcvelopment in Ceylon:, Notablc achieve-
ments and important lines of research in progress have been in soil
surveys, improvement of crops, such as rice, vcgetables, chillics,
gingelly, maize, cotton, groundnut, tobacco, coffce and cowpea,
etc. Crop protection against pests and discases has also
achieved significant results.
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(5) MULTI-PURPOSE CO~OPERATIVE DEVELOPMENT
- BATTICALOA DISTRICT -

GENERAL NOTE

Batticaloa District is esscntially an agricultural area
where the chief occupation of the people is farming with paddy
as the main crop. The total arca under paddy cultivation is
109,825 acres. This District has two seasons for agricultural
production, namely, Maha, (Munmari), the major crop scason for
which sowing is done in September and Yala (Kalapokam) for which
sowing is done by about March., With the irrigation facilities
available thce farmers could also get a fairly good harvest in
Yala., Because of this, this District has earncd the name of
"BEastern 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
FEastern Province were under the administration and control of
an Assistant Commissioner of Co-opecretive Development, then
designated at Jaffna in the Northern Province, As it was found
difficult to administer the co-operative movement in the Bastern
Province from a distant place like Jaffna, it was decided to
establish a separatce division for the Bastern Province,
Accordingly, in November 194% a division was set up at Batticaloa
for the entire Eastern Province to cover the Batticaloa District
‘and the present Co—operative Divisions of Trincomalec and Amparai.
Later in February 1953 the Trincomalcc District was taken away
from the administration of the A.C.C.D., Bastern Province and in
about 1954 a separatc Co-opcrative District was opencd at Kalmunail
in the revenuc district of Amparai, leaving the administrotion of
the co-operative development in the revenue district of Batticaloa
to A.C.C.D. Batticaloa,

Co-opcrative movement in this Division, as in the other
parts of the Island, started with credit activities which actually
formed the backbone of the movement, At the time when the entire
administrative control was at Jaffna, thes. co-operative credit
societices were also financed by the Jaffna Co-operative Provincial
Bank. But with the opening of a secparatc Division at Batticaloa
in 194%, the Batticaloa Co-opcrative Provincial Bank was organized
in the same yecar, and the financing of these societics was donc 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 societices were organized with their main functions set
on the finding of suitable markets and getting the most advantagcous
price for the agricultural produce of the members, These societics
werce functioning purely as "Sales Organizations"., But in 1947, a
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dircctive from the Government was issued to the socicties advicing
them also to undertake the production activitics with the necessary
amendments to their By-laws. Hence, a change of their names %o
"Co~operative Agricultural Production and Sales Socictics! was
effceted,

During the Sccond World War the difficultics in the matter
of distribution of rations and the restrictions of other essential
foodstuffs brought the co~operative consumcr scrvice to the fore-
front. With thc increase in the number of consumcr stores
socictics, the organization of Unions of Stores was found nccessary
and thus Co-operative Stores Socicties Unions were formed for each
of the D,R.0.'s Divisions. These Unions functioned as Wholesalers
for thc retail consumer societies,

oince then the co-operative movement in Batticaloa cnlarged
its scope of activitics. The co-operatives that were . engaged
only in Agricultural and consumecr functions, spread out into
various fields. There was a demand for other types of societies
like textile socicties, fishing societies, weavers socicties,
pottery socictics, etec. Every village, in fact, had several
types of societics to promote the economic development of the
various communities on the village, The inconvenience of a
number of sociecties in a village for varicus purposcs brought in
the idca of amalgamation into multi-purpose co~operatives., Con-
secquently, in 1957, acting on a dircecctive from the Minister in
charge of co-operatives, a drive for the organization of multi-
purpose societies was taken up. Propaganda mecetings werc held
in every nook and corner and the multi-purpose co-operative
societies were organized and registcred. The good C,A.P., & S.
societics and co-opcrative stores societics were converted into
multi-purposc., Whenever this conversion was found not possible,
new multi-purpose socicties were organized and rcegistercd., Thus
at the end of 1958 there were in this District 78 multi-~purpose
societies recgistered, As there was still a necd for more socictics
other societics too were either converted into multi-purposc
societies or ncw societies formed., At the time of the visit
there were 118 multi-purpose socictics and 4 C.A.P, & S. Socictics,
in existencc. Thnese socleties have taken over the funcitions of
offering loans and other scrvicces for the agricultural nceds o6f
their members., Out of these 118 multi-purposc socictics 107 werc
cngaged in both agricultural and consumer activitics., While the
others were still operating only on singlc purposc 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 socicties werce engaged in the
recovery of loans at the time of the visit, :

Currcently, there were four M P.C.S, Unions in the Division
and they functioncd chiefly as wholesalers,

The Batticaloa District Co-opera ive Union, originally
registered as the Eastern Province Co-operative Union, is the
apex institution for the District, This Union has recentl

constructed a building of its own at a cost of nearly Rs 72 lakhs.,
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The Co-operative Development Department runs an Education Centre
under the supervision of this Union. Co-operative Employees
have been trained at this centre,

A schedule indicating the numbéf of societies in the
Division as at thc end of March, 1968, classified according to
types is attached for information:

Total No. of societies in the Division a8 on 31.3.68: 459

Claésified as follows:

Primary:

Credit (unlimitcd and limited) 213%
Thrift ' 2
Consumer Stores » 31
School Supply Societies (Regd.& Rccogd) - Stores 14
C.A.P, & S.S. . | 4
Coconut Sales ] S 1
Young Farmers Societies ’ 12
Goat Farming 2
Fishing (supply and marketing) 14
Dairy ( m " " ) 1

Industrial Societies (Textile, Mat, Weavers, Pottery,
Coir, Carpentry, Lime Workers,

and Brass Workers) 18
Tobacco Growers 2
Cadju Produccrs 1
Labour Societics 4
Housing 1
M.P.C.S, 118
Welfare Socicties 4
Better Living Societies 1
Women's Guild 1

Total of Primary 444
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Secondagy:

District Bank (Provincial Co-op. Bank)
E.P.A.C, Union (Eastern Province)'
M.P.C.S. Unions (1 defunct) ‘
Textile and Industrial Union

Credit Unions

District Union

Coconut Producers Association - (adamant)

Total of Sedondary

Grand Total

H}——'!
S B S S s C B el o

[
o1
ko
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INSEPCTION NOTE: NO. 1

BATTICALOA MULTI~PURPOSE CO—OPERATIVE UNTION, LIMITED

This Union was registered as a Co—opcratlvo Stores Union -

on 5.6,44 and converted into a Multi-purposc Co-opérative Union
on 3.6.60. Its areca of operation covers Manmunai North and West
D.R.0, Divisions in Battlcaloa District.

The. mumbershlp of this Union consists of thc follow1ng

societies:
1. Multi-purpose Co-opurative Societics - 24
2. Cdeoperative Stores Socleties : 16
3. School supply Socicties 2
4., Co-operative Agricultural Production
and Sales Socictics 3
Total 45

It has on_ . its payroll 29 cmployecs at the time of the v1s1'l:e ‘
The total 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 societics 59,659
- do - non-member sociecties 10,050
R.R.B. scrved by the Union Branches 3,615
‘k.R.B, attached to Authoriscd Distributors 6,504
| 79,828

Tbc valuc of a sharc is Rs BOO/~ payable in yearly instalments
of Rs 100/-. As at 27.10.67 the paid up sharc capital was
Rs 20,633/93.,

BUSINESS HANDLED:

1.

2.

Wholesalc. Jstabllshment of ratlons, sub81d1ary rutloned food~
stuffs, milk foods and othpr sundries, Ce

Wholesale scction for coupon textiles, crockerics, paper,
exercisc books and stationery, as well as for sugar, flour
and cement,

Retail section attached to the main wholecsale section,

Branch retail depots at Singalavady, Kokkuvil and Karuvcppan
Colony.
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ARRANGEMENT FOB PURPOSE

1, Sugar has bcen pdrchased irom Amparal, Kantalai and Colombo
- as directed by the Deputy F ood Controller based on the
‘uvallablllty of stocks,

2. Plour - purchased from the supply station of the D.F.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‘beén‘made as folioWsé—

Sugar 2,800 cwts. valucd at ‘RS 206,300/~
Flour 75,000/ -
Textiles 25,000/ -
Other Goods 75,000/ -
Paper 10,000/~

391,300/~

It has not obtained any loans from any source except the Bank 0/D.

STOCK CONTROL:

Stock in the wholosale section malntulned on quantity bas
while the retail section and rctail branches on value basis.
Quarterly stock-taking has becn done and shortage accounts prepared.
In addition, occasional checking of stocks has also been conducted
whenever found nccessary. The sales in the wholesale scctions were
daily analysed and the stock books poqtod at the officc of the Union.

CASH CONTROL:

Therc was a Day Book maintained at the Union which recorded
the daily receipts and payments. This daily account was balancced
at the cnd of every day and- the Manager certifices for the cash
balance, The entire cash collcctions were deposited in the
Batticaloa Co-opcrative Bank at the beginning of the following
day. All purchases werc. “being pa’d for by cheques,

ACCOUNTS .

Administrative Secretary-cum-Accountant was in chargce of
the Accounting see¢tion. The Cash Book was posted -daily from. thoA
Day Book and balanccd at the end of the menth. Cash summary wa
preparcd and posted at the ¢nd of the month,
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Stock Books werce posted from the analysis sheets that were
being checked every day at the-general office under the guidance
and supervision of the full time checking offlcer of the Department,

COMMITTEE :

The Committec has met regularly oncc a month and whenever
necessary ‘it has taken spu@dy decisions over thu affairs of managc—
ment and dlSClDl nary 1nqu1rles.

FINANCE:

M.C.L. approved for the year up to 30.8,68 amounted to
Rs 225 ooo/- An overdraft of Rs 75,000/~ has becen approved by
and operated with the CO—OpOT&thL Bank
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INSPECTION NOTE: NO, 2

KORATATPATTU M.P.C.5. UNION, LIMITED

This Union was formerly registered as a Stores Societics
Union, in October, 1944, and was converted later into a Multi-
purpose: Co~opcrat1vo 5001etles Unlon. The membership consisted
ofl N L N S

M.P.C.S, Societies oo oo ev oo oo 17

Co-operative STOTeS v e o6 oo oo 2
Co-operative Welfarc Society .. .. 1
20

There were no private authorised distributors functlonlng
in the area of operation of the Union. The entire dréa was scrved
by co-=operativec societies w1th a total 'of Rice Ration Books of
42,715,

The Union was running two retail depots, with one for
textiles and the other for cssential commodities., In addition,
the Union has opened once 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 Rs 100/-. The total paid up share capital at the time
of the visit was Rs 15,884.4%, There was a Reserve Fund 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 decalt in consumcr goods, rations and the sub-
sidiary foodstuffs, textiles, grocery, cement, kerosene oil and
other sundry goods. All the member-socictics made their purchascs
from the Union.

The Union also owned two lorries for transporting the
goods purchased for its own business and also undertook the
transport services for its affiliated socicties.,

The Committce of management consisted of nine members
elected at the General Mecting. It has altogether employed 15
persons. The following statment is included herewith for
reference:
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Koralaipattu MPCS Unien Iitd., Valaichenai

CAPITAL A/C AS AT 31.%.68

Shares : B 15,884.43 - Land - ' 1,160.,63

Reserve Fund 63%,869,08 Building 82,9%9.13%

Share Trans- - - _ Lorry No.,1 1,00 ,

fer Fund ' 1,000.00 ' Lorry No.2 1.00

Building Fund 7%,244,76 Coe 2.00

Lorry Pund 17,230.07 “ Purniture « - 11,96%.12

Education , N Investments 1,74?f00

Development _ : F.D. in B.C.P. ' o

Fund ‘ 1,000,00 . Bank 12,842.56

Entertainment B Sundry Debtors 21,114.53

Fund 216.60 -  Stock 1189,045.87

Comf_good,Fund 69339-39 | Cash in hand 14,592.12
| ‘ 162,890.90 o k

Dividend on Share 941,04

Staff Security . 10,600,00

Sundry Creditors ) 24,249,9l>

B.C.P, Bank O/D : 86,56%.15

Balance profits 34,271.53

335,400,96 . 335,440.96
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IUSPECTION NOTE: NO, %

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

This Union was formerly registercd as a Co-opecrative Stores
Societies Union, in July 1944, At the time of registration this
Union was doing only one function, i.c., distribution of consumer
goods* to member-societics., During the period when all the con-
sumer and C,A. P, & S. Societies were converted to muiti-purpose
co—operative socicties, this Union too had its registered name
’alterpd to Multi~purpose Co~operative Socicties Union, with the
privilege of accommodating the stores societies and C.A,P., & S.
Societies in its m@mbprshlp,

Area of Operatlon and Memberships

This Multi-purpose Co-operative Societics Union covers the
entire Eravurpattu arca with a population of 45,000. There wcre
28 Co~operative Societies which werce affiliated to this Union at
the‘tims,of the visit,

‘Among the 28 member-societies, 24 were Multl-purpose Co—
oparatlvc Socleties and 4 storc societies. Out of the 24 M.P.C.

2 societies have operated the consumer section only, other 2
socicties agricultural function only while the rest were truly
multi-purposc,

Sharc Capital:

The valuc of a share was Rs 500/- payable in five annual
instalments of Rs 100/--. Every society affiliated to the Union
has purchascd one share cach, The total paid up sharc capital
amounted to Rs 12,817.%30., The Union has paid out onc year
dividend from its profits, which was added up to the share capital
of the members socictics.

Finance:

The Union was 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 Pcople's Bank
up to threc lakhs, two and a half lakhs from the Batticaloa Co-
operative Provincial Bank, as well as onc lakh ninety thousand
rupces from the Commissioner of Agrarian Services, which was a
long-term loan., In addition, the rescrves accumulated at the
Union have been utilized as capital funds.

Activities:

1. Distribution of Consumer Goods:-~ This Union catercd the cntirc
requirements of 45,000 Rice Ration Book-holders rcsiding within
the area o0f operation of this Union. All rationed and unrationcd
consumer goods such as rice, flour, sugar and other subsidiary
foodstuffs were distributced or sold to the members of the public
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through the 26 co-operative societies, Rice was given FREE
on- coupon and the societiés were given fortnightly stock- 50°

’supply he consumers weekly. Ag the subsidiary foods tuffs

500 wers rationcd, the societies were given once a month
their mﬁntth r€qu'rcmcnt% The Govbramont S pOllCV of
cqultabi .suh¢bvtlon of ecssential foodstuffs’ to +he public

Jhas ‘been ce wweicd out prompily without anykbomplawnt In
addition to the gupply of consumer goods to societies, un-

rationed articles such as sugar and flour arec sold to private
traders as well. This Unicn was appointed the sole distri.-
butor of sugdrrand Tlour for the Eravurpattu‘Areaof- ‘ '

This section of the business has ~~ed on an annual
turnover of Rs 2,750,000/ with an anticipated gross profit
of 5% for tho SLTVLCO rcndu “CC, o ' . -

'dddition,uo thig, textile wholesaling to member--
“OCJCU o and rekalling to the public have been done by this
Union. Tlﬂe’:-equjwc“q textiles were bought from Salu Sala and
at times from privatce wnolcesalcers in CoTOmoo, The Union made
all ites purchascs of subsidiazy foodstuffs from the Co- ogorazlvc
Wholesale Establighment Co¢ombo byocpt rlce and flour from

)\,

“the Government Stoies, <a7twca|ou,

The turndver of texiile wholcs ﬂling amounted to
Rs 165,000/~ per year with a margin of profit of 5%, while
the fccﬂJW g Rs 35.0C0/- por year with a margin of profit
of 8%, Somec vailety oP fextiles werce under controlled wiil.
vegard to their guans ~Jy and price, trus ylelding much lower
trade'margin of prolit to the Uniow. Fowever, the Union has
been satisfied that it has fulfilled the Goverhment pOlle
and served the need of the Lublic,

E . . .
E oy S A0
MLh o A4y A B

ot of the Peoplefs Bank in
For this purpose the Union has been
aliowed an facility of Three Takhs of Rupces on
an inceress > vhe amount used. The Union levds™is
at the rate of 10% interess on ﬂo.ag jewellery for which

AT ot A

tac Union pave H0% of the vacue of the article pawned.,

Pawn Shop:--

Monthly pewning anc reteciming have worked well over

Rs 45 .C0O0/

L"< MlLllﬂg ‘The Union has put up its own Rice Miil witsh
~ milling apubity of 150,000 bushels annually. The building
Plant and machinery bas costed the Union well over RS 190. olaloys
and this moncy has been obtasined from the uonm1881oncr of
Agravian Services on long-term loan with 23% intercst payable.
i 10 yeﬂvQ, The Uniocn has ubderuakon its mlllnag for the
Governmen’ at the ratp of 37% ccats per bushel of naddy
millced, ‘Accoxding’ the contract the Union had to supply
20.5% rough rice ?or the number »f bushels of paddy milled.
The Union has been allocaied a gaota 0f 2,000 bushels of
Paduv per week. AfTter surrendering the rice to'the Govera-
ment o Stores, the Union could obtained the full payment from
the C. A5, The by--products. such as brokcn rice &nd bran
were an additional incorie to the Union,

2
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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 undcr the Guarantced
Pricc Scheme, This Union has been given the privilege of
stocking the required gquantity of paddy for milling purposc
with the surplus to be handed over at thce Government Stores.
There were 5 M. P.C.5, 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 socicties as goon as
paddy was taken over, and in turn thc Union obtained the
money after surrendering thc same at the G.P.S. Stores either
in the form of paddy or raw rice, The Union handlcd about 2
lakhs of bushels of paddy annually.

5. Labour Contract:—~ 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 picce ratcs., The same has been donc in the mecasuring of
paddy at the G.P.S. Godowns. The Union has got a ncett income
of over Rs 3,000/~ annually by doing thc contracts,

In addition to these activitics the Union has been
operating two branch depots. One at Unnichchai and the other
at Karadiyanaru. Thc Union also undertakes the distribution
of consumer goods for weak and financially poor societies till
such time whHen they are properly rc-organizcd.,

Buildings:

The Union owns 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 maintaincd satisfactorily
for the busincss opcration of the Union,

Staff:

At the timc of the visit there were in all 32 cmployces
managing the affairs of the Union. The Administrative Sceretary
and the Manager were two important cmployeces of the Union, A sum
of Rs 82,000/~ was paid by way of wages annually to all the
employees., The-employces cnjoyecd Provident Fund bencfits from
the Union,

Committee of Managcment:

The Committee consisted of 12 members, Of which 9 were
clected by the General Meeting with the other threc 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 responsibilitics of the affairs
of the Union. ‘
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Balance Shect as on 30th September 1967 -

Sharc Capital

Statutory Reserve . -

Other Résérves

Security Deposits
Other depoaits
Acerued interest

Loans and over-
drafts

Interest7payablevi-

Advance rucclvedf
Excess Cash
Sundry Creditors
Suspence account
Other'CrLdlts

B.D. Unlon Bulldlng

Fund - S
Co~op. Euné
Balancc proflt

12 817.30

. 89,098.82.
14Y,145.01
© 25,600.88
;f6§6®2¥o5_;
| 2,'581.10‘2’_;'}5.

\ 491 440, 26\
15,062.92
7,400 ,00
6,208.89

45,224.3%2
42,772

'>Accrucd intercst -

f5a545{14,f;

6,783.86
5,035.26
22,606,114

881,194.57

bt peant oo Gt gty

Land.und BulldlncT

_ Plant’ ‘and Machinery .
- Motor Vphlcles

‘Furniturc and
Fittings '
Pixed dep031ts
(Sceurity Dep051t)

;Irvestments

*Dep031t°

- Pawn. Broklng _

Advances
Sundry Debtors:
Valuc of. Stock

- Gash ‘shortages - -
Cash in hand

234,226.775

 54,998.39

156,155.28
14,076,172

17,827,02
1%,612.00
2,0%35,00

f‘227 747.00

9 521 20
25 65) 00

.101,382.92

103,733.99
13,068.74
7,164.56

881,194.57
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ANNEX NOTE: EASTERN PROVINCE CO-OPHRATIVE
AGRICULTURAL UNION

The writcer was invited to pay a visit to the Bastern
Province Co-operative Agricultural Union which was in fact
outside the scope of his survey, but related to the develop-
ment of the co—operatlvc movement of the area in gencral.

This Unlop was reglstcrcd on 30.4. 48, with a memberehlp
of 58 societies and 408 individuals. It was certainly an
unusual organization which would have to be strictly treated
as onc of the irrigular offshoots of the movemont.

According to its By-laws the value of a share for a ..
society was Rs 100/-, while for an individual Rs 10/-.
At the time of the visit, its paid’up Sharc Capital was
Rs 19,843,00/-, and the M C.L. was fixed at Rs 300,000/~
as of 9.1.66. .

Business Act1v1t1es

This Urnion was thc solc agont for the sale of Ferguson

“‘ﬁTractors for the entire province onh a commission basis.

. Brown ond Company, Colombo, was the solc importer of
- Perguston Tractors, who hPs commissioned this Union as its

agent for this arca, Branch of the Brown and Company, Ttd.,
Amparal was only a sub-agent, as such this Union was given — ©
50% of the Commission for all sales canvasscd by them.

This Union was also the agpnt for the sale of con81gnment
tractor sparcs getting a commission of 15% on the sales on
Lucas and C.A.V. spares and 25% on M.H. spares.,

_Tractor Sales:s

It has bcen the policy of thé Govornment to sell tractors
on a system of permits channelled through the Union, Hence,
the sale of tractors has been done entircly through this Union
for the Bastern Province.

Sales of tractors for the past three years were as
follows:—-

1965 1966 1967
12 ' 100 109

The salc of tracfors and implecments for 1967 could be broken
down as followss:-

Batticaloa Socicty Amparai Sub-agents
79 tractors 30 tractors
80 tillers 28 tillers
22 trailors 2 trailors

6 pair of cage wheels
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PriCe'of.tractorsvahd sparesgand commissions in 1967-8.are
illustrated below:- o

Tractors Comm, Trillers Comm, Trialers. Comm.
January '67 Rs. 15250/~ Rs 1150/- Rs 1,300/~ - 15% Rs 5600/~ Rs 650/
July = 15750/~ 1250/ 1500/— 15%

January '68 16350/~ = 1350/- 1700/~ 15% 6400/~

Totel commission earned by the Union amounted to Rs 123,137/57. o
In addition, sparcs sold in 1967 totalled Rs 525,355,3%0 and
commission earned Rs 126,239.03,

Garage:

This Union has establishcd repairing scrvices to the
customcrs., Onc of the scrvice centre was Batticaloa and the
other at Karaitivu.

This Union has becen rccognised as a sultable training
centre for recruits and traineces sclected by the Labour Depart-
ment, who were to be trained as tractor opcrators and mechanics.
The Government paid a commission of -/50 cents per trainec per
day for the full period of training of thc recruits. 40 persons
have been so trained since 1967.

This Union handled all types of repairs to tractors against
high competition with the mushroom private tractor repairing
establishments. :

This Union was administcred by a Committce clectcd by th
General Body annually as stated in the By-laws. The Committee o
Management was said to be alive to its rcesponsibilities.

C
a
1

Pinances:

Tentative trading profit and loss accounts and balance
shect as at 31.12.67 attached,

The nct profit earned in 1966 Rs 125,342,853
’ - do - 1967 Rs 121,162,453
The balance profit as at %31.12.567 was Rs 3%2,330.09

This Union obtaincd Rs 45,856.00 from the Commissioner of
Agrarian Scerviccs prior 1o 1958 for thc construction of buildings
and this amount has now been written off together with the acmvad
interest. Consequently, thc Union has owed no debts to outside
agents. It had funds of its own adequatc to finance its own
business activities,
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Vehicles:

. The Union maintained 3 vans and 2 tractors. The vans were
used for travelling to meet urgent calls of customers to attend to
repairs in the ficlds and the tracdtors are maintained for dcmon-—
stration purposes and training of the recru;tcd trainees,

Gcnera;._

In addition to the tractor business the Union has sold out
40 bicycles since 1967 for Rs 9,601/50, As this Union has offercd
the concession of sales on 1nstalment basis, therc has been an
increasing demand for bicycles.
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(6) MULTI-PURPOSE CO=-OPERATIVE DEVELOPMENT
- AMPARAI DISTRICT -

M., P,C.5, MOVEMENT TN GALOYA AREA

Although the multi-purpose co-operative socicties movenment
in Ceylon was started in an Island wide scale in July 1957, as a
result of the recommendation of the Planning Committee of the
Ministry of Agriculture and Food, 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 initiative taken
by the Development Board of the Galoya Valley. These societies
were then known as "General Services Co-—operative Societies'™,
(Supplying the consumer and production requircments to members and
selling their product). The name "General Services Societies" was
changed to "Multi--purpose Co-operative Societies™ in and after 1957.

Growth of the Movement: Registration of General Services Societies:

Year : 19%2 195% 1954 1955 1956 1957 Total
No, of
Socleties: 1 13 12 5 5 2 33

Conversion of G.5,9. to M.P.C.B5.:

Year : 1957 1958 1959 1960 1961 1962 Total
No. of
Societies: 2 12 17 4 2 1 - 38

Registration of M.,P.C.5. from 1957 to 1963:

Year ¢ 1960 1961 1962 196% 1964 1965 1966 1967  Total
No, of

Socletics: - - - 6 4 - 7 - 17
Membership:

Yecar : 1952 1957 1967

No. of Socicties: 1 38 55

Members 2 142 5,030 7,467

Consumer Activities:

Yeaxr 2 1952 1957 1967

No. of Societies: 1 38 55

Sales s Rs 40,000 Rs 5 million Rs 10 million
Net Profit : Rs 1,750 Rs 73,500 Rs 93,172

Working Capital : Rs 1.5 mil. (n.a.) Rs 2.7 million
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Purchase of Produce of Agriculture - mainly paddy:

Year 3 1952 1957 1967

No, of Societies: 1 38 55

No. of Bushels : 5,725 18%,697 637,656
Value : Rs 68,700 Rs 2,204,364 Rs 7,651,872

Producers requirements:

Agricultural credit was granted from Co~operative Bank
through the societies to theilr members for cultivation and
harvesting purposes. The People's Bank and the Government
Departments also issued loans to these societies. 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%.. ‘

Total Amount

Season No, of Socicties Year of Loans granted
Maha | 38 1966/67 Rs  172,964,00
Yala 58 1967 " 315,453,.00
Maha 55 1967/68 " 3,496,554,00

Other Activities:

Apart from the Agricultural Activities and consumer services
a few socicties 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 Bulldings 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.,
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INSPECTION NOTE: NO. 1

THE GALOYA VALLEY MULTI;PURPOSE CO-OPERATIVE SOCIETIES
UNION, LIMITED AND THE COLONIZATION SCHEME

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 colonistes who without
an exception were members of their villagc societies. The Board
financed these socicties in the first instance by granting of loans
and appointing a Co-operative Marketing Officer to organize and %o
advise them in business methods on co-operative lines., The immensc
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-opcrative Societies Limited! and later it was
again amended to 'Galoya Valley Multi-purpose Co-operative Societies
" Union, DLimited'. :

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 societies
were in Batticaloa District.

The value of a share from the inception was Rs 100/=. -
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 societlies as
presidents-cum~treasurers, From 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 officiais.
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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 found it very difficult to manage its own
affairs, From 1961 to 1964 the Union had incurred a net loss of
Rs 101,465.94. This was mainly due to mlsmanagement by the
Commlttee. _When - thellnd ol Committee was dissolved 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
belng managed by the Board.

SerV1ces of the Unlon.

Prom 1952 to 1960 the Union supplied all consumer. articles
and manure to member societies, This Union also acted as a whole=-
saler to the village soc¢ieties and was authorized by the Galoya
Development Board to allow each society at the outset to obtain
‘on credit goods to the value of Rs 3, 500/~ and furniture and
‘equipment for about BRs 2 500/—. Thls 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 colonlsts. : ,

A In May 1958 the Union took over the Clgarette Agency and
" became the sole agent for the Galoya Valley. .

Gurrently, the Union has been caterlng to all the needs
of the member societies in the valley. It has directly undertaken
the distribution of essential commodities and other goods of six
registered societies which had collapsed under thelr own manage-
ment, :

Four retail depots were opened in the valley on the request
~ of the public who found it 1nconven1ent to travel to the nearest
ftdepot for regular supplles. L

In April 1966 the Union had to take over the C.W.E, ‘branch
depot which ren parallel to the co-operatlve soc1ety - at Amparai
Town .

‘The Union has also undertaken the transport contract of
© manure for Agrarian Services Department since 1960, Since the
Pertilizer: Oorporatlon opened up its own depots in the area, the
transport of fertilizer-from Batticaloa has been given over to
private contractors,

Consumer Act1v1t1es'

In the year 1952 the Union supplled subs1d1ary foodstuffs
only to 2,000 rice ration books. A& the Colonists were' settled
in the v1llage units there was a regular increase of the ration
books and now at the time of the visit, there were 77,232 ration
books attached to the Union. Most of ine goods were . purchased
from the C.W., E.,,ln Célombo., A few purchases were made in the
opén’'market. The folloWing list shows the purchases for the
”last seven years."" 4

ST o
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1961 - Rs 3,954,%61.00
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, 5747507-00

Sales, Gross Profits- and Vett Profits and Losses‘

From 1952 to 1960 tho sales of the Union had been for cash
and for c¢redit approved. by the Galoya Development Board. At the
time of the visit all sales were for cash only.

Appended below are sales, gross profits, nett profits and
losses for the past seven years. -

Year N Turnover Gross Profits Nett Profits Nett Losse
Rs - Re-. : . 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 &,201,852 188,590 . 64,832

1967 9,828,700 259,438 . 73,359

Wholesale and Retail Depbts:

The Union has 4 wholesale depots., Two at Awparai,onc for
shop goods and one for subsidiary foods., These two depnts act as
the main depot for distribution to the two wholesale depols at
Gonagolla and Central Camp. .

: Amparai Wholesale Depot has 11 retail points and one retaii
p01nt is attached %o Gonagolla W/D. .-

Appended below is a table show1ng societies attached to
=each W/D,

Neme of Wholesale No. of 'Authorized No. of

Depot Retails Societies Distributors R.R.B,
Amparei W/D 11 21 6 50,147
Central Camp W/D 18 18,467
Gonagolla W/D 1 8 8,618

12 47

_= ==

-3
-~
~3
N
N
N
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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
sexrvices,

Financing of the Union:

From 1952 the Galoya Development Board was financing the
Union. In 1953% RS B0,000/- was voted and credited to the District
Provincial Bank, Batticaloa for this prupose. In 1954 the approved
M.C.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 1/40 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/-. 3 :

BAIANCE SHEET AS AT 2.6,1967

Liabilities | Assets -
Shares 13,225,00 Pixed Assets  40,529.32
Reserves 226,259,86 Motor Vehicles 27,959.41
Balance Profits 242,03%6,70 Investments 3%,346,38
Long-term Loans 123%,382.90 Current Assets 512,417.21
Current ' : Other Deposits-- 4,772.19
idebilities 553,953.88 Stock in Trade 443,327.92
Prepaid expenses 37,852,753 Cash in Bank
Other Deposits 87,912.80 A/C No. 1 121,268.98
B?nk Overdraft /99,82§.64 Cash in Hend o ggg:ig

1,184,450,51 1,184,450.51

T — . et e e i i o e s e s S
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INSPECTION NOTE: NO. 2

GAL OYA COLONY UNIT NO. 24 MULTI-PURPOSE
CO-OPERATIVE SOCIETY, LIMITED

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 toc
the Gal Oya Development Board had settled families of 126 farmcrs.
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 Co-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 with
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 Developw...
Board had granted loans to the members to the value of Rs 29,820.77
for the following purposes.

1. Cattle Loans .. Rs 24,500,01
2, Marketing Loans 2,328,00 -
3. Sced Paddy Loans 1,260.,00
4, Consumer Loans: - - 1,738.72

Rs 29,826.7

=4

This Socicly w..l.i. was started with 126 members was nci -
the time of the visit having a membership of 152, representing the
~ame number of families in the Colony. The value of a share was
Rs 100/~. The total amount of shares paid up amounted to
Rs 13,291/-, with arrears of Rs 3,009/-.

From the conversion of the Society into a Multi-purpose in
1958 to the end of 1960, the members had managed the affairs of the
Society satisfactorily. According to the Balance Sheet dated
31.,12,60 there was 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, ;
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1. Not having a proper knowledge on co~operation,

2. Undertaking Government Contracts without any
knowledge about then,

3. Bad management by the Committee,

"4, Neglecting the supervision of the manager's work,
allowing the Manager to have his own way,

5. Not taking prompt action to redover dues,

6., Not convening General Meetlngs to change the
. Committee of Management

7« Not holding Committee Meetlngs to dlscuss “the
problems of" the ‘society and to remedy defects, and

8. Mishandling of tash and goods by the manager and
" not taking prompt -action agalnst such managers.

The last audit done at this society was for the period
30.5. 66 to 31.,10.67, and the total loss shown at the end of
31.10,67 -amounted. to Rs 26,616.64, Particulars of losses are
as' follows: F,

Loas .up to 29.5.66 o Rs 8,314.3%9
Loss for period 30 5 66 - 31, lO 67 Rs 18,3%02.25

Total: ~Rg 26,616.64

..._.,a._,,..—-—-—__.__-._

During the period 1966-1967 this soc1ety had- done busine-
in the following sections:~ -
Consumer Scction
Marketing of Paddy and Chillies
Contracts
Sales pof manure
| Durlng 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 . : . Rs 4,048,90
Marketing of Paddy,{Shortage) - - ': 10,002.45
Contract Section - Gross Loss 3,511.40
Marketing of Chillies - Gross Loss-- 183,72

Sale of Manure - Gross Loss . . .: = ° 398,40
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Cash shortages and misappropriations of goods as shown in
the last Audit Report are as follows-‘

_Cash Shorbages ©  © i+ Rs 11,610.36
Mlsapproprlatlon of Goods: Rs 39 159.81

The General worklng of thls s001ety was so horrible and -
there evidently was much neglect of supervision by the administratior
The A.C.C.D. Ampardai at 1ast decided t0-take over the management-
on 10,2.68 and handed it ovér to the Galoya Valley Multi-purpose
Co-operative Societics Union, ILtd, Thc members pleaded against it
and accepted the responsibility of looklng after the society satis-
factorily and asked thec A,C.C.D., to give them a last chance. - The
A.C.C.D. accordlngly gave over the 3001ety once again to the
members who in turn entrusted to the newly elected Committeec.

This Committee has made the following decisions and acted
accordlngly' L '

1. To discontinue the services of the wanaper and app01nt
2 new one, ,
2e- “Po recover all dues by means of legal actlon,

3. +To take stocks monthly and to prepare accounts and
. see if there are any shortages in order’ to take
actlon there and then,

4.5'To put in more funds and to improve the business, and

5¢ Po 'See to the needs of the members and to do every
~thing within their power for the welfare of the
society.

The present'détivities of the society comsist of: . -
1. ﬁistribution of consumer: goods,
2. Sales of agricultural produce,

3 Dlstrlbutlon of manure, agrlcultural equlpments
and 1nsectlcldes to. members, and

4."Grant1ng of loans to members,

Loans granted to members up 10.29.2:68 were as followst-

_ Ploughing loans ' -~ - ' Rs 15 112, 50",:@3L¢f'
Seed Paddy loans n 6 131.20
Insecticides loans ettt 1,125,00
Manure loans =~ - .. com G B 79030
Transplanting loans Lo 0 480,50 "
Harvesting loans 4,312,500

Totals Rs %4,522.00
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INSPECTION NOTE: NO. 3

GAL OYA UNIT 8 MULTI-PURPOSE CO~OPERATIVE SOCIETY, LIMITED

This society was formerly registered as a General Services
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 settlement. The members of this society had very
little knowledge of co-operative principles and practices reguired
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. ILater the member gradually gained the required
knowledge and the entire management of the society was taken over
in their hands in 1960,

In 1961 this society was converted into a Multi-purpose
Co-operative Society, Limited. Progress of society is given below:

Year  Membership Share Capital
1952 - 56 140 ., Re 4,600,00
56 - 58 142 % n . 8,900,00
58 - 61 147 | v 12,510,00
61 - 63 147 " 13,720,00
65 - 67 . 147 " 13,955,00
Business Turnover Profit
52 =56 Rs  529,519,00 - Rs 10,744.00
56 - 58 " 372,034,00 " 7,390.00
58 - 61 " 1,157,609.00 - " 25,767,00
61 ~ 63 " 507,509,00 " 39,061.00
63 ~ 65 " 1,086,742.00 - - " 16,468,00
65 - 66 " 888,597.00 " 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 requirements,

2, Agricu;turalgManketing and Supply,

3. Granting of Agricultural Credit, and

4. Tranggért:sgrvices,

AN
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Consuner Sections

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 producits to the value
of Rs 502,940/~ for the current year, 1967, and had supplied
fertilizer requirements to the value of Rs 29,062/-,

Agricultural Credit:

During the -period, 1.T7.66 -~ 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, ‘ :

The Belance Sheet of the society as at 30.9.67 is given

below:

Liabilities v Asgets

Share Capital Rs 13,955.05 Fixed assets Rs 19,119.93
Reserve Fund " 32,870.00 Investments - " 19,946.05
Divisible Profit n 87,977.09 Current Assets n 50,661.84
Share Transfer Other Assets " 3,846,94
Punds "o T02.11 g50uids Assets " 76,255.96
Staff Security " 5,224,65 Prepaid Expenses " 532,60
Members?! Deposit u 181.45

Current Liabilities " 13,128.07

Other Liabilities " 754475

Total:  Rs 170,36%.32 Total:  Rs 170,36%.32
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~ CHILAW DISTRICT -

INSPECTION NOTE: NO. 1

' UTHURU PITIGAL KORALE M.P.C.S. UNIONJ LIMITED“

This Union was formerly registered under the Co—oporatlve
Ordinance on 23.2.46, as a Stores Union., TFifteen years later it
was converted into a Multi-purpose Co-operative Societies Union.
The Union has been currently cngaged mainly in the consumer
activities, catcring 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 thc time of the visit this Union served 35 member-
societies and 69 private traders. The Union had 3 wholesale units
ond 14 retails depots., It also operated Textile and Hardwarc
departments., The number of thc rationm books attached to this
Upion totalled 105,025,

The administration. of the Union was in the hands of an
clected Committee., The Presidcnt was the Chief Bxecutive, The
overall supervision was entrusted'to a Manager who was supported
by a team of assistants. An accountant with his own staff attcnded
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 TLiaison Officer
between the Department and the Union. The audit of the Union has

cen done yearly by the Department. Surprised book checking has
been made by the Liaison Officer.

The total purchases of the Union in 1966/67 amounted to
Hs 10,926,501,57 and the turnover for that same period totalled

Rs 11,539,386.77.
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INSPECTION NOTE: KO, 2

KANDANEGEDERA MULTI-PURPOSE CO-~OPERATIVE SOCIETY, LIMITED

The above society was”originally registéred 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 arca of operation of this Society according to By-laws
was confined to the village of Kandanegedera in the District of
Karuncgola., With the approval of the Assistant Commissioner this
Society has been also operating in the Villages of Pathigodagedeva
and Udawala, | S ' o

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 anticipatcd that a good number of new members will join the
Society.

The total paid up capital of the Society was Rs 8,510.14,
With the conversion into a Multi-purposc Co-operative Society, the
value of each share has been increased to Rs 50/-., A share may be
~aid in full on allotment or in instalments of Rs 2/50 each quartcr
of a ycar beginning in the quarter in which the member was admitted.

The Committee of Management has been properly constituted
and functioned in accordance with the By-laws, Minutes of Meetins
have been properly kept. The total number of employees was 12
persons with a monthly expenditure on salary and wages amounting
to Rs 1,150/,

i Activities carried out by the Society could be classified
as follows:-

(a) Distribution of foodstuffs, textiles, hardware goods,
fish, driecd fish and vegetables, etc.,

(b) Purchasing of eggs as an agent of the Marketing
Department,

(¢) 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 unloading
of Paddy brought to G.P.S., Stores of the Area,

(h) Granting credit facilities under the Extended Rural
Credit Scheme, and

(i) TInd~~taking Building Contracts.
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Under the Agricultural Section; the Society has also under
taken the following functions:

1., Granting of agricultural loans, |
2 Diétfibution»astertil;zers,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 onijy
recentlys It was noted that people around the area have been
pleased to sce that this Society has progressed immensely during
the recent years, The M.C.L, approved for this Society by the
A.C.C,D, for the current. year 1967-68 was Rs 150,000/=, In respect
of Extended Rural Credit the People's Bank Kullyapltlya Branch has
approved an overdraft of Rs 18 ,200/~. TFor the purpose of attending
to building contracts undertaken by the Society an overdraft of -~
Rs 25,000/- -atso 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
wo~-mentioned,
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SPECIAL INSPECTION NOTE

IRIYUGOLLA CO-OPERATIVE CREDIT SOCIETY, UNLIMITED

The writer was introduced to visit this Society for purpos.
of illustration, This Society was registered in September, 1927,
with an arcea of operaticn in D,R.O.'s Division of Pannalu., Number
of members attached to the Society totalled 189 with a total of
paid up share capital of Rs 8 581 48, reserve fund of Rs 11,946.80
at the time of the visit. ,

During the last financial year,- 162 loans amountlng to
Rs 57,150/~ had been given to members at 6% rate of interest. The
Soc1ety's own funds have been utilized for purpose of grantlng
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 1,362.07. A nett profit amountlng to Rs 711,37 for the last
Flnanclal Year was recorded.

Particulars of Loans Granted‘to members during the last Financial
Year: : '

S , 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 3,900,000
Cultivation T 3,800,.,00
Erectlng Buildings 39 - 17,135.00
Purchase of Carts 5 2,050,00
Medical Treatment 4 500,00
Other Unproductive Purposes 31 8,215,00
Repayment of debts 7 4,100,00
Other purposes - 7 1,83%5.00

Total: 162 57,150.00°

@ It was noted that the
borrowing members has
far,

repayment of loansg by”‘

been satisfactory so
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(8) MULTI~PURPOSE CO-OPERATIVE DEVELOPMENT
-~ KULIYAPITIYA REGION o

I’NSPECT‘ION' N(‘)TE":" NO. 1

SENDATANKA PATATHA MULTI-PURPOSE CO-OPERATIVE SOCIETY, LIMITED

This Society was first registered in December, 1940, with
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 Kurunegala.

At the time of the visit the number of members attached -
to the Society was roughly about-G,OOO. In this area there were
several single purpose socictiés in existences, With the intro~.
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 Capltal amounting to Rs 175, 904/-

The number of Rice Ration Books attached to the Socieiy
was 29,480,

The Managing Committee consisted of 30 members with a -
President and Vice-President, 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 Commititee 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 cenjoyed the respect and confidence
of the members.

The activities carried out by the Society werefasvfollpws:
(1) Coconut (Production and Sales) purchasing from
members:
(a) Production of Desiccated Coconut,
(b) Production of coconut oil,
(¢) Purchase and sale of cocomuts, and -

(d) Production and sale of copra and other
by-products.

(2) Co-operative Hospital - Welfare and Social Services,
(3) Consumer Sectioxn, -

(4) Purchase and Sale of textiles,

(5) Weaving, printing and sale of textiles,
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(6) Purchasing, 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 = o o
10 acres and below - 1,638
‘11 to 50 acres - o . 234
Over 50 acres - 29
1,901

Coconut Sales can be classified as followse

Particulars: SRR o Amount

1. DeSicEated Coconut - Rs 1,487,448.30
2., 0il - - " 1,043,169,.64
3. TPFresh Nuts ' R 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
interést on advances alone this Society has earned Rs 52,349,79
for the current year,

Co-operative Hospital:

No. of indoor patients treated during & year

- 4,210

" No. of outdoor patients - 20,1%
"Average dally attendance - 60
" No, of patlents treated free of charge 103
Cost of free treatment | - = Rs 513
No. of beds = | L - 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 30,656.61 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, ZPurchasing, 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 ratlon books were
attached to the Soolety at the time of the visit,

Weaving of Textlles

There were 5 power-looms and 12 hand-looms oOperated by
the Society with 60 employees. Apart from the above, there were
about 560 textile weavers .who purchased yarns from the Society
and attended to weaving with the help of hand—looms at their
homes,

LI

Cinema Hall:

The Society has owned a Cinema Hall equipped with all
modern facilities. It can accommodate about 700 customers,
Eight employees have been attached to this section, ZEarlier
thls 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
Aue to management fajilures,

Vehiclesse

The 3001ety owned 7 lorries, 3 tractors with 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. :

Followi—~z Trade Profits have been recorded for the past
year (1967): .

Desiccated Coconut ce «+ e+ s Re 1153156.62.
0il | | ce ee ee .. " 18,651.441
Saw Mill , ce  ee  ee e " 6,482,3%8
Charcoal er ae ss  se " 6,817.80
Fibre baling machine .. .. .. .. " 1,668,03
Edible Nuts e ee e .o 4,450,10

» " 15%,226,34
Other Incomes have been .. ce e " 79,999.17

However, total losses incurred on © branches have been
amounted to Rs 52,752,09 for the current year. At the same time
income from other branches totalled Rs 73,188.95.
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Accounts:

Accounts have been kept up to date., Financial Year cends
on 3lst 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.CoLias

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 (Foreign Branch) for necessary
financing purposes,

Employees:

Employment has been given to about 650 cmployees. This
is perhaps one of the largest primary M,P.C.S. in Ceylon which
has also been operating successfully in its various functions.
The employees have joined the employeet's Provident Fund as
additional benefits.,
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CHAPTER VI .

SOME _@BSERVATIONS AND RECOMMENDATIONS

The co-operatives mOvement was introduced to Ceylon in 1912, It
has a history of over half a century. Therc is no doubt that the movement
has taken root in the country, judged by the number of societies, size of
memhership 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 asreas. It 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 preliminary 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 agricultural 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 oc-operatives been in
extricating the peasant from his difficulties is not easy to ascertaines,
but the existence of the cec-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-purpose 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 undertsking
multi-purpose eoonomic 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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Although 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 hawve direct
dealings with the functioning of the co-operatives. How to avoid over-
lapping and duplicating of administrative 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
Department of Fisheries and Fisheries Corparation, Department of Food
Commigsion as well as Textile Corporation, Petroleum Corporation, 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 sce
that all these organizations -have Workgﬂ'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 Deputy
Commissioner of Co-operative Development. Perhaps there is the need to
have a Central Council comprising the heads of dopartments 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.

The secondment of senior co-operative officers of the admini-
stration to hezd the management of unions and co-operative officers of
lower rank to serve the M.P.C.S., which have shown weakness or lost pf
support from their members and suffered from financial losses, is a
problem which should be studied thoroughly. In principle this pmaatice
should not be encouraged. Civil servants, being of their special status,
should not be assigned this extra burden to take charge of the routine
business operation of societies. A co~operative society is & business
concern which involves economic risk and uncertainty. 4 c¢ivil servant
should not be contrusted 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 Ceylon it has been an cstablished practice by the Co-operative
Development Department to classify co-operative societies into - A.B.C.D. -
four groups based on the evaluation of standards of performances of
societies' business affairs. According to an article written by M K, T,
Ranjit, entitled "Role of Co-operatives in National Development in Ceylon',
appeared in "Samuparaya" March 1966, it was stated that after 10 years

i of the promotion of the new system of multi~purpose co-operatives, therec
. was _evidence, judged by the grading of the societies, to show that the
\new attempt has failed to live up to its expectations. This verdict

|

‘was also .confirmed as mentioned elsewhere in this report by the

Commigssioner of Co-operative Development in his Annual Administrative
Report, 1962-3. However, it should be pointed out that co-operatives
of the old pattern did not succesd more than the ones of the new type.
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Klso, it was acknowledged that the co-operatives, in order to function
adequately and successfully, must hawg ig cover the total needs of the
peasants as producers as well ag consumers. Tb cater for this demand,
multi-purpose co-operative services should be the more viable angwer,
as these services could possibly be rendered more efficiently and
effectively through this type of societies.
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Higtorically as related earlier, the co-operative movement in
Ceylon has been developed along the following lines:-

1) Before the conversion scheme was introduced in 1957, there
were two types of co-operatives existing 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-~operative.
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 underwent 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 cff 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 socicties
changed in name only, while, of course, 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. However, aflor
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 consideration of the usefulness of thesc
functions to thes societies or their members,

Nevertheless, at the present stage of co-opserative development in
Ceylon s elsewhere in developing countries the case in favour of the
M.P.C.S. scheme is cvident. It was noted that the co-operatives ot
village level inevitably suffer from a lack of ~dequate leadership ond
suitable staff to run the business efficiently. To have a number of
single purpose co-oparative societies operating in a given area or
village naturally led to a state of compartmentalism of business activitics
diracted 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 societics
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 wvillage 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 consolidati..g.
The efforts of individual members in one sociaty 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 societics could not afford to employ persomnel of suitable
qualification and ability. The multi-purpose co-operatives, being
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opcrating on larger scales of business with soctional functions, naturally
command & larger volume of business turnover with resultant bigger reoturns
which would enable the society to support suitable and gqualified staff to
Tun ite 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 cach other functions, Propor
accounting systems should be established in such a way as to gear each
department to its top efficiency and effective management with rocognizaq e
individual identity and merit. ‘

As the rosponsibilities of the M.P.C.5. became greater and more
complicated, it may bc necessary, for separate functional unions of these |
M.P.C.8. to be formed, zach for a separate purpose at the secondary or
tertiary lovels. In Ceylon bocause of the easy accessibility provided
by the comperatively good transport system and infrastruoturc facilities,
porhaps 1t is advisable to roduce tho throc-tier systom - village primary
societiés, district sccondary unions and national apex feoderations - into
onc of 2 levels by meking village M.P.C.S. societies as branches depots,
M.P.C.S. unions as unit societies with the specialized functional
fedorations 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 the
principle and practice of the distribution of dividends. Most socistics
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 managoment of a co-operative organization and as an
inducement measurc for rewarding the participents of the movement., Above
all; a proper and workable plan must be formulated for a multi-purpose
iso—operative as to how to reasonably distribute its surplus to the ;
Miffersnt users of the services of the co-oporative functions. The !
‘problem now facing the movement is the lack of a workable formula for

Such a distribution. In order to achisve this the diffsrent departments

‘or sections of the organization must keep independent accounts and the

upon profit and loss =ccount of cach dzpartment covld be recorded. Thie

would not only facilitate the forrmulation of a reesonsbls dividond distribue=
tionprogram but also offor a basis for asssessment of the managsment efficiuncy
of th: dopartments, and the soci:ty as o whole. So it is clear that probiocis
concerning ths distribution of net profit of the M.P.C.S. amdng its various
sections and ultimately individual members should be tackl:d in ordar to
formulate a satisfactory solution, {

Generally spsaking, it is a comnlicatzd task to formulate an '
elaboratc system of dividend distribution for M.P.C.S. In any case, thp
following accounts have to be taken into consideration:-

(1) dividond on share capital,
(2) Bonus to emdloyass,
(3) Rebates to members in accordance with their patronage by sections,

(Sectional accounts should thorefore be kept up to date., -~ this
ig the most difficult and expensive part of the whole issue. )
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(4) Reserve funds to be contributad to various purposes in accordances
with the By-laws end resolutions of the zeneral meeting., (Ro-
bates to non-membor patrorage should go to the Raservs Fund. )

For mzny societies it was difficult to establish soctional accounic
and calculate thce shars by cach saction of the ov:rheed sxpenses of the
M.P.C.S.y in ordsr to arrive at an sccurstse amount of the net profit
availablo for distribution, The only way out therefore has been to transfur
the net profit, if any, to the ordinsry Reserve Fund or spscial Ressrve Fund
of the society. It is to be suggested that the time is opposrtunc now basod
on the experience of the psst ten years since the inauguration of the
M.P.C.S. schemec that a comprehonsive accounting systam should be drawn up as
a modcl for the M.P.C.S, and their uninns.

The early Cevlonesc cooperative movement as initiated undoer the
British rule was primerily intcnded for =nd directad to the r-:lief of
Binancial difficulties of the smallmen espocially peasents in the rursl arces.
The outcome of this conviction leads to the pref :rence of craation of cradit
societies, This objective, no mettar how noble it may se>m to be had schie-
ved viry little in any aspect of rural rehabilitation of tho country.
According to rscord, degpite 50 years of existence, cradit coopsrativas had
mede little headway in providing oredit to the rurel sector; nor in
mobilizins savings from it., According to 1957 date, over 90% of rurcl
debts were from non-institutional sources or private monev lendors, and
only 7.87 of total rural debts had baon taken from the Government, co- ‘
operativeos end commercial benks, with cooperatives eocount:d for »nly 4,1%
of tha total, It was also recorded that ther: wers large ovirduss under the
Govsrnment schemas of lending to cooperatives for purposcs connsctad with
paddy cultivation.

The sources of financial assistance in the fopm of granting credit
~to the coowerstives have bzen variasd, but to some extent confused. The
propar channsl therafore should ba dirszct=d to the People's Bank as the
sole agzency for offsring ocredit facilitias to cooparetives in order to
achieve a more offactive and bett-r control of the manazgement of ons of
important functiong of tha whols movement.

Genarally spseking, many M.P.C.3, and thair unions have done good
work in respinse t» the Government's call for ths implemsntetion of woublic
policics relating to Agricultursal Production Program, Guarantsed - Price
Schemzs, The Food Rationing Projsct; and the Expanded Credit Schem=2, atc.
These measures,; H>f course, also hava contributed much to the success of
businsss operations »f many M.P.C.S. As metter of fact; soms of the
societies heve baen desvelopsd alsng the linz »f ov:r-dependonée on the
existance of the abova-mentionad meesures for their vprincipel sourcs of
income without which thzir ultimete survivel wonld be seriously e7fectad.
This situetion vresents a vivid picture reminding th: »promoters as well s
administradors of coopsrative movement for a thorough study of the problom.
There has been a school of thought thet if tha M.P.C.S. wers not pre-
occupied with the G.P.S. agency, much more could be dons by them to stop
up fond productisn »r processing and merkoting as well as to follow up tho
activities of their members in r.:gard to the utiligetion of credit fecilities
given to them. How far this could go would depend lerasly upon the bettor
consolidation and management of the socictics concernad and the responss
of the mcmbers.



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 are the secondary or
district level organizations. They are in a better position to operate
their business functions with the advantagee of the economy of scale. In
feet, they serve their primary member-socicties in the capacity of a type

of organization as the C.W.S. snd may well go into manufacturing processing

of primary products for supply to the local markets. These Unions, would
be better off, if they could also deal direct with producers'! co-operative
unions, such as the Union of C.A.P. & S. societies, the Ceylon Coconut
Producers Societics Union, the Textile Co-operetives 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.

Testiary co-opsrative organizations may also be better in the
field of specialigation either in marketing, processing or distribution
in full accordance with the nature of the products. Therefore they should
be single-purpose only if the scals of operation warrants this set-up for
better services and cheaper costs.

It is evident that the M.P.C.S. could have & 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 bse the
best medium for agricultural and industrial extension services., Thoy
could be the best agency for land reform, rural resettlement and agri-
cultural 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 scrve useful purposes 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.C.S. 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
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.S. could also serve useful purpose just as much as to the
peasants and smallholders. These Industrial M.P.C.S5. could also perform

the following multi-purpose functions:

(1) Collective supply of raw materials to cut down production
cost,

'

1



(2)

(3)

(5)
(6)
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Joint action to guarsntze standards of quality and to orranz:
raguler merkoting Hutlets,

Joint adontion end utilizetion of modern techniques end mechin..
8Ly

Esteblishm:nt of contacts for mutual benefit betwaen producsr
and consumar,

Collectiva sup-ly »f credit facilities,

Processing of the rew meterial for tha sms1l industrielists
and provision 2f common workshop fscilities,
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It is interesting to note that since the introduction of the
multi-purpose co-opsrative scheme in 1957, the conversion processas of
existing societies into multi-purpose ones have been carricd out in a
variety of wayss 1) there was the zlmagamation of stores socictics with
Agricultursl Production and sales societies: 2) thare wes the Convarsion

-of a single »urpose society into a multi-purpose co-opsrative with =xpansin
of business functionss 3) thare were societies solitting esch ona >F then
into more then one multi-purpose co--oparatives ovéreating in the same and
original areay 4) there were merqgers of two or more socicties of similar
or difFErsit nature into multi-purposs co-operatives by conversion;

5) thsre were others liquidatcd thoemselves and joincd other strongar

mul ti«purpose societies. These different types and processes of convarsion
naturslly involvs complications with regard t> the change.of the areas of
operation, tha trensfor of assets end lisbilities and personnel emnloyacnt
arrangement, ctc. Bvidently, there were societies which weroe converted int>s
multi-purpose co-opsratives in name in ordsr to conform to the lew of

the time by cerrying on the same kind >f trede without changing their
nature and content., Still thers were others which operated in the seme
area with one convorted inte multi-purporse co-opsrative and the other
remained unchanged, therefore, competing against sach othsr. By znd lergs,
the most difficult problem of conversion has bzen ths transfer of asssts
and the distribution »f reserves snd survluses. The ares of operstion
also posed a problem pending satisfectory solution. It is svidant thet in
many casces the process»s of convarsion have not bsen setisfactorily
completed after ten years »f Hperstion of this perticular multi-purpose
co-coperative schame,

"One M.P.C.S., for cach villaze" ides hes not bren in fect totally
worksble, This practicse hes caused weakness in many sreess where we could
s»e the broken down of many smell and inefficient M.P.C.S. throughnut
ths country. The rsorganization es mentioned eerlisr would be in the dirac-
tion »f setting up lergr vnits of M.P.C.S. with their branches or
depots serving the villagss.,

In practice certain M.P.C.S. were formad from a combinstion of
diffrent kinds »f single~purpose co-oparetives existing in a village or
an zrea, Thsse single-purpose sociaties may be a village co-opsrative
credii society, & store socisty. 2n egricultursl production and selzs so-
CGiety or a lebour socixtv, etc. Whsn the multi-pursise co-operative drive
was on the wey these socisties were urged to merge themselves together and
be convertesd into a multi-puipose society conducting oxactly the various
originel functions for the service of village members. A case in hand was
the formestion »f the Uva Kandana Multi-purposce Co-opsrative Society Ltd.
in the District of Badulla. Though this particuler smell society wes rather
week and sufforad lossés inreoent vears, it was nevartheless a genersl
pattern of vracsss of trensformation »f older tvpas of societiss into
M.P.C.S. in many parts of the country.

Another pattern of functions as performad by the Amun:sdowe M.P.C.S.,
which was convarted from A.P. end S.S., has bsen as follows:

(1) Granting Agricultural loens to members for cultivating paddy,
vegetable and potatoss; etG.,

(2) Marketing paddy through the Guaranted Price Scheme, potatoos
through the G.P.S. and in free merkst, vegetables through the
agricultural producers! co-operetives union,
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(3) Supplying agriculturel implements, fartilizers and seed
materiasls, for productisn purposas,

(4) Supplying rics; curry stuffs, textiles and sundry =oods for
consumption,

(5) Undertaking Labour Contract work with Governmant for
congtruction »nd ropeiring of buildings,

(6) Oporatine rural hanking business es a branch of tha Pecple's
Bank,

(7) Operating & modsl ferm on a 10 sore land leased from the
Governaent for producing potetoss, cabbage, etc. for
demdnstration purposes.

Howerer,; in cortzin districts,; such as Batticaloca, there wero
societies which have been convarted into M.P.C.S. without performing
multi-purpose functi-ns. Out of the 118 multi-purpos: socistics, as
reportad in early 1968, 107 soci»ties were engz<ed in both egricultural
and consuner activiti@s, six socisties engeged in consumer activities
only and four societies in asricultural functions. Whereas out of a
totel of 459 socistiss a2t the »nd of March. 1968 in Batticaloa, only 118
vers primery multi-purpose socizties ond four M.P.C.S5. unions. The
ma jority »f them, therefors, were sociz2ties performing single functions
or functions undertaken under the 014 pattern, such zs C.A.P. and S,
societizs, etc.

It is evident thet in some districts the transformatisn has boeen
far from being comolet>d and many societies remsined intact 2s befors,

Another illustration could b2 quoted with regerd to the conversion
process and prowvlems, end that is tho Jaffna exampnles Jaffns District
is known as the birth-plecc~ of the co-opsretivs movement in Ceylon. There
were numerous cradit socictiss, storss socisties as well as azricultursl
production znd ssles societies, 2nd a provincal co-—operative bank in
- existence before ths introduction of the M.P.C.S. scheme into this =arca.
The District Agricultural Production and Sales Socictizs Union is an
organigation of functional cheractar while the M,P.C.3. uni»>n parforms
more or less co-operative wholesale society gervices on regional basis,
In fact both types of these societies #nd unions have boen of multi-purpose
in naturs. :

During the period of transformetion; many of the credit socictiss
have survivad without being convertsd into M,P.C.S. The rasult was
that these cra:dit sociztiss either becawe inactive or offored crodit
sorvices dunlicating the work of the M.P.C.3. in their respective avecs
of operctioson. The reason hindering the convarsion wes mainly due to the
difficulty »f disposal of the property ess=ts of old socisties which would
have to underg» changes in aresc of opsretion as well es functions.
Anothor reason parhaps was the prejudice andcritertia of the >1d socicties
resisting the transformation. The same wes true in the cese of conversion
of the c¢griculturel production and seles societiss into M.P.C.S. The
transfHrmetion with rezerd to multi-purposz functions snd the different
areas of operation has posed compliceted problems which have not becn
satisfactorily resolv:d during the pest ten ysars. GCereful studv of #dach
casc should be undertaken in order to formulate workasble plens for re-
organization to the setisfectisn of membsrs concesrnad,
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Because of the convirsion,; many agriculturzl production and scles
societies Have beon splitted into multi-purposs co-operative societiss
located in one village or a group of villeges @ech with rostrictad ersa
of operation smaller than that before the split. One example mey be.
cited here and that is the Kadawz Kdrale Agricultural Production and
Sales Socisty, Ltd., which had served about 90 villages under the »ld
scheme. This socisty sventually wasdissolved and splitted into 16 inde-
pendent multi-purnose co-operativas after the introduction of the new
scheme in 1957. Consequently, besides ther> was 2 problem of the division
and distribution of the sssets of the old socisty, these small scile
multi-purpose co-~operative socisties also found thomsslves put in a difficult
position to function efficiently or to survive economicelly, The onlvy
way out could hesve to raturn. to a mergsr scheme workad osut on the basis
of branch depot approach as mentioned elsewhere in order to solve the
problem. Above all, one village one M.P.C.S. idea should not bz mrde a
general ruls. ‘

In a point of fact =11 co--Operative agricultursl productidon and
sales socisties in Ceylon have been and still sve multi-purpos> co-
operatives with emphesis »n hending the supply of production matoerisls
together with financing and merketing sctivities. 0Of those co-~operativ>
agricultural rroduction and sales societies which have been convert:d
since after 1957, the old functions largely have been maintained or

strengthened with perhaps certain sdditions of bu31ness sections, such
as consumer section, rural banklngq atc.

On.theiother,hand, if co-opsretive stores societies of credit
co~-operatives were converted into M.P.C.S5.5; then the procsss wauld go
for development of productisn functions such #s mentisned earlier.

As mentionsed earlier, with.regard to the conversion of co—operativeg»_
of the old types into multi-puroose ones, difficult problems oecourred in
many instances in the transfer of assets and liabilities the introduction
of varisus functions as well as the definition of arsa of operstion.. In
many cases thess seemed to havns bsen solved at present on "gg-g-mattor-of-
fact" principle elong the lines of gonvsnienca and expediency. Whether
that the solutions were agreecble and Tessonable has been a2 matter of
trial and error. In this connection, the co-operative officors in the
fiecld might have exer01sed some..gort of arbitrary powers in order to azffect
a more or less mutually ﬁcceptable solution, .

With divergent end different interests of tho people in certain
arcas, M.P.C.S. type of co-oparative organization may not be workable.
But with rural districts of homogenious intsrests snd more or less of
similer stages of social snd economic development, M.P.C.S. schome, given
efficient mancgement and optimum should be possible to work out sucessfullv
and happily to all concerned9 agpecially in the developlng countries
gize of operetlon. :

A case of a lsrge scals M.P.C.S. may be mentioned here, [t
refers to the Udapalatha Co-operztive Agriculturzl Production and
Sales Sociecty Ltd., — Badulla District — under the so-~called Link-up -
System. This society wes convarted ints a M.P.C.S. but retained its
" original name for good-will purpose es it wes revorted. This is another
form of incomplete transformation which would affeet the socizaty's legal
status and cause business complications. In any case, this particular
society operstes numerous business functions which are useful to the
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members and rural people. These functions are :

(1) Vegetable narketing,

(3) Retail Shops,

% (2) Transport service,
' (4) Curry Stuff grinding,

(5) Purchase of produce under the G.P.S.y
;. (6) Cigaratte Tobacco Curing,
(7) Rioce milling,

-

(8) Manure wholesaliﬁg and retailing,

(9) Railway out-station agency,

(10) Petroleum Agency, and

(11) Rural Bank and Agricultural Credit, etc.

Unfortunately, this society was reported to have suffered an
accunulated 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 1importance to the co-operative movement in Ceylon
today.

Successful M.P.C.S. unions located in strategic points of good
comnpunication 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
Ceylon, onc important aspect should be given special attention. This
refors to the development of co-operative organizations and activities
in the areas along the tanks or under the colonization schemes, where
favourably conditions are generally present for co-operative development. -
Specialty production areas, such ag horticultural products producing areas.
(The production of fruits, onions, plantains, chillies, potatoes, etc.
for markets), should also be treated as places favourabls to the healthy
development of useful co-operatives to serve the producers.

There is another p01nt which concerns itself with the management
aspect of the multl-purpose co-operatives and that is the non-uniformity.
of the financial year of the societies. Throughiut 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 Developmont Department for the whole movement and it
would be the best to conicide the financial year of all co-operatives
with the fiscal year of the Government for the benefit of admlnlstratlve
purposes.
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With regard to the problem of auditing it appears that most
societies could not have their books audited and obtein their auditor's
report in time to be presented to the Annual General Meeting of the
societies. Gererally long delays occurred because of the time needed for
the preparation of documents and stetements of accounts by the societies
end the time spent by the auditors in choecking and verifying these
documents. Perhaps it would 'be advisable here with reference to the
. auditing business that large scels multi-purpose 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 suditing by their unions.
This change of auditing procedure mey relieve the officers of the
Co-operative Department of performing this time consumlng joby so that
they could spend mors of their time superv151ng and &ssisting the business
operations and development of the co-operative movement within the arees
of their jurisdiction. Copies of auditing reports should be presented
timely to the general meetings of societies znd to the Co—operatlve
Development Department for- necessary 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 societiss, and also has offerscd Itinsrant
Book -~ Keepers Service to help societies keep proper and up-to-date
accounts in order to prevent malpractices and frauds in co-operative societ-
ies. Thig is a very useful service which could replace the auditing of
acecounts by the officsrs of the Co-operastive Development Department and
avoid unnecessary 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 auditinz of societies hed been done about 14 years behind the sche-
dule. This situstion should be corrected immediately. Generally, the
auditing of societies's accounts should be eompleted 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 gqualified zuditers
to do auditing for the members societies. For example, the Union of
Donuware Co-operative Stores and Multi-purpose Co-operative Societies:
at Pilimaetawala, Kandy hes got one accountant with 20 clerks working under
him., ~Or the unions should approach the Co-operatlve Federation of Ceylon
to provide this service in an efficient way. In any cese, as mentionasd
earlier, big societies and large scalc 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-opsrative Development
Department., The ideal practice would be for the unions to audit the books
of member-societies, and the Co-operatlve Federation of Ceylon to audit
the books of all unions in the country. Alternatively, large scale unions
could employ public ecoountants 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 renderlng ser1ces to Oo—operﬁt1v45 in the country.

Pinancial resources for M.P.C. S. are veried - from the People's
Bank under the Government Credit Expan91on Schoeme | and the Agricultursl
Development Program, ~the ‘Départment of Co-oneratlve Develonment the
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Department of Agrarian Services, ctc. The problem is how to co-ordinate
thesc facilitics 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 unifi»d co-opsrative financisl service should be
established for the country as a whole.

Another problem is the rate of interest charged to the members of
socicties on loans, For example, from the record obtesined with regerd to
Thirunelvely M.P.C.S. (Jaffne East), it is noted that the society has
granted loans to mombers totallingRs, 26,524.88 at 12% interest undor the
new Agriculturasl Credit Scheme for subsidiary crops such as petatoes,
chillies and unions. Whereas the society has paid interest on fixed
term deposits by members =t tho retes of one year to 1% yoears at 4%. 1%
years to 2 years at 5%, 2 ycers and atove at ¢% only. If this example is
a univorsal case for the wholé movement, a rc-adjustment of the margin
should be contemptated and ‘& gencral scale-down of ratos of intoercst on
loans to mombers sh)uld bo rocommonded

Multi-purpose Co—operatlves have baen app01nted as agents for the
operetion of the Crop Insurance Scheme. Tho societies with collaboration
of the Cultivation Committoos should: be able to operste this function
without much dlfflculty The Unions of Multi~purpose Co-operative Societics
should play a much stronger role in the 1mplomentﬁt10n of the scheme.

Somz M.P.C.5. and their unions have set up textile weaving
section or contre with handlooms and or electrically oporated mechanical
looms. This is & productive function collectively performed mostly by
females and providing omployment for augmenting; family income and technicel
training for rural industrial development. The sale of products through
the textile section or Consumer section has basen done by the internal
transfor of ﬁccounts. This is 2 useful development 5f the multi-purpose
co-operative activities, especially in a country which has to import most
of its toxtile guods to meet the local demand. Other lines of similar
nature could be developed, for instence, handiocrafts, metal work, kudoos
mzking, etc. Genorous assistancs should be given from the National Cor- .
porations or Government Departments concerned with the development of
these industries.

Minor 1rrlaet10n 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 socisties arc mostly beneficiaries of the irrigatisn 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 fee levy system to collect funds to meet the outlay of maintenance
glso should be considered.

Most of the M.P.C.S. Societies in the Badulla District which had
undor-taken labour contrect works suffered heavy losses from the operation
of the contracts mainly duc to the lack of knowledge of cost accountin
and budgeting as“FBII”EE“tochnlcal know-how. Some of thesé d§oCieties

eveﬁfuaIT§w316seH"36wn because 6 tHig commitment, A lesson must be
learnt from this experience, as it might be applied with equal truth to
M.P.C.S. in other districts. To bo roslistic, the society should only
act as the agent and let the member - partlclpents to work out their
distribution of income or loss by themselves as & group and party to the
contract. The society, on the other hand, could collect the commission
in due course but should certainly not be allowed to bear the risk- of

losses.
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It is noted that many M.P.C.S. and their unions have hendled riceo-
rationing for the members as well es non-ponbears, This kind of service
has been performed by M.P.C.S. as agents of the Government for ths con=
venience of the consumers, Liko the G.P.S. agperntion it is a kind of public
service functiosn 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 commigssion and other charges derived from
this service. This function should be considered as subsidiary, es the
rationing system might be withdrawn and time when the Government Changes
its policy. Societies substentislly depend upon the income support of this
service might well be considered as unheeslthy, and should be redressed
accordingly. '

Most of the well esteblished M.P.C.3, in existence to~dey were
formerly storass societies which were converted during the early years of
transformetion. These stores societies hed thrived due to ths practics of
the ration-svstem in the war perisd. This frct explains the reeson why so
maeny M.P.C.S. persiat sven now concentrsting their business. activities
in consumer stores section in the supply of daily necessities. The
abalition of the rationing system except rice of the past war period should
remind the societiaes to reconsider the formuletion of their busineds
policy in order to match the social and economic development trends of the
country and make their services and contributisn sven more indispensable
to their membors. '

Guaranteed Price Scheme may heve worked favourably to the interest
of peasants in their efforts to increass food production and therefore it
may have helped the implementation of the Government Policy under the
Agricultural 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 the operation of the Scheme. Since
the free market prices for the guaranteed-price comm>dities have been
subject to fluctuation, the income derived from the services of course
followed the trend without option. It hes besn quite common that when the
market price level for these commoditiss rises over and abtove that of
the guranteed price, there woruld have little or no transsction at all at
the societies as all the members would sell their produce at the free market
and collect higher returns. The inevitable consequence of this practice
would not only demage the society in the form of reduction of its income
but also incapacitate thsz socisties 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 bocause of cutting-off of theo income which
was used to be derived under the Scheme. It is therefore also advisable for
the planners of the co~operative developmeont programs to see that multi-
purpose.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.

Es an illustration; South Yalpanam M.P.C.S. Union, Ltd. at Kilin-
ochchi of South Jaffna had used to enjoy the benefit of Rs. 50,000 per
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 which have been appointed as direct agents.
Further, the cut in the ration rice from two measures per coupon per week
to one measurc resulted in the price of paddy shooting up highér in the
free markct than the guarateed price, thus depriving the societies and the
unions, from their normal volume of purchases to drastically redwced amount.
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According to Jaffna District co-operative statistics it olearly shows tho
wide margin of fluotuations on paddy purchases through the societies durin
the past yeers., This situation indicates that the financial position of
the societies concerned has beoen greatly affected.

Presently- as cnumerated earlicr the popular functisng of many
M.P.C.S. Have been as followss—

1) Consumer storcs,

2) Distribution of fertilizers and insecticides,

3) Purchase of paddy under the guarantced price scheme,
4) Contracts for lébour,

5) Granting of loans to members under the government agricultural
production programs and credit schemcs,

6) Tractor service,

7) Rationing and distributive agency of the government for rice
and other commoditics.

Generally speoaking, in coansidering the incorporation of business
functions of a M.P.C.S. three principles should be talken into accounts

1) The ceononic activities »f multi-purpose co-operatives should
be undertakeon only after fessibilitity studies are mades

2) The buqlnuss managment of multi-purpose co-operatives should
be grecatly improved in efficiency and in new approach t>
operational policiess

3) While government support of co-operative movement is unavoidabl;
nccessary for some time, the voluntary growth of independent
co-operative movement should not be overlocked,

Perhaps it would be o good idea now to draw up a model set of
By-laws defining the normal functions of M.P.C.S. and their unions, -
the principal fungulons ond subsidiary functions as well as an appropx¢@,w
accounting §yston and otuor working Tules. In any case, the M.P.C.S.
‘scheme” should not meke a 2o -operativé—a chezotic crganization or an
organization of convenience for those viola®ing the principles and practic:

of co-operation.

As a general practice in Ceylon the District Assistant Commissioners
of Co-operative Development, reponsible to the Commissioner of Co-operativa
Development, have considerable powers over whe pnlicy decision — making
and adminstrative operations of societies, including the approval of
appointment of certain officers who manned the soncictics. The exercise
of these powers is a rather delicate problem as it would affect the moralc
of the members,; the effective management ofthe sccieties as well as the
movement as a whole.,
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Many M.P.C.5. unions have included in their membership non-
mul ti-purpose co-operstives. This practice hos been a matter of convenience
but illogical and should not be encouraged. It is to be noted that the
Mahapalata Multi-purpose Co-operative Societies Union Ltd. at Bandarawele,
District of Badulla, has a memboership of 42 socicties, out of which seven
estate co-operative societies were not of multi-purpose in nature. This
union is in fact the central commerical organizstion of the srea, Its
membership composition is rather comple ~s other following establishmonts
were also attached to union as shown belows

(1) Authorized distributors holding trade licenses from the Food
Controlleresessavecsss 41,

(2) Estate establishmentSeescococesossl3B8

(3) Privete Traders who do not hold Trade Licenses (Thosc who
purchase only sugal and FloUTeeeeseos..180,)

Besides, there are wholesale depots, retsail points, etc. operated
by the union. At the time of the writer's visit this union was under the
management of Govornment Officiszls appointed by the Minister of Food and
Co~operatives, as it was found out that the union had besn badly mismanaged.
In the same area there is another union by the name of Udukinda Multipurpose
Co-operative Societies Union Ltd. at Welismada which has been operating
its business under the similar pattern of orgenigation and managenent.

This particular Union claimed that it has mzintained the Rochdale
Principles in respect of the distribution of surplus as dividends.
Ro information was given as to how the surplus was distributed:-

According to the data supplied by the Inspector-Officer in charge,
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 T72,075.04

Totals RS177,799.01.

The naturc and the methods of the distribution was not
disclnsed and thercofore no comment is possible. But this is the only
M.P.C.S. union which has mentioned this matter of surplus distribution.

This same union has been paying considerable sum under the
scholarship scheme. (up to 1967 Rs 30,000) to the members of member-
societies whose children hsve been gdmitted to universities. 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. The Kandy M.P.C.S. union Ltd. Has embraced so
many non-co-operative organization its fold. There is no wonder that its
business turnover reached a point of over Rg 11 millions annually.
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The South Yalpanam M.P.C.S5. Union, Ltd. at Killinochchi has also
on its membership record 30 multipurpose societies with one agricultural
production and sales society affiliated to it, while one M.P,C.S. in its
area of opcration, th-t is Korakankatu M.P.C.S. has not become o member
of this union.

The Batticaloa Multipurpose Cn-Operative Union Ltd. has its
membership consisting of the followingi-

1. Multipurpose Co-operative Societics . 24
2. Go-operative Stores Socicties 16
3. Schoyol supply socistiss 2
4, Ch-nperative Agricultural Production

and Sales Socicties 3

Total 45

So we sce that Membership of M.P.,C.S5. union are not at all necaessary
M.P.C.S. This pr—~~ctice makes the situatin confused. General speseking,
~oricultural production and sales societies cover greater grea of
operation than those covered by M.P.C.S. and a split usuaelly occurred
when conversion was in progress. Stores co-operative societies union al-
do not always correspond in area of o eretion as M.P.C.S. unions and a
split would occur after counversion. In thc caso of Valigamam West
Multipurpose Co-opertive Societies Union, Ltd., the areca of operation
was smaller than that of the former Stores Societies Union, when -the
latter was splitted into two unions after conversion. Out of 37 -membor-—
secictics of tho Valigomonm West Multipurpnse.Co-osperative .Sacieties . -
Union Ltd. Twenty thros societies were M.P.C.S. and fourteen stores
societies. Reorgsnizatim of the fourteen societies should be encoursged,

“

Another cxample iu also to be taken from the district of Jaffna,
wherc membership of M.P.C.S. unions generally includes socleties other
than primary M.P.C.S. For instance, the Valigame Eagt M.P.C.S. Union,
Ltd., at Neervely had 46 member-societies distributed as follows:-

M.P.C.S. 23
Stores Socicties 20
School Co-operatives 2
Bakery

\

This is rather unusual and the same applics t> Valigama West
M.P.C.S. Union as mentioned above. Their historical background had
the origin of Stores Societies Unions and the conversion did not succeced
in transforming all the former member-societies into M.P.C.S., and
therefore the new union had to retain them as stores societies under
the old pattern. In fact the concept of M.P.C.S. scheme has not been
strictly observed.
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Still another oxample, that im Jaffna M.P.C.S. Union Ltd,, whioch
is one of the largest unions in the Northern area of Ceylon. This union
was formerly a Stores Societies Union whioh was converted into & M.P.C.S.
Unlon, although it only catered for the needs of consumers and served the
same purpose as it had done before the vonversion.

Out of a total mvyd&™ of membership - societios of this Union
only fourteen were M.P.C.S. with twenty five co-operative stores Societies
and one Hospital Welfars Society. While non-member organizations having
business transactions with the Union numbered 84. Conwversion has not
been carried out systematically or logically., Many M.P.C.S. Union are
in faet unions or federations of various types of societies or business
concerns in the area, and have lost their true nature as co-oporative
orgenizations. Of oourse it is not reasonable to expect that the union
of co-operative organizations should serve non-co-operative private
traders who are competitors of co-operative socleties. Although these
transactions might heve benefited the union in the form of inecrease in
volume of business $urnover of the union, this practice will certainly
damage the morale of the co-operative supporters and encourage outside
traders of the movement to onjoy all the benefits derivable from the
union wishout sharing any risk of its businegs, Ways and meang should
be found #o stop this practice, in order to preserve the zeal of co-
operators and the real meaning of co-operative principle and practides,

If the situation goes on like that without certain degree of
proper control then i% would serve to show that the good intention of
M.P.C.S. movement is lost.

Again, the policy of a society to participate as a member of
many unions has been practiced by some M,P.C.S. For ex.mple, the Pallai
M.P.C.S. Ltd, has participated as = member of the following uniont-

1) South Yalpanam M,P.C.S. Union, - sharse - holding - Rs 100,04

2) Pallai M.P.C.S. Union « shato - holding - Rsl1251.45

3) Northen District Agricultural Production and sales
Co~operative Union - sharse - holding - Rs 100,02

4) Pallai Stores Union - share - holding - Rg 10Q,02

This multi-participation may invelve complicated problems which
would hinder the healthy development of the M.P:C.S. movement. It is
therefore suggested that a thorough study should be underiaken by the
A4.C.C.,D. in charge to makc 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 launching business development projects. (ko examplo
could be cited with rogard to the establishmont of the Kalundai Saltoern
by the Valigaman West Multi-purposc Co-operation Union, Ltd. Thls
project involved large capital outlay with the result that the union
suffered considerable loms for the year, 1967. Salt production, in
fact, has been in the hands of the National Salt Gorpomation. The
Union might be in a better position to engage iimself in the wholesale
distribution of this daily essontial consumer good and act as agent of
the Corporation. It is suggested that the Saltern should be handed over
to the National Salt Corporation and the Uniopn repays the debt 1ncu§red.
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Labour Contract undertaken by M.P.C.S. and thoir unions shoulw
not be tecken as a norman branch of business, but it may be treated as
a temporary agrcoment mede out on behalf of a group of members of the
society. It should be regarded as an independent activity of those
concerned t> be concluded or dissolved once the particular contract
work is completed, and prafit or loss accounted for distribution in
proportiomr t5 the amount >f wages received by member-—perticipenta of
the camtrected work.

In Ceylon to-day secondery and tertiary co~operative orgenizatic:
should be greatly strengthoned snd be given thoe responsibility of le-don
ship to matocl: the demend o>f the development. Strongerlink should also
be established within the co-operative movement itself and between
super-structural and infrastructural institutions and facilities which
are related to the develnpment of co-operatives and rural economy.

The policies and administrative procedures adopted by the Pcople's Banik
and the C.W.E. should be perisdically reviewed so that adjustments
could be made to meet the changing situation and circumstances.

It was alleged that C.W.E. has weakened the zurzl multi-purpos:
societies in & number of ways. The most damnging effect was in the car
where the C.W.E. opened retail dcpots to compcte with stores departmens
2f M.P.C.S., even though the C.W.E. was unable {0 mcet the demand for
goods of these societies. The stores of co-operative societies wore
left in an unhappy state of having to procure their requirements frou
a competitor. This practice of establishing a chain of retail stores
under the C.W.E. label has undoubtedly 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 movoment in
this country. C.W.E. has boen set up as a public corposration which vas
meant to perform service functions for co-operatives as wholesale
supplicr of commodities. It has been originally assigned a status as
an apex cl-operative institation. For various reascus this C.W.E. has
expanded its activities beyond the co-operative circle and has performed
wholesale functions rendering services to private traders. The rehaul’.y
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 Ceylon has been formed more in the
nature of a co-operativs uninn of the English concept then as a type of
business concern of the C.W.S. Howevor, this Federastion has alrcady gorc
into certain wholesale and manufacturing activities, but the scope is
still limited. Perhaps with the reorganizetion of C.W.E., the Federation
may participate morc actively in ths fields of co-operative wholesale
distribution, marketing and processing as well as manufacturing busircss
functions while still rotaining its original functions as a contral or~
for co-opcrative cducation, publication and publicity.

In cortoin districts, politicians or members of the Parliament
have strong influence in the co-operative movement., Some societics
have M.Ps. as their leading figures in menagement. This is porticularly
true in the districts of Batticoloa Polonnaruws, snd Annarahapura. The>e
are instances whore the community leaders, who have played an import.nt -
in the promotion of the co-operative movement and social welfare work;
have been elected to the Parliament because of their com .ending prestig:
and imege on the gcncral public and electorate, How far this practice
should go is a matter of concern.
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When we turn to investigatc the internal management of the
multi-purpose co-operatives we find that, the attendsnces of general méotings
and committce meetings of many societies have been rrther discouraging,

Some multi-purpose co-operatives hasve h-d the scme mronagement committes

in service for many yeors without reorgenization, dus to the failurs »f =2
gquorum in guecezsive genersl meetings. Lack »f lezdarship, member—edueation
and loyalty of members may be the main czuses, On tops of these, therc

may be over-dependence on the bureaucratic control of the administration,

and the lack of approciation of the usefulness of the existence of societies.,
Thore is a possibility of changing this attitude and atmosphere by merging
weak and small societies into bigger and more active multi-~purpose co-
>peratives, providing better services ond more facilities to the members

as woll as lsunching 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 indepondent societiss. Above all, improvement of management of

the internal as well as extornal business activities of the multi-purpose
co-operatives in Ceylon is the most urgent task facing the movement to-doy.

Though the employees of co-operastive societies and their secondary
and tertiary organizations cannot be properly classified as co-operators, 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 lcyalty
of the management. It is therefore importent for co-operative development
that the movement should obtain the services of devoted and capable
employeces., In this attempt co~operative organizatisns would hove to
compete with the public and private sectors. The only wezy the movement cHuld
be assured of obtaining suitable persons is by offering weges and working
conditions which would compare favourably with the other sectors %o be
conplemented by the co-operative in-service training with a view to up-
grading their skills and inculcating on them with the co-operctive ideals.
In this respect, it should be noted that the low and un-unified wage
gcales paid to co-operative employees and the low percentage of trained
employecs in Ceylon today clearly manifest the primary draw~backs for co-
operative deveclopment., There is a strong case advoacating the formulation
and implementation of a unified scheme »f wage scales for the employees of
co-operative organizations., The differences »f existing wage scales in
difforent societies and differercont areas have been s> wide that incvitably
would affect the integrity and morele of the employees as well as the
labour turnover of the societies. The unified scheme could be made with
reforence to the cost of living and the general level of wege stendards
of different regions of the country. Consideration should be given to
the size of business operations of the socicties concerned,end the duties
and responsibilities o»f different categories of employees as well as their
qualifications and experiences. Also, security of employment and reasine-
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 end
relevant departments of the government to be choired by the Commissioner
of Co-operative Development. Periodical review of the existing scales
would be neccssary in order to adapt to changing conditions of the country.
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In this connection perhaps it is appropriate %o mentinn one
particular case which has to do with the benefit scheme operated by tho
Bathmedilla Colony M.P.C.S. for its employeces,

The Bathemedilla Colony M.P.C.S. employees are contributors to
the Provident Fund under the Employees Providsent Fund Act of 1958,
The contributisn mede up of 4% of the wages by the employees ond 6% from
the employer. Undoubtedly, this is a good practice which should be adoptod
universelly by the co-operative movement,

Also, employees of this perticulsr snciety hove been given oppor-
tunity for training in co-operative schools. This is a good encoHuragement,
It is therefore suggested that co-operative employecs should by rotation
be given opportunity to acquire the bzsic knowlaedge »>f co-operation and
management skills through a formal treining in the co=odperative schydls in
srder to creat a team of devoted co-operative workers in charge »f the
nanagement and organigation >f the movement,

The practice »f the employee cash property security deposit
system may jeopasrdize the capable employees who jrin the co-osperative
service, For instance, as in the case of Keralaibattu M.P.C.S. Union in
Batticalna, & general manager with a monthly salary o»f Rs. 350/- has boon
obliged t> deposit as cash security of Rs.2,000/~ with this Union ond Rs.
8,000/ - in property for the assistent menager carrying Rs.205/ - monthily
salary. This practice may cause hardship o many capnble prospectivz emp-
loyees. Perhaps personal bondage may be the substitute o»f this proscnt
system or at least be the supplementary b nd so that the amount of cash
or property security could be greatly reduced or abolished. In env casc;
since the amo>unt »f the security depHsit could n>t be big en>ugh in pro-
portion to the responsibilities >f the employees concerned and the risk
involved, the consequence »>f fraud still would damege the soycieties. Thore
have been cases wherc responsible employees got away with considerable
amounts of money or assets >f the socisties and disapperred withHut tracce.
It is evident that this practice shiuld bs re—adjusted »r substituted by
other means which wruld work more effectively toward this goal,

The practice of the menzgers »f s»ycieties to employ theilr own
salesmen is bad and should be abslishad when proper psrsoinnel menagement
schemc is egtablished.

It is clear that the improvemcnt »f the business management >f tho
societies is the care of the problem which should be given serious con-
siderationin order to raise the standard »f efficiency and integrity of tho
business operations of co-operatives. This relates to the reduction of
losses through leakages >f stocks and osther properties of societics as
well., Also the improvement of menagement efficiency end control is of
paramount importance when we 1ook into the ratios of gross profit to nct
profit o>f meny societies and find that the management expenditure has
been out of all its proportions. This is dofinitely a sign of bad
management and budgeting.

T> repeat >nce agein, management problem of co-operative
organizations of 211 levels are the most serious metters confrinting
the movement to-day in Ceylon. Co-operatives are business concerns, thoeir
success or failure would largely depend upon effective apolication of
gsound organization and management principles end practices. It is
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therefore strongly recommended that larger scale »f training programs should
be adopted for the purposec of producing more capable and qualified
persa>nnel to join the movement as professionals.

The co=operative development in Ceylon has reached & stoge whore
co-aperative administrative officers of the Department should be given
opportunity for further training in order to enable them to cope with
the comploxity and techniques of co-operative business development of
modern times. Refreshing treining on technical know=-how and up-grading
of academic standards of co-operative personnel are vital elements concorn-
ing the efficient supervision and administration of the co-operative
movement. More university graduates of agriculture, economics and commerce
should be recruited into the co-operative services. Co-operative socictics
should also be enconuraged to eomploy graduates with working conditions
and remunerations comparable to those practiced in public and privatc ssctors
For the potential development of the movement as a whole this measure should
be regarded as one of the most imwortant steps towsrd the re-vitsligation
of the co-operative performance of Ceylon to~day.

Insurance policy taken by certain socizties on property, even cesh
currently kent in hand, is a good practice and shonuld be encouraged., For
example, the Ambagzhapelesson 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
transactiong were involved in the society. Another example is S»uth
Yalpanam M.P.C.S. Union, Ltd., Kilinochechi, which has made out z very
comprehensive insurance scheme with Ceylon Insurance Corporation on the
property >f 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 earlier net surplus of M.,P.C,S. diffoerent sections
as well as the society as a whole c¢ould not be properly distributed as
dividends for lack of adequate methods., No workable plen has been
formulated for the distribution >f dividends t> members. Therefore, the
problem of patronage refund in accordance with the principles of Rochdale
system has encountered its difficulties in multi~purpose co-operstive
societies, Many societies heve ~nnucl surplus to be turned osver t> the
reserve fund of the sociaty, because of the fact thet there hes been m»
set rule for the distribution »f this surplus to the members »r member-
societies proportional to their businsss transactiims with the societies
or unions, The departmental »r sectional aocounts heve to be properly
kept and overhecad expenses hrve to be reasonably bormeby the various
sectianj/dOpartments before any accurate estimate »f surplus to each dep-
artment/section »f business operstinns o>f societies could be ascertained.
No solution >f dividend refund is poyssible without a detailed system of
book-keeping and accounting being set up for the co-operatives. The other
way out perhaps would be to transfer any surplus to the reserve account and
create more accumuylated social capital and meke the societics and their
unions financially stronger to cope with their business expansion activities.
A&t the same time a reasonable scale-down of prices charged to the members
or member-socicties might be contemplated so that the favourable social
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and economic offect due to the existence »f the co-operatives in aTreas

of aperation coruld be evident to the people within and without the
movement. This influence »f course would meske the co-operative development
more popular and better received by all., In =2ny case the problem of pat-
ronage refund should be clearly studied and solved in time.
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The Government of Ceylon has been giving financial assistance to
the M,P.C.S. through the following departments:-—

(1) Land Commissioner,

(2) Department of Fisheries,

(3) Department of Eural Development and small Industries,
(4) Department of Agrarian Services,

(5) Department of Co-oporative Development,

(6) Department >f Labour,

Begides, People's Bank and Provincial Co-operative Banks -
statutory or co-operative bodies have contributed increasingly greater
share of loans t» co-operatives. It is, therefore, imperative that
better co-ordinated and unified schemes of financial assistance should
be contemplated now in order t> consolidate the efforts in the realization
of common sbjects for the development of a sound rural credit system for
co-operatives,

The policy »f the peonlets Bank was to zet up Rural Banks 1o
be attached to M.P.C.S. or their unions under the People's Bank's
supervision and control. Whether this dual management. system could
work out satisfactorily is still a matter »f concern, The netural outcome
of this practice would mean that those M.P.C.S. or unions possessing
Rural Banks would have no need to have separate cmedit sections operated
side by side with the ruwal banks. Whichever system would be more suitable
to f£fit into the multipurpose 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.

The Extended Scheme of Rural Credit ns launched in 1966 has heon
implemented with vigour. This supplementery credit facility to persants
is good, but streamlining of operation in conjunction with othaer credit
facilities available to the farmers and co-operatives should be strongly
stressed. Since 1957 the Department of fAgrarian Service has handled ag-
ricultural credit as one of its functions. This duplicztirn of functions
of the People's Bank should bs avoided. Too much complication and
overlapping would jeoperdize the situation. 4 system of "supervised
credit" or "linking-up operetion’” should be introduced under this Scheme
as on effective measure of ocombining agricultaral extension with financing
through thée channol of co-oporative.

It eppcars that the finencial support from the People's Bank in
the form of fixing the maximum Credit Limit for the societies and theoir
unions has been found for many societies to be adequate for specific
purposes as assigmed to them, The problem is the detailed periaeds of
relessing the leans to the individu=zl members in accordance with the
schedule of ferming practices. Loanm issued under the extended Agricul-
tural Crodit Scheme worked on = complicated basis of listing different
stoges of disbursement, such as ploughing, weeding, seed supply, trans-
plantingthreshing, fertilizer supply, transporting, etc. The prrctice of
this systematic distribution of lorns at different intervals, no matter
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how scientific it mey seem to be, may not be effectively applicable in the
business of ferming, Cultivation periods and practices in different arcos
may be 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 farmors should be more flexible and realistic in
order to meet the immediate need of the borrowers concerned. Again, undcr
Extended Agricultural Credit Scheme, the loans issued were not only based
on the progress of work performed by the borrower at sach interval pericd,
but also were limited to Rs, 220 per acrc and thrce zcres per farm, that
is Rs. 660 per member-borrower for the cultivation of paddy in this case.
This amount in some cases was found to be incdequate to meet the expenditurc,
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
80, especially those smzller and weaker M.P.C.S. Since the M.C.L. 1s set
just for agricultural production loans made under the Expanded Agricultural
Credit Scheme alone, it has not been able to reflecet the total financial
needs of the peasant-members as well as the co-operatives themselves.
Generally speaking, most unions and M.P.C.S. arc 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 their
financial support from outside sources., On the other hand, there were
societies, for one reason or another, had not drawn on their 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-operctives of
overdrafts certainly helps to tide over any financial difficulties of
these socicties,

In order to regularize the funetions of the credit section of the
M.P.CoSs., 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 ol1
kinds of loan sctivities. The credit section of M,P.C.S. should function
properly as s 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 Benk or other Departments of Government which have been
offering loang to the societies., Thig situation should be remedied promptly.
The launching of savings scheme by some of the M.P.C.S. is a good practice
which would nurture thrift habits of the members and promote better internal
finaneing 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, snd 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 measure to regulate the financial functions of the co-
operativea., 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 =zssistence t> the comoperative mrvement in Ceylorn in the
form »f credit has been generous. But it must be cccrpted that government
supzrvision and control has also baen in meony instances ovsr done >r unduly
administered. Such practice hes result~d in en unduse dewendsnce of g-mo
socisties 5sn government >fficials for initiating development vproszrrms.
Lt als> would curtail the co-oporative spirit end educstinal benefit that
the members will generslly derive by managing their own organigzstions.

It wos steted in the I.B.i1.D. Mission's reprrt, "The Ec-nomic
Develsrpment >f Ceylon" (1952) that, "The growth »f co-oporatives is not
held back by lack .f funds, Loans from Provimciel Banks could provide
additional amdunts as required. If thesg institutions exhesust their immo-
diat investible funds,they con borrow from the Coentral Cor-operative Fedcral
Benk in Colombe,." This statement does not imply that whotever loens igmund
to the membors of soci:-ties could have met their real needs in syporitune timz
and amo>unt, Moreovor, there is no evidenco to show that most effcctive
use hos becen appli:d to the funds mede availeble to the peasants. It is
therefore imperative that agricultural extensi»n services should vwrk
clonsely with the leonding instituti-ns which channella loans through the
co-operatives.

One explanation for csidsrable amount of dafault of loans out-
standing by members of co-oporastives was stated t> be the unrnalistic 1-nd-
ing policy of th» co-operetives. It is difficult to expect the peasants
1t pay up certain loans on a short term besis vwhen they are »utlays which
can only be recovered sver a much longer perind, Default might also occur
when co=-operctives do n»t finance certain vary importent nin-production
necds of the peasant, thereby forcing him t> borrow from non~co-oporative
credit source, with tho rosult that the commitments ontziled in such borrov-
ing might virtually incapacitats him from meeting his debts t>» th: co-soer—
atives,

It is als> true that peasant-farmers r-guire cash for nurchasing
consumption essenticls 28 well as vroductisn reguisites in order tu tide
themselves over during the productisn veriod. They often do not prssess
ready cash to snable them to »ry £or the services »r commodities so
obtained. Unless th» members of the co-oper-tives coruld borrow sufficiont
amount of loans from their »wn Hrganizetisn, otherwise they would heve to
depend upon the mercy of the middlemen, the shopkecpers or the money
lenders. It is to be hoped that the rursl bank or the credit sectin of
the M.P.C.S. could be in o position t» provide a continuousflow of credit
to the needy peasants M.P.C.3. should be fully equipped, strengthened ond
prepered to counter ch.llenge the combined 111 effects hithertofore inflict-
ed uvon the peasants by the monsy lendars, shopkeepers and ths middlsmen in
rural areas. It is therefyre tha dutv »f the government depariments as woll
as statutory institutions concerned with rursl rohabilitatio-n and recHn-
struction to look for the effective ways and moans of supporting all lovels
of the M.P...S. organizations and thedir activities.

It was reported that the present lending rates »f interest to
co-operatives in Ceylon have been s> low that the Government has carried
a large element of subsidy in this account., Genereslly, the rates t» the
farmer have been 4 to 5 percent. The Department >f Agrerian Services heas
provided funds to co-operatives at a 2% rate whereas the Government itself
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has borrowed =t rates of 3 to 44%. These rates of interest charged o the
farmor have been low compared with rates »f over 12% t> 18% on the bulk of
existing rural debts. The problem here lies in the productivity »>f the
factors of production including the offective utillization »f the croedit
facilities made available t» the farmers by the public authorities.

Agricultural extension service, cor-operatives development administrat-
ion and financing institutions should work closely together for the sound
develonment of the rural economy of the country. In sther words, co-dnerat-
ive organizationg should be fully employed as agents for extensim and
financing services. Through these voluntery co-operstive organizstions,
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 policics,

In early april, 1968 the then Agricultural Minister M.D. Bande stress-—
od the need t5 educated farmers in mndern methods of cultivation when he
opened the F.,A.0. sponsored Agricultural Education Workship in Ganmovuwa,

He said that, "our farmers have shownmuch enthusiasm since the food drive oo
under way. It was necessary to> maintein this enthusiasm. Agriculturezl
officers could help a great deal by ofiering the farmers advice and by irying
to solve their practical problems." Again, he noted that, "there is n» chorice
in the matter. We must modernize our methods of production end push shead,

If this is so, then much of the rosponsibility 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 advances can filter down to the
farmer is through the agricultural field officers.'" What the Minister and
other officers under him had missed was that they never visuslized the
importance of institutional approach of the farmer's problens through their
own co-nperative organizetisns. The multi-purpose co-nperatives in the
villages should be the proper channel for this kind of extension work., It

is a matter of regret that so many field officers sre so ignorant of this
crucial fact.

Mul ti=~purpose co-operztives should play a strong role in the
implementation of the Government's Agricultursl Development Proposals,
1965-70. This service could be strengthened greatly with the collaboration
and support of the village cultivation committees, egricultural extensioin
officers, frod producti>n overseers as well as the officers of the Prople's
Bank., Village production plan shhuld be formulated with the advised and
support of the above meniioned officers and committees znd a system of
supervised credit should be esteblished through the functioning of the rural
banks or credit section of the M«P.C.S. and their unions. Government depart-
ments and other guperstructural organizations such zs the Asrerian Service
Department, Agriculture Department, Co-operative Development Depsrtment,
People's Bank, C.W.E. etc. should 211 formulate their resmnactive work
schedules with thorough mutual understanding and collaborstion, es they arc
all involved in the implementation and realizetion of the above-mentisnad
Government Proposals. Unless effective linking-up nrocesses could b= wirked
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, auricultursl si-
tonsionand financizl assistance the so called three-fold fundamentals of rural
development should go hend in hand with»>ut a hitech so that the goal of bstter

B}
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Taraicot, bettor muwsintos cod hotter Liviag T tho oecsants eould Lo nohiievad.



- 253 -

The Colonization scheme, as operated in Badulla, (Bathmedilla
Colony), has benefited from the M.P.C.S. for rendering various kinds of
services required for bettsr farming and better business., But they still
have their problems, According to the plan, each Colonist family wes ziven
about two acres of highland and four acres of paddy land and & house, =11
free from the Government. After five yesars of occupation in the settlement,
he is liable to pay for a nominal annuzl rental »f Rs. 60 per lot to the
Government Agent and Rs. 20 for irrigation water supply. The lend so
cultivated is allowed to be given to two song instead »f -ne, with the result
thet fragmentation would be inevitable, Under the Colonization Schems, n>i
all the colonists came from the same arca. One colonist seid during our
interview, that when he moved in this Colonvy he had a family of sevnn
members. Now, less than a generation, he had got sevonteen members in his
family to support. This shows the nature of the long term problem »f
vopulation pressure., With only six acres of land, there is no other Hutlet
for extra labour emnloyment in the area. What it is to be done he
apparcntly did not know.

The solutinn of course would lie in the setting up of more chlonies
if land is available and the promd>tion of industries and other labour
outlets or train the younger generation for other jobs outside the colonies.

It seems to the writer that neither the Government nor the colon-
ists have preparad to meet this situation of under-emplsayment, disgaised
unenployment or fragmentation of all-iments under hereditary customs.

The subject on colonigation scheme in Ceylon and its relation to
mul ti-purpose co-operative development Hes been studied by auth-irities.,
An U.N.D,P./F.A,O. survey team recently carried out a brief study of previnus
cnlonies oneof which was started thirty years szo. The report seid that
generally yields of crops in those colonies surveyed were below national
sverage, improved seeds and insecticides were used by only half of the farmers
and improved psddy production practices by only a quarter. No particular
system of crop rotation had been adopted and there was avery low standard of
animal husbandry. Most of the settlers earned less than US$400 a year and
two third of them were in debt. They lecked the assistance of vetsrinary,
education and health services. (Res CERES — The F.A.0. Review, vol. 1.
No. 4. July ~ August, 1968, P, 50.)

This study hag shown the need of colonies for a ereat deal of
planning, improved extension services and capital investment. It is hoped
that co-operative development along the lines of M.P.C.S. scheme could
have much t» sontribute 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, fertilizsrs,
pesticides in such a way that they can buy them when they nsed them. In
collaboration with the extension officers, the co-operative officers should
make use of the M.P.C.S. as agency for ¢olonizatisn development., Pilot
farms and experimental centres should ba established with the collaboration
of the village cultivation committees.
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In Ceylon speciel attention should be neid to the development of
M.P.C.5s in the conlonization settlements and in arses around the tanks.
These could be the most favourable and promising distiricts where agricultursl
development should be undertakcen and supervised by the government with
great effort. Areas producing agricultural specialties for commerciszl
purposes, such as horticultural products, should also be strongholds for
mul ti-purposs co-nperative developmant., With better irrigation facilitivs,
better seeds and more fertilizers provided, processing and marketing
functions »f the M.P.C.3., would flourish in these sreas. It is therefore
suggested that intensive efforts and assistance should be directed towerds
the development of the rural economy of these areas.,

District co-operative unions have been orgsnized in mapy distircts,
some of them also have performed good services, especially in the fields of
education and propoganda. Their relationship with the primeary and secondary
societies in their respective arsas as well aa with the apex Co-onerative
Federation of Ceylon should be strengthened so that more co-ordinated and
constructive national campaigns on the various aspects of the devalopment of
co-operative movement could be carried out with concerted action snd policy.

Some »f the district co-operstive unions have contributed much in
organizing courses or seminars or study groups for members and co-operative
employees. But much mors could be done if given more finsncial and man-
power upport. The Co-operative Fedorstinn 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 Jaffmm Streamlining
the system of co-operative education and propaganda and publicity would lead
a long wey towards the rehzbilitetion and reconstruction of the movement in
all levels and fields., A Co-overstive College of higher level of co-omnerat-
ive education should be established inclose co-operation with the college
of agriculture and the univarsities.

It is to b2 noted that the Schosl of Agriculture in its in-service
training program has ignorad to orgenize full courses dealing with the
principles and practice of co~operation, rural sociology snd community
development., It is suggested that closer collaboration and better co-
ordination should be brought to the notice of ths organizers and plenners of
the programs in both schyols of sgriculture and co-operation so thet
students of co-opsrative desvelopment and asgricultural extemsion could
understand the nature and contents of each other's work after leaving their
schools. It would be good to have en integrated training centre for staff
members of the Co-operative Develommsnt Department, People's Bank and
Department of Agrarian Services as well as Department of Agriculture, etc.

It should be noted that the intimete collsboration of these officors
in the field is vital to the success of rural development through co-
operative organizations with effective agricultural extension and credit
services. The faculties nf agriculturs, arts end commarce should also
be advised to incorporate courses of co-opzsration and relested subjects in
their curricula. Judged by the present stege of development of the co-
operative movement in Cevlon, there is great need of recruiting more
graduates to man the bigger socicties #nd unions so that capable officers
with broader nutlook 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 bs encouraged to attract
more gradustes wh» have been well trazinad in these fields of rural socisl
and eceonomic work. The inflow of brains to the rural srees will be a good
investment in national develspment.

It should be rzmembered that among the factors which have been
responsible for weskening the rural sector of the economy has been the urban
oriented educational system. It is essentizl to implement educntional
reform in order to create an enviroument conducive to the rehabilition of
the countryside,

It is quite right for the planners »>f agricultural development to
state that, "Co~operative organizations bear the credentiels of the most
dynamic agency capable of mobilizing the enthusiasm and willing co-opsration
of the penpls for the necessary natinrnal development efforts." (Rs.
Lgricultural Plen of 1958, Ceylon), Another writer in an article published
recently in the F.A.0. Land Reform Journal also mentioned that "Co-opsrativas
are increasingly regrnrded by Governments in developing countries =as cgentis
of technical progress and as instruments of economic and socirl devalopment
especinrlly at the villege level.“ ‘

Againg, when we refer to the ebove-mentioned Agricultural Plan,
there appears the stetement: "It is intended that multi-purpose societies
will institutionelize all ruresl credit, plan and exscute a scheme of
agricultural desvelopment, undertake minor irrigation projects and construct~
ional works in the village, organize agricultural marketing and distributive
trade, promote industries, provide public utilities, ensure full emplayment
and in other ways in order t» mrke the villege o closcly knit economic
organization for the purpose of establishing complets economic democracy at
the village level." The ides implied in this essignment seems to be extreme-
ly impressive. It would be a real and long losting success to rural
development if the multi-purpose co-operstive scheme could achieve its
objects and live up to> the expectations of the planners and administrators
of the seid Agricultural Plan.

After several years of performance, evidence show that there is still
a long way to go towards the realigation of the objects of. the Schema.
In his 1962-3 Annual Administrative Repnrt, the former Co-operative
Commissioner stated that, "It is to> be observed that one of the most
significant aspects in which the multi~purpose movement has failed to come
up to expectations is its failure to be completely multi-purpose.™ It
also failed in the progress »f the multi-purpose society in embracing all
aspects of the Vvillage socinl and economic life in its business operations.
Incrtia to transformztion of many old types of societies hes been strong
and the management in many cases hes been far from satisfactory and efficiont.
All these together work to the detriment »f the usefulness and real meaning
of the M,P.C.S5. Scheme,

In the same Administrative Report there appeared further comments on
the causes of failure of certain M,P.C.S. ;t "One of the main reessons why
the multi-purpose socisties have not progéeded to embrrce 2ll aspects of
village 1ife is a lack of support they recsive from the secondary level
orgenizations, viz, the multi-purpose co-operative unions for their tesk.
The undue attachment that these secondary level orgenizations still have
towards consumer activities has prevented them from performing their correct
role in economic and co-operative development activities. It is necesscry
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that multi-purpose co--operative unions speedily branch out into veried
activities to perform different functions required by the primery multi-
purpose societies in their areas of operation if the co-operative movement
in Ceylon is to make an impact on the task of national development."

50 we sece 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 orgenizations
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 necessery facilities and
essistance, there is no likelihood thet the pros=2nt situation could be
imppoved. It is, therefore, a vicious circle reflocting that the supor-
structural establishments also hed failed to eppreciate the significant
role of the co-operative movement in rural development. In many ceses
contrary to general nractice these orgenizations have baen giving dircct
assistance to villasors 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 respinsible
to the task of implementing rural reconstruction programs, to support tho
co-operative efforts. In fact the lack of development of tertiary co-
operative organizations has also been onc of the weaknesses in the healthy
development of the multi-purpose co-operstive movement in Ceylon.

Within the movement itself there are shortcomings existing in
Ceylon as so elsewhere, such as, the inadequacy of member psrticipstion,
lack of cepabls and dedicated leadership and inefficiency of management
and organization set-up as well as little stress on the building-un of
the movement's own funds, etc., Nevertheless, it is evident that the multi-
purpose co-operative pattern of development has made its headway in the
field of rural development in Coylon, As nearly threc out of every four
citizens of this country live in rural areas, the effective functioning of
the M.P.C.S5, scheme certainly could have impact on the rchebilitation of
the rural life and economy of the country,.

It is high time for all concerned tn acknowledge the fact that
though the multi-purposs movement has failed in many respects, it must
be mrde to succead in the interest of the rural development., It is also
necessary to note that co-operative efforts et the village level should
be effoectively supported from above by powerful secondary and tertiary
organizations as well ss government departments and statutory bodies.




