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study on the Consumer Co-operatives in the Asia-Pacific

Background and Introduction

1. An ad-hoc committee was constituted by the ICA Committee on Consumer Co-
operation for Asia and the Pacific (hereinafter ICA-AP Consumer Committee) in its
43"i meeting held in Pune, India in December 2009. The Ad-hoc Committee was com-
posed of Mr. Virendra Singh as the Chairman [Chairman of National Co-operative
Consumers’ Federation of India Ltd. (NCCF, India)], a representative each from Japa-
nese Consumers’ Co-operative Union (JCCU, Japan) and NTUC Fairprice Co-operative
Ltd. (Singapore) as members. The objectives of the Ad-hoc Committee were to collect
information on the working of the consumer co-operatives in the Asia-Pacific region
and prepare a status paper on the same for further study and action where needed.

2. In the next meeting of the ICA-AP Consumer Committee held at Beijing on 2" Sep-
tember 2010, the terms of references and countries for the proposed study were identi-
fied as follows:

Main terms of reference/contents of study

Structure & administrative set-up
N Membership details

Governing laws

Nature of activity

Volume of business

Problem areas/constraints

Possible solutions to problems and work programme for future.
N Govt, policy/support to the Cons. Co-ops. etc

Countries Selected

1 India 8. Myanmar
2. Indonesia 9. Philippines
3. lIran 10. Singapore
4. Japan 11. Sri Lanka
5. Korea 12. Thailand

6. Kuwait 13. Vietnam

7. Malaysia

(Study on Kuwait was subsequently kept pending)
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3. The purpose of the study was™

To use the inputs of successful countries to improve the working of the societies
where they would need assistance.

To prepare suitable plan of action including short-term and long-term work pro-
gramme for the consumer co-ops in different countries.

4. In the first meeting of the Ad-hoc committee held in Beijing on 2" September 2010 it
was decided that™

Mr. T.T. Adhikari ex-Managing Director NCCF, (India) and presently with the
Delhi State Consumers Co-operative Federation Ltd, (India) will be the data ana-
lyst/editor for this assignment and he alongwith Ms. Kanako Miyazawa, Secretary
of the ICA-AP Consumer Committee will conduct the studies and prepare the re-
ports.

The collected data needed to be studied to analyse the present state of consumer co-
operatives.

To breakdown the consumer co-operatives in Asia to some categories.

To analyse the strength and weaknesses of the consumer co-operatives

To make practical proposals to the committee for further development of consumer
co-operatives in Asia.

5. In the 2nd meeting of the ad-hoc committee held at HCM city, Vietnam on the Sep-
tember 2011 modalities of the study and preparation of reports were discussed and
finalised.

6. The reports have been compiled based on the-spot-study visits, collection of data, infor-
mation provided by the apex bodies of consumer cooperatives in the respective coun-
tries/co-operative organizations, annual reports, information available from the pub-
lished materials and web-sites.

We are grateful to the concerned federations, societies and other co-operative organiza-
tions in different countries for their cooperation, assistance and support which were
useful in compiling these reports.

7. This is rather a voluminous work undertaken within a limited period of time. We hope
the compiled information will provide useful inputs for taking corrective steps where
necessary and making future work programme for the consumer co-operatives in dif-
ferent countries.

Virendra Singh Haruyoshi Amano
Chairman Chairman

Adhoc Committee and Vice-Chairman ICA Committee on
ICA Committee on Consumer Cooperation Consumer Cooperation

for Asia and the Pacific for Asia and the Pacific
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because it was made by the collective efforts of the ICA-AP Con-
sumer Committee members. It covers 12 countries namely, India,
Indonesia, lIran, Japan, Korea, Malaysia, Myanmar, Philippines,
Singapore, Sri Lanka, Thailand and Vietnam. To this success, |
would like to share my sincere appreciation with readers to the
efforts of the Ad-hoc Committee members who conducted study on
their own and visualized their actual status and activities as the
Committee member organizations. | should not omit my thanks especially to Mr. Haruyo-
shi Amano the Chairperson of the ICA-AP Consumer Committee for their supports and
leadership paid to this study project; and to Mr. T.T. Adhikari and Ms. Kanako Miyazawa
for their diligent jobs taken in the survey, compilation, editing and in printing.

According to the ICA Global 300 Report (2010), the total revenue of consumer cooperatives
included in the list was summed as US$354 billion, which shares 21.7% of the total reve-
nue of the Global 300 co-operatives. This figure itself reveals that consumer sector is an
imperative part of global cooperative movement alongside with cooperatives in other sec-
tors of economy like agriculture, fisheries, forestry and credit-banking cooperatives.

It has been self-evident in the region’s history that the crucial roles and contribution of
consumer cooperatives have been vital in the Region. They have supported and secured
largely the livelihoods of billions of people while safeguarding the sustainability of their
own communities. The Region now holds approximately 4.2 billion people, a 60% of the
world's current human population, and the population was nearly quadrupled during the
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Message

I am very proud to present the report on The Present Status of Con-
sumer Co-operatives in Asia-Pacific Region in this commemorative In-
ternational year of Cooperatives.

The ICA Committee on Consumer Cooperation for Asia and the Pacific
decided to conduct this study at its 43" meeting of the Committee,
held in Pune, India, in 2009. An Ad-hoc Committee was formed to
dedicate in the study.

It was our first challenge to make a comprehensive study of our mem-

ber organizations. The study was targeted to the Committee member
organizations, and on-the-spot studies were carried on in Iran, Indonesia, Malaysia, Myan-
mar, Singapore, Sri Lanka, Thailand and Vietnam, in addition to the gathering of the in-
formation from annual reports and Web sites.

I believe that with the compilation of this report, we have fulfilled our objectives of the
study which is to visualize the actual situation of the Committee members.

Our next step will be to analyze and take necessary actions to meet the needs of our mem-
bers to achieve our final goal that is to establish consumer cooperation and promote con-
sumer based cooperatives where the members are the owners, users and administrators of
cooperatives.

Haruyoshi Amano

Chairman

ICA Committee on Consumer Cooperation
for Asia and the Pacific






National Co-operative Consumers’ Federation of India Ltd.

Message

It gives me much pleasure to present this compilation of
comprehensive reports on the working of consumer cooperatives in 12
select countries in the Asia-Pacific region based on the study
conducted by the team of ad-hoc committee constituted by the ICA
committee on consumer cooperation-AP in the meeting held on the 2™
September 2010 at Beijing.

2. The reports contain details of the structure and administrativ
set-up, memberships, governing laws, nature of activity, volume of business, strength
and constraints etc: in the operation/working of the consumer cooperatives.

3. I am sure, analysis of collected information/data will be very useful in bringing in
improvement in the working of the consumer cooperatives where needed, especially in
our country, for formulating short-term and long-term work programme.

4. | feel that there is a scope and usefulness to remain associated with such functions
and related activities like organizing seminars/conferences and conducting training
programme for the functionaries of the consumer co-ops in the region, for which the ICA
committee on consumer co-operation may continue to provide support and assistance.

5. During deliberations on international year of co-operatives, it is accepted that co-op
model is viable and sustainable economic model. Co-operatives are part of solution to
world's economic and financial crisis. | strongly support the views of the Minister for
Agriculture and Co-operation of India that unless the cooperatives develop their internal
strength in the form of professional management, enlightened and active membership,
inspiring leadership and innovative vision, it will be difficult for co-operatives to protect
and maintain their identity.

6. Lastly, I place on record my sincere thanks and appreciation for the efforts made by
ex-Managing Director of NCCF, New Delhi Mr. T.T. Adhikari and Secretary of ICA
committee on consumer co-operation-AP, Ms. Kanako Miyazawa for collection of
information, compilation, editing and publication of these very informative reports.

Dated Virendra Singh
New Delhi Chairman
Their"0ct2012 Ad-hoc Committee of ICA

Committee on Consumer Cooperation -AP

ffyPT cFRIta : cjtmcfl (grticff itRm ) 92, N AeN-110019
I1.LO. : Dcipiili (S'Tloor),")2, Nilini I’hicc, Dclhi-l IO(tl")
Tel. : 011-26432778, Fax :011-26470998. Website www nccf-india com
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India

Highlights of Consumer Co-ops

8.4 milUon individual members
A net-work of more than 22,000 primary

consumer societies

1. Co-operative movement in India

Background

The co- operatlve movement in

t j- mi. L
The first set

of Co-operative Societies Act

was enacted in 1904. The
thrust of co-operative move-
ment is mainly on agrlculture
credit andl ot er allied actm®
ties. The fn ian co-operative
legislation is focused more in
safeguarding the interest of

farmers.

Management of Co-
operative Movement in India

The National Co-operative
Consumers Federation of India
Ltd (NCCF) is governed under
the Multi-State Co-operative
Societies Act, administered
through the Central Registrar
of Co-operative Societies ap-
pointed by the Government of
India. There are individual
State Co-operative Societies

Acts in each of the states in
India. In each state there is a
Registrar of Co-operative So-
cieties to oversee the function-
ing of the societies. The man-
agement of the societies vests
in elected representatives of
the members (with govern-
ment nominees in case where
there is government share con-
tribution) with fixed terms of 3
to 5 years. The representatives
of primary retail societies are
represented in the wholesale
societies, which send their rep-
resentatives to the State Fed-
erations. The representatives
of both wholesale societies and
State Federations which com-
prise the membership in the
National Federation, consti-
tute the board of management
of the national apex body i.e.,
NCCF along with institutional
nominees and those from the
Government of India.



2. Outline of consumer co-ops

2.1 Structure of Consumer Co-ops in India

The consumer co-operatives have a four-tier
structure in India.

There is a national level Federation which
is the National Co-operative Consumers
Federation of India Ltd (NCCF).

29 state level Federations coordinate the
functions and activities in the respective
states.

They are supported by wholesale/central
societies at the district level.

The primary co-operative societies with
membership of individuals undertake the
retail trade.

The following is the structure and volume of business of consumer co-operatives in India

General body meeting of NCCF

as per the available information, which requires to be updated.

No. Particulars

Primary Societies
Wholesale Societies
State Federations

NCCF

O A W N

Membership:
Individuals
Institutional

6  Sales (Rs./billion) (estimated)
mRetail (Primary & W/S Societies) :
- Wholesale
1. State Federations
2. NCCF

7 Economic Viability
- Primary Societies in profit
- Wholesale Societies in profit
- State Federations in profit

Numbers
22,241
612
29
1

8,405,000
23,000

16

13
15

8051 - 36%
256 - 32%
13- 45%



2.2 About the NCCF

NCCF was established in 1965 as the apex
body of consumer co-operative societies in
the country, registered under the Multi-
State Co-operative Societies Act.

With its head office in Delhi, NCCF
operates through a network of 32 Branches
located in different parts of the country.

The authorized share capital of NCCF is Rs.
500 million and paid-up capital is Rs.
126.12 million (as on 31.03.2011).

141 primary or wholesale societies. State

PROFITABILITY POSITION

OUPST NwW

01~ 02:03 03-04 04~ Q5~_06-07 07~ OMft QCrtO,

YEAR

consumers co-operative federations and
National level organizations besides the
Government of India are members of NCCF.

The business turnover of NCCF had been
over Rs. 14 billion in different commodity

groups during the vyear 2010-11. The
present activities of NCCF include bulk
institutional supply of goods, import of

pulses on behalf of states for distribution
under the Public Distribution System
(PDS), export of onion as a government
agency, apart from civil construction and
infrastructure development activities, etc.

mGross Income

O Net Profit

Actual & Projected working results of NCCF

(Figures in Rupees million)

2010-11 2011-12 2012-13

Actuals (Projected)
Sales 14,645 18,000 20,000
Gross Profit 348 350 416
Expenses 232 250 278
Net Profit 116 100 138

1USS$-'INR 53 Approx.

cein

Textile
4%



NCCF cont'd.

Officials from JCCU and ICA-AP at NCCF Hgs.

Presentation of NCCF’s dividend cheque to the Hon’ble Minister for Consumer Affairs,
Food and Public Distribution, Government of India



Outline of consumer coops

2.3 National policy on Co-operatives

The present national policy of the Govern-
ment of India on co-operatives envisages
the following:

Recognizes the co-operatives as a dis-
tinct economic sector and an integral
component of the socio-economic system
of the country and an effective and po-
tential instrument of socio-economic
development.

Recognizes the role of the Government
in ensuring that the benefits of liberali-
zation and globalization in the emerg-
ing economic environment are extended
to the co-operatives in equal measure
through suitable fiscal policies and
pledges to provide support and protec-
tion to the co-operative movement
through suitably designed investment
programmes with a view to providing
the co-operatives a level playing field
vis-a-vis other competing enterprises
especially in the field of agro-processing
and marketing;

2.4 Global Scenario vis-a-vis Consumer Co-
operatives in India

Over the years, the global economic outlook
particularly in the areas of international
trade and industrialization has changed.
The main drivers and observed areas are:

1. The rapid worldwide development of
global village concept and organized
food retail sector.

2. The growth, concentration and con-
sumption promises of mega city devel-
opment for bulk retail.

3. The cheaper and easier dissemination
of knowledge about production and con-
sumption pattern.

4. The change of lifestyles directed at con-

Recognizes the need to provide prefer-
ential treatment, as far as, possible, to
the co-operatives engaged in areas such
as credit, labour, consumer, services,
housing, development of wunder-
privileged people, women and develop-
ment of emerging areas as well as sec-
tors requiring people’s participation es-
pecially in rural areas.

venience products, freshness, for the
new generation.

5. Consumer preferences demanding
traceability and high quality standards.

6. The rise of ethical food supply chains.

The liberalization of economy and Govern-
ment policy of withdrawal of subsidy as
well as financial assistance to the consumer
co-operatives have slowed down progress of
consumer co-operatives in India.

Nevertheless, the presence of consumer co-
operatives all over the country is still quite
substantial.

The Indian along with the Asian Societies
have undergone tremendous change with a
new generation coming up having new out-
look in the changed economic status.



Representative Co-operative Societies

The opening up of the economy has helped a
lot in bringing about the change in the liv-
ing standards and purchasing habits of the
people.

The consumer co-operatives in the country

over the period have also

changes to some extent.

undergone

Its usefulness has been felt by the consum-
ers belonging to the lower/middle income
groups, at least in some areas.

Representative Co-operative Societies

A sample study on the working of consumer
co-ops. in some of the states revealed the
following:

Maharashtra

A number of societies like Supari Baug
Madhyavarti Sahakari Grahak Sangh
(Super Bazar), Apna Bazar, Raigarh Bazar,
Warna Bazar, Bharti Bazar, Sriram Bazar

Apna Bazar, Mumbai

West Bengal

CONFED (West Bengal State Consumers
Cooperative Federation Ltd) feels that nec-
essary infrastructure should be created for
the co-operative sector for bulk procure-
ment, storage and distribution of consumer
goods besides modernization of the man-
agement of retail units selling consumer
goods.

Calcutta Wholesale Consumers Cooperative
Society runs a chain of retail outlets named
as “Samabaika”. However, due to various

and Sahkar Bazar are running their re-
spective network of retail chains for sale of
consumer goods.

There is a vast network of consumer co-
operatives in the state. However, due to
lack of vertical integration and mutual co-
operation among the different tiers of co-
operatives, they are not able to work satis-
factorily and achieve the desired results.

Super Bazar, Mumbai

factors like lack of working capital, absence
of any modernization programme, non-
availability of trained and professionally
qualified staff, their working is far from
satisfactory.



Representative Co-operative Societies

Delhi

The Super Bazaar - once the largest net-
work of consumer stores in Delhi could not
function effectively because of bad manage-
ment and other factors. The Central Gov-
ernment Employees Consumers Coopera-
tive Society (Kendriya Bhandar) - the other
existing network depends mostly on Gov-
ernment institutional supplies for their eco-
nomic viability. They have, however, a
large network of consumer stores all over
Delhi.

Out of their 132 consumer stores, 87 are
located in Delhi. The annual sales turnover
of Kendriya Bhandar is Rs. 4.61 billion
(2010-11). The Delhi Wholesale Consumers
Cooperative Society run by the Government
of Delhi also has a network of retail stores.
They, however depend largely on liquor
sales for their existence. The management
of this society feels that verification of
status of their member societies is a major
issue, which needs to be done urgently.

NCCF Retail Store, New Delhi

The Delhi State Consumers Co-operative
Federation Ltd, established a few years
back handles sale of items like wheat flour,
rice, pulses of different varieties and such
other goods through the network of its af-
filiated units with tie up arrangement with
NCCF. It also undertakes bulk supplies of
pulses to the Defence establishment and
office use items to the Government Depart-
ments as is done by such other co-operative
societies.

Around 80 small and middle-sized func-
tional primary societies are mainly engaged
in running ration shops and selling im-
ported goods for their survival. These socie-
ties are not willing to undertake collective
centralized purchases and utilize the ser-
vices of federal society for the purpose, re-
sulting in competitions among themselves.
Active engagement of members in running
these retail stores is minimal. These are,
therefore, just shops and cannot be treated
as co-operative institutions in a true sense.

Democratic Control and Management

Eminent Co-operators at the General Body Meet-
ing of Delhi State Consumers Federation, 2011



Representative Co-operative Societies

Delhi cont'd.

Delhi Wholesale Consumers Co-op Store, New Delhi

Swastik Consumer Co-op Store, New Delhi

Rajasthan

Rajasthan State Consumers Cooperative Fed-
eration Ltd (CONFED) is the state level apex
institution in the state functioning with the
basic objective of promoting the commercial
activities of its member co-operatives and re-
tailing of consumer goods.

The total share capital of CONFED is Rs.

Kendriya Bhandar, New Delhi

Sudhar Sabha Consumer Co-op Store, New Delhi

31.44 million with the state Government's
share of Rs. 28.98 million.

Retailing of consumer goods is undertaken
under the name of ‘UPHAAR’ Stores. There
are 363 such stores in the state and around
100 more are proposed to be opened.
CONFED runs 80 chemist shops for the bene-
fit of consumers.



Representative Co-operative Societies

Rajasthan cont’'d.

To promote the brand name, augment turn-
over and make available good quality spices
at reasonable rates, CONFED has an an-
nual calendar for holding Spice Fairs at the

gs it

BwW,W, ™
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Kerala

The Kerala State Co-operative Consumers
Federation Ltd was established in 1965
with the primary objective of making bulk
procurement of consumer goods for supply
to its affiliated and other co-operative socie-
ties. Gradually, the Federation diversified
its business activities. The Federation now
runs 151 retail units for sale of consumer
goods under the brand of “Triveni”. The
Federation introduced a State Government
sponsored scheme as “Neethi Scheme” for
distribution of selected items of consumer
goods at reasonable prices, especially in ru-
ral areas which is implemented through
network of around 1000 selected primary
agricultural credit societies in all districts
of Kerala. The Federation also sells medi-

divisional headquarters in the State. Good
guality wheat is also sold to consumers at
attractive prices during April-June, every
year.

T PTEP, StwdHIr

cines at prices much lower than the printed
maximum retail prices under the “Neethi
Medical Scheme” which benefits common
people. The Federation also manufactures
and supplies exercise note books under the
brand name of Triveni for the benefit of
student community.

The Federation achieved a sales turnover of
Rs. 10.38 billion and earned a net profit of
Rs. 152 million during the year 2009-10.



Outlook of India retail market

Kerala cont'd.

Distribution of essential consumer goods
under the public distribution system in the
state is handled by the Kerala State Civil
Supplies Corporation - a State Government
Company.

The corporation runs over 1300 retail out-
lets under the name of “Maveli Stores” for
the sale of various types of consumer goods
at reasonable/subsidized rates all over the
state, which have become very popular.

Outlook of India retail market

Retail Trade of Consumer Goods in India

The volume of current retail sale of con-
sumer goods in India is estimated at $ 500
billion per annum. The retail consumer
goods industry comprises of 7 million small
stores, 4 million of which are in rural areas.

Estimated 92% of the retail trade in India
is undertaken by the small stores, leaving
the rest 8% of the retail trade for the organ-
ized/corporate sector.

The rural market accounts for an estimated
annual sale of $ 350 billion in respect of the
consumer goods in the country.

From the organized and corporate sector,
established industrial houses in India have
set-up large sized retail outlets in various
cities in India, whose combined present vol-

10

A floating consumer store

ume of retail sales is about $ 40 billion per
annum.

More than 400 large sized shopping malls
having around 200 million sq. ft. of shop-
ping area have come up in various metro
cities in India. About 700 such malls are
expected to come up in the next five years
to take up retailing of branded consumer
goods both from the established interna-
tional market and domestic trade.

Various large sized industrial houses in
India have made investment of around
$ 500 million in creating infrastructure for
retail trade in India.

The consumer co-operative societies have to
find a place for themselves in the market
for their share in this.



Problems and Future Visions

4. Problems and Future visions

4.1 Overall Assessment and the Present

Status

As per available information, out of 29 State
Federations, 16 are either defunct or non-
existent now.

About 68% of the Wholesale Societies and
64% of the Primary/Retail Societies are also
either defunct/nonexistent or running in huge
operational losses.

4.2 Problems and Difficulties

Consumer co-operatives received a good deal
of support from the Government in the past
through various Government sponsored
schemes which have been withdrawn now, as
a part of Government policy on open and free
economy.

The 4-tier structure of co-operatives has not
been functioning satisfactorily for the follow-
ing main reasons ®

1. There is no centralized procurement ar-
rangement in respect of major consumer
goods to meet the expectations of the so-
cieties in the lower tier.

In the absence of synchronized and inte-
grated structure, these societies in fact
have been competing with each other in
the same line of trading activity.

Most of the state level societies and
wholesale stores have become ineffective.
The mark-up of 8-10 percent of the retail
stores are not sufficient to cover the ad-
ministrative and selling expenses of the
societies.

All these have practically depleted organic
linkages among the member organizations
making the entire structure almost defunct.

Apart from weaknesses and shortcomings in-

11

Existence of a large number of dormant socie-
ties would create hindrances in planning and
preparing meaningful revival packages for
the consumer co-operatives.

Detailed studies have to be made to ascertain
the present status and working of consumer
co-operatives in each state in India and pre-
pare plan of action for the respective states.

dicated above, the major factors responsible
for present state of affairs are :

1. Problems of access to finance for expan-
sion, absence of long term planning and
lack of professionalism.

No concerted effort to bring in newer
practices for furthering growth of the con-
sumer co-operative societies.

The co-operatives have not been able to
meet the requirement for quality goods,
efficient handling/management, clean en-
vironment and after-sales services as per
the concept of modern retail manage-
ment.

The whole sector is plagued with the prob-
lems of lack o f:

1. Vertical linkage with other national and
state federations, wholesale and other co-
operative societies and members;

2. Synergy among the member societies and
with other national and state level co-
operative bodies!

3. Government support in promoting con-

sumer co-operative movement including
extending preferential treatment and de-
velop it to act as an instrument in inter-
vening the market; and capital, land/
space for expansion and trained person-
nel in the sector.



Problems and

Problems and difficulties cont’d.

Poor management is another dark side of con-
sumer co-operatives.

Consumer Co-operatives could not attract
professional managers.

It has become more difficult for the consumer
co-operatives in the country to sustain their
survival in the present scenario of stiff com-

4.3 Observations and Recommendations by
the Working Group Constituted by the
Government - 2010

Main Observations

Consumer co-operatives were given an impor-
tant role in the country, during the post-
independence period for safeguarding the in-
terest of consumers.

It was observed that during the time of scar-
city, the private trade had frequently failed to
render the required services to the consuming
public by adopting straight forward business
practice.

On the other hand, there have been tenden-
cies to take undue advantage of such condi-
tions to exploit the consumers by way of
hoarding, black-marketing, adulteration and
charging higher prices. Under this situation,
the consumer co-operatives were found to be
the only answer to protect the interests of
consumers in the country at large.

Consumer co-operative societies handle dis-
tribution of a wide range of essential commo-
dities such as food-grains, pulses, edible oil,
tea, sugar, salt, textiles, toiletries and cos-
metics, books and stationery, drugs and
medicines, household goods and general mer-
chandise items etc.

Some of the societies and the State level Fed-
erations are also undertaking processing/

Future Visions

12

petition from the private retailers entering
into the distribution trade, in the absence of
financial and other support of the Central/
State Governments which was being received
earlier.

The consumer co-operatives in the country,
therefore, have to face the challenges of the
big players who have huge resources.

manufacturing activities like processing of
pulses and spices, manufacturing of exercise
note books, edible oil etc. in a limited way to
meet the requirement of the local societies/
consumers.

The consumer co-operative societies were en-
visaged as an instrument for implementing
State policies in areas such as public distri-
bution, market intervention and price sup-
port operations for agricultural commodities.
The role of co-operatives has acquired a new
dimension in the changing scenario of global-
ization and liberalization of the national
economy.

With the current liberalized economic policy
of the Government of India and moderniza-
tion of the distribution/ retailing network,
most of the state level societies and wholesale
stores have reportedly become unviable.
Apart from becoming full-fledged Govern-
ment suppliers, the National and State Fed-
erations and other co-operative societies, are
competing with each other today.

The organized retailers in the metros and ur-
ban centres virtually pushed the consumer
co-operative sector to become totally uneco-
nomical and noncompetitive. In this back-
ground, the consumer co-operative sector is
going to face stiff competition from private
trade, particularly the manufacturers of con-
sumer goods who are in the private sector.
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Revitalization Plan

The summary of recommendations given in
the Revitalization Plan prepared by the
NCCF on the suggestions of the Working
Group include creation of a strong infrastruc-
ture by constructing warehouses, cold stor-
ages, processing units for pulses, spices etc.,
setting up of large sized retail outlets, pro-
curement of selected agricultural commodi-
ties on a large scale, besides the following:

NCCF being the apex body should estab-
lish direct linkage with the producers/
manufacturers of consumer goods.

The Government may engage NCCF and
other consumer co-operatives as major
conduits for procurement of reasonable
guantity agricultural commodities (food-
grains/pulses) under various schemes.

Distribution of consumer goods imported
by other Govt, agencies should be en-
trusted to NCCF for sale at reasonable
prices for the benefit of consumers.

Consumer  Co-operatives guided by
NCCF should maintain the supply line of
essential consumer goods.

NCCF should have adequate storage fa-
cility at strategic locations, for which
warehouses and cold storages should be
established.

NCCF should open department stores at
select locations in different places of the
country.

NCCF should be associated for running
of various Govt, welfare schemes.

Distribution of goods under the Public
Distribution System (PDS) should be en-
trusted to the NCCF and consumer co-
operative societies on preferential basis
with reasonable margin.

NCCF should set up agro processing
units at select places.

NCCF to have the process of knowledge
dissemination and collection of market
intelligence.

Future Visions
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NCCF should operate a scheme for distri-
bution of selected consumer goods with
Government assistance.

Retailing of medicines in Government
hospitals and other places.

Members to be encouraged to contribute
to the share capital.

Small-sized societies should merge to-
gether to ensure sustainability.

NCCF should established vertical linkage
with member societies.

Retail societies should establish campus
co-operatives.

NCCF to:

adopt best trading practices.
prepare a workable business plan.

develop own products and brand names
for the consumer co-operatives.

Important Suggestions and Recommenda-
tions from the Working Group

Connecting producers to consumers without
long chain of intermediaries is a challenge
which could be best met by the consumer
movement in co-operative sector and there-
fore the role of NCCF in this regard is quite
important. The establishment of integrated
value chains from small scale producers to
the large cross section of consumers could be
a significant step in this direction.

There is a need for providing financial sup-
port to the NCCF by the government to de-
velop the infrastructure at different levels to
ensure distribution of essential consumer
goods at affordable prices.

The food security has been a major concern
in India since independence. India achieved
self-sufficiency in food-grains in the 1970's
and has sustained it thereafter. But the
achievement of food security at the national
level did not percolate down to households
and the level of chronic food insecurity is still

high.
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Suggestions and Recommendations cont'd.

The Government of India has been imple-
menting a wide range of nutrition interven-
tion programmes for achieving food security
at the household and individual levels.

The Public Distribution System (PDS) sup-
plies food items, such as food-grains and
sugar, at administered prices through fair
price shops.

There have been a range of food-for-work
and other wage and employment pro-
grammes. Another approach adopted by the
government is to target women and children
directly. This includes mid-day meal pro-
gramme for school going children and sup-
plementary nutrition programme for chil-
dren and women.

To strengthen the proposed food security
scheme, the available infrastructure of
NCCF should be entrusted with procure-
ment, storage and distribution of consumers
goods of daily use at affordable price
throughout the country, besides, utilizing
these for implementation of other Govern-
ment sponsored schemes to the extent possi-
ble.

The NCCF should act as an aggregator in
the market for procurement of pulses and
other agricultural commodities, arrange for
their storage, processing, grading, packaging

4.4 Future Prospects and Impact of Govern-
ment Regulations

The Indian consumer co-operatives have to
take urgent and important steps like adop-
tion of modern management techniques, pro-
fessionalization and capital formation etc., to
keep pace with the changing economic sce-
nario and to survive the challenges from the
private sector enterprise in the retail trade.

Future Visions
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and distribution throughout the year in the
interest of the farmers of the country.

The available infrastructure of NCCF should
be utilized for procurement, storage and dis-
tribution of consumer goods of daily use at
affordable prices throughout the country, be-
sides utilizing these for implementation of
other Government sponsored schemes to the
extent possible.

The other steps such as internal control
measures, training of staff, professional
management and development of relations
with member co-operatives are also useful
for the NCCF in addition to:

Making available cereals and pulses in
semi-processed or processed form from
farmers’ fields to the consumers’ houses
through integrated chains.

Creating an end-to-end value chain for
procurement of oil seeds, their small or
large scale processing and distribution
up to the consumer end.

The Working Group felt that NCCF should
develop commercial relations with its mem-
ber societies of different status and assist
them in working out proper business work
programme directing at taking up responsi-
bilities for distribution of consumer goods
and implementation of various welfare
schemes of the Government in association
with the NCCF.

On the brighter side, the consumer move-
ment in India received a big boost with the
enactment of Consumer Protection Act aim-
ing at protecting the rights of the consumers
and redressal of their grievances quickly
through the user-friendly consumer courts.

Through other Government enactments like
Weights and Measures Act etc., it has been
made compulsory for the manufacturers of
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Problems and Future Visions

Promotion of
consumer
awareness

products to provide full product information of the
packaged goods to the consumers.

There are also various measures on quality con-
trol and against deceptive advertisements etc., in
place.

However, the consumers themselves have to be
self-cautious and aware to establish themselves
as market force individually and through the in-
frastructure of consumer co-operatives, to have a
meaningful existence in the competitive market in
the modern economic scenario —indeed a lot of
hard work and a long way to go.

In a rather difficult situation the consumer co-
operatives have to accept the challenging assign-
ment of giving a new direction to themselves for
their survival and to create a place in the con-
sumer market.

sound and sustainable infrastructure of

4.5 Summary of Action Plan and Suggestions

N

NCCF as the national apex body has to
establish direct linkage with the produc-
ers/manufacturers of consumer goods.

Consumer co-operatives led by NCCF
should maintain the supply line of essen-
tial consumer goods.

NCCF should have adequate storage fa-
cility at strategic locations, for which
warehouses and cold storages should be
established to be utilized by the con-
sumer co-operatives.

To open large sized retail units in select
locations in different places of the coun-
try to project/showcase the image of con-
sumer co-operatives, besides making
available a large selection of consumer
goods.

To establish vertical linkage with mem-
ber organizations to facilitate exchange
of views with the member co-operatives
on various aspects of management in mu-
tual interest and for development of a

15

consumer co-operatives in all states.

NCCF should set up agro-processing
units at select locations.

NCCF to have the process of knowledge
dissemination and collection of market
intelligence to be shared by other con-
sumer co-operatives.

To prepare a workable business plan for
each state after conducting detailed
study of the working of the consumer co-
operatives. The study in respect of the
state level federations may be conducted
by the NCCF and their short-term and
long-term business work programme may
also be prepared by the NCCF in consul-
tation with the state authorities. The
study within the state may be under-
taken by the Registrar, Co-operative So-
cieties in association with the state fed-
erations.

NCCF should develop its own products

and brand names in the consumer co-
operative sector.
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Summary of Action Plan cont’'d.

4.6

NCCF should organise training pro-
grammes for employees and officers of
the consumer co-operatives, which should
be a regular process.

The Government may engage NCCF and
other consumer co-operatives as major
conduits for procurement of reasonable
quantity of agricultural commodities
(food grains/pulses) under various
schemes.

Distribution of consumer goods imported
by other govt, agencies should be en-
trusted to the consumer co-operatives for
sale at reasonable prices through the net-
work of consumer co-operatives for the
benefit of consumers.

NCCF and other consumer co-operatives
should be associated for providing supply
support to various Government welfare
schemes, like the mid-day meal scheme
for school children.

Expected of Action Plans/

Suggestions

Impacts

A strong and viable co-operative sector,
capable of undertaking socio-economic
activity through infrastructure develop-
ment in the form of creating storage
space, processing units particularly for
agro based products, setting up large-
sized retail outlets and procurement of
items of mass consumption such as food-
grains and pulses for sale at reasonable

16

Distribution of goods under public distri-
bution system should be entrusted to the
consumer co-operatives on preferential
basis with reasonable margin for them.

Small sized societies should merge to-
gether to ensure sustainability.

The present status of members of socie-
ties at all level (apex, wholesale and pri-
mary societies) both institutional and in-
dividuals needs be verified to eliminate
the defunct and non-existent ones.

The existing structure of the societies
needs be modified to maintain only two
types of societies - the apex body and the
retail societies in the states to avoid mul-
tiplicity of the societies.

Co-operatives should adopt best trade
practices.

rates and to maintain the supply line.

Disciplined approach with diversified
business activities.

Dedicated supply line for essential com-
modities.

Available infrastructure for crisis man-
agement in case of need.

Positioning the consumer co-operatives
as instrument in market intervention for
price stabilization.
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5. Basic information on India

INDIA
T > Hmu State and UnioD Tcarritories

LEGCMD
State SoundwT

MatoMi Coital
State AUT CcDital

For illustration purpose only

Name ~Republic of India

Capital . New Delhi

Largest city : Mumbai

Government : Federal Parliamentary Constitutional
Republic

Area : 3,287,260 km2

Population : 1,210,193,422 [2011 census]

GDP (PPP) : US$4,457 trillion [2011 estimate]

Currency : Indian Rupee (INR)
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1. Co-operative movement in Indonesia

According to the data of the Min-
istry Qf Co-operatives and Small

. and’ Medium I:Ihtérpris.es (31st’

December 2011), there were
188,181 co-operatives with
30,849,913 members and a share
capital contribution of
35,794,284 million Indonesian
Rupiah (IDR) in Indonesia. The
turnover of co-operatives was

95,062,402 million IDR.

Credit co-operatives are most
active in Indonesia, just as fea-
tured in most of other Asian
countries. Producers’, insurance,
institutional, housing, workers’,
distribution, market traders,
women, youth, banking and
health co-operatives also take
part in Indonesian co-operative
movement.

Indonesian Co-operative move-
ment started at the end of the
19th century. The co-operative
idea was introduced by Mr. R.
Aria Wiraatmadja in Puwokerto,
Central Java.

The first co-operative was a
credit co-operative, which was
similar to Raiffeisen credit co-
operative model. It was founded
by the vice regent of Purwokerto
to help citizens to escape from
the trap of money lenders.

A genuine people’'s co-operative
movement started early in the
20th century, with the establish-
ment of housing co-operatives.
The movement expanded and
textile traders established their
co-operatives.

After the independence of Indo-
nesia, co-operatives held their
first Congress in 1947. At the
congress, the participants de-
clared to form the Central Or-
ganization of the Indonesian
People’'s Co-operative (SOKRI).
SOKRI was the first national
organization of Indonesian co-
operatives, and later changed its
name to Dewan Kpoerasi Indo-
nesia (DEKOPIN Indonesian
Co-operative Council).



Indonesian Co-operative Movement

Co-operative movement in Indonesia (contd.)

The role of DEKPIN is to make and execute
strategic plans concerning advocacy, business
development, human resource development,
communication and domestic and international
cooperation of co-operatives.

The co-operatives in Indonesia have a three-tier
structure as follows:

1) Secondary co-operatives that have mem-
bers in all provinces or more than one prov-
ince are qualified to become DEKOPIN
members.

2) Primary co-operatives and/or secondary co-
operatives having members in one province
or more than one municipality register to
DEKOPINWIL (Provincial Co-operative
Council).

3) Co-operatives having members in one mu-
nicipality or district become members of

2. Outline of consumer co-ops

The co-operatives in Indonesia are under the
Ministry of Co-operatives and Small and Me-
dium Enterprises. They are governed by the Co
-operative Law. The government’s role is to co-
ordinate the regulation for co-operatives, facili-
tate their business and support the registration
of co-operatives.

Unfortunately, it is difficult to accumulate the
data of only consumer co-operatives.

Consumer based co-operatives doing only retail
business are not so active in Indonesia. Most of
the consumer co-operatives doing retail busi-
ness in the city are in small size and run small
stores.

The consumer co-operatives unified on national
level are “institutionaK employees’)” or “youth
(university)” co-operatives.

DEKOPINDA (District Co-operative Coun-
cil).

A member of the International Co-operative Al-
liance since 1958, DEKOPIN is governed by a
board of 11 directors from 35 national co-
operative federations and 33 provincial co-
operative councils. These bodies in turn repre-
sent 149,000 co-operatives with 28 million
members.

The biggest consumer co-operative affiliated to
DEKOPIN is Induk Koperasi Pegawai Repub-
lik Indonesia (IKP-RI: The National Federation
of Indonesian Civil Servants Co-operatives),
which is a multi-purpose co-operative aimed to
support the government employees. Its main
business is credit and banking business and
additionally it runs the stores for the welfare of
its members.

Koperasi Pemuda Indonesia (KOPINDO: The
Indonesian Youth Co-operatives), the activity of
which is close to “university co-operative”, is
also a member of DEKOPIN.

Kopkar Keluarga Besar Petrokimia is another
member of DEKOPIN and is an institutional
multi-purpose consumer co-operative of a fer-
tilizer company.
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3. Representative Co-operative Societies

1. National Federation of Civil Servant Co-operatives (IKP-RI)

National Federation of Civil Servant Co-
operatives (IKP-RI) is the national federation
of the Indonesian republic officers’ co-
operatives. Its members are republic officers
nationwide.

26 provincial organizations (10,400 primary co-
ops and 1,828,739 individual members) are
members of IKP-RI. Its share capital was 143
billion IDR and revenues 7.5 billion IDR in
2011. (IUS $=9648 IDR approx)

The main business of IKP-RI is banking. Due
to the legal restriction, the banking institution
is set up as subsidiary of IKP-RI. The banking

Retail Project of LAPENKOP

The Co-operative Education and Training
Institute (LAPENKOP) was founded in 1995.
The aim of the institution is to meet the prob-
lems faced by co-operatives, especially in co-
operative awareness and professional manage-
m Nt fields.

It has programs to educate board members and
staff of co-operatives in Indonesia. Part of pro-
grams are supported by the government. The
training programs vary from training of basic
principles of co-operatives, capacity building of
store managers to marketing. It also conducts
several projects in collaboration with the gov-
ernment and NGO organizations.

One of the projects LAPENKOP is now engaged
in is “Co-op Mart Project”. It is executed in co-
operation with see (Swedish Co-operative Cen-
ter). Co-op Mart Project is aimed at supporting
DEKOPIN member co-operatives to open stores
with same facade and merchandising assort-
ments.

business is
doing well
and ranks in
mid level
among all
banks in the
country. Be-

sides banking

business, IKP

mRI runs

credit, hostel and retail businesses. During
the last 5 years, its retail business has not
been doing well due to severe competition on
the retail market.

Currently, there are 8 Co-op mart stores in In-
donesia. 6 to 7 will be opened additionally in
2012, in West and Central Java area.

The decision of opening stores is based on the
agreement among individual members of Pro-
ject member co-operatives. Currently, Credit
co-operatives and women co-operatives are
members of this Project. It may be a cross-
sectoral project.
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3. SB Mart Koperasi Sejahtera Bersama

SB Mart is a retailing business unit of Koperasi
Sejahtera Bersama (Common Wealth Co-
operative). Koperasi Sejahtera Bersama was
founded on the 5th Jan. 2004 and the member-
ship reached 30,000 in 2011. The motto of the
Co-op is “comfortable” and “fulfill the satisfac-
tion of members”.

Koperasi Sejahtera Bersama started its retail-
ing business in 2010 to meet the needs of its
members. Currently, there are 87 stores in
West Java area with 700 employees. 2 addi-
tional stores will be opened in 2012.

The co-operative sets the target of retail busi-
ness to “Muslim families”. The stores are mid-
sized, approximately 100 to 150 square meters,
and deal with 5,000 items of products on an
average.

The co-operative owns its product storage and
processing center to realize a central processing
and packaging of products for the stores.

The best selling items in the stores are daily
commodities such as rice, cooking oil and mar-
garines.

The next goal of the co-operative is to have a
partnership with micro, small and medium en-
terprises and sell products through their retail
channels. They are also planning to rent a
space for themselves so that they can sell their
products as well.

In order to strengthen the collaboration with
these enterprises, they would like to offer them
a membership in the co-operative.
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Outlook of Retail Market in Indonesia

The majority of retail market in Indonesia
is composed of “Pasar”, the traditional wet
markets and individual grocery stores.

Since late 1990s, the government allowed
foreign retailers to come into Indonesian
retail market.

Currently, with the growth of middle class
consumers, the retail market in Indonesia
is growing rapidly.

Traditional markets have been replaced by
modern type outlets such as hypermarkets,
supermarkets and mini-marts that can give
“a variety of choice” to consumers. Hyper-
markets have attracted the Indonesian con-

Problems and future visions

sumers since they have been introduced.

There is a tendency that the modern retail-
ers are concentrated in Java area. In fact,
traditional retailers are still dominant es-
pecially in rural areas. More than 60% of
retail market share in the country is occu-
pied by the traditional retailers.

Among the modern retail outlets, hyper-
markets and mini-marts are growing. This
tendency may continue due to the consum-
ers’ high demand of “convenience” and
“variety of choice”.

It is estimated that the modern type retail-
ers will enjoy further growth in the future.

4.1 Problems of Indonesian co-operatives

From the government’s point of view, the biggest prob-
lem that the co-operatives, especially small co-
operatives, are facing now is the vulnerability of finan-
cial structure.

Stability of membership is strongly linked to this prob-
lem. Both the stable management system and member-
ship are required to stabilize the financial structure of
the co-operatives.

4.2 Problems of consumer co-operatives

The problems of consumer co-operatives in 2.
Indonesia are summarized in two parts;

DEKOPIN'’s point of view

Lack of network among members,
Lack of network between vertical
stages, lack of distribution systems
and network.

Lack of retail professionals.

Lack of competitiveness in the se-
vere retail market globalization.

1. Government’s point of view

Vulnerability of financial structure.
Lack of distribution systems and IT
network.

Lack of competitive advantage in
globalization.
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4.3 For the future

DEKOPIN and the Indonesian government is
working together to revitalize co-operatives in

the country.

Consumer co-operatives are not the exception
and a 5-year plan is now under consideration in

DEKOPIN for the future revitalization.

DEKOPIN

Relationship with the Government

Co-operatives have strong relationship with
the government especially in local area.
The local governments support small co-
operatives by subsidizing them.

In addition to providing services related to
the business of co-operatives, the govern-
ment supports them by providing educa-
tional services. The trainings vary from the
general management of co-operatives to
such practical trainings as “How to make a
financial report”.

Those co-operatives with less than 50 mil-
lion IDR in share capital and earning less
than 300 million IDR are provided with fi-
nancial assistance by the government.

In addition, the local governments support
the co-operatives by providing them with
technical assistance. Some training courses
are held at LAPENKOP and the courses
are partially funded by the government.

The Ministry of Co-operatives and Small
and Medium  Enterprises published
“Revitalization of co-operatives and small
medium enterprises” in 2010.

According to this document, the strategy of

the government is to strengthen the poten-
tial of co-operatives by increasing the mem-
bership, especially in the credit and savings
sector.
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Basic Information on Indonesia

Name Republic of Indonesia

Capital Jakarta

T-argest city Jakarta

Government Unitary presidential constitutional republic
Area 1,904,569 km2

Population 237,424,363 [2011 census]

GDP (PPP) US$1,124 trillion [2011 estimate]
Currency Rupiah (IDR)

From* Wikipedia
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1. Co-operative movement in Iran

The co-operatives are in exis-
tence in Iran since 100 years.

Different forms of co-
operatives like credit co-
operatives, producers/supply co
-operatives, consumer supply
co-operatives, transportation
co-operatives, industrial coop-

eratives, development co-
operatives, handicrafts/carpet
manufacturers co-operatives,

agriculturel housing; mining co
-operatives, multi-purpose co-
operatives and other forms of
co-operative societies function
in the country.

There are 164,959 all forms of
co-operative societies in lIran
collectively employing about 2
million persons.

The government recognizes the
co-operative sector as a strong
infrastructure in the socio-
economic development of the
country.

The government has provided
strong support to the co-
operatives and they are effec-
tively involved in the policy

making process of the country.

The representatives of the co-
operatives are associated with
different committees, councils
and forums such as: expertise
council and those of commerce
and co-operatives; general as-
sembly and exhibition; solving
tax disputes, export and super-
vision of election and co-
operative management etc.

The economic structure of Iran
comprises of contributions
from the Government and Gov-
ernment institutions; co-
operative societies and the pri-
vate trade. The co-operatives
contribute about 5% of the
GDP. As per the projections
fixed for the current 5 year
plan-period, the contribution of
the co-operatives to the GDP is
projected at 25% at the end of
the plan-period.

The Iran Central Chamber of
Co-operative (ICC) as the apex
body, coordinates the activities
of co-operative societies in
Iran.



Outline of Consumer Co-ops

The ICC provides training, organizes semi-
nars, conferences, and exhibitions, besides
coordinating with different sectors of the co-
operative societies. They also Haison with the
country’s law makers and different councils.

ICC has provincial establishments to coordi-
nate with the local co-operative societies.

There is a law enacted by the Parliament (law
of co-operatives) to regulate the working of

2. Outline of consumer co-ops

Operation of Societies

The co-operatives in Iran were initially organ-
ized as peoples movement managed by the
trustees appointed by the members. Gradually
laws, rules and regulations governing the ac-
tivities of the societies were evolved.

There are 11,042 consumer supply societies in
Iran having 7,890,209 members. They created
1,40,500 jobs in the country.

Local co-operative societies are affiliated to the
provincial unions of consumer co-operative so-
cieties. The provincial unions are attached
with the National Consumers Co-operative of
Iran.

The provincial unions coordinate* with their
counterparts of the provincial ICC and the
national co-operative with the ICC central of-
fice in Tehran for guidance and policy support.

Management and Working of Consumer Co-
operatives

Different segments of consumer co-operatives
in Iran like responsible and responsive socie-
ties provide defensive mechanism and supply
consumer goods during the time of crisis, when

the co-operative societies. The Government
provides 25% exemption in taxes to the co-
operatives.

ICC looks after the area of inter co-operative
relations in different sectors and assist in
publicizing the co-operative culture.

The co-operatives have a strong presence in
the Parliament of Iran.

such situation arises. The Government assists
them in such activities.

There are positive provisions in the lranian
laws to support the activities of consumer co-
operatives and for that matter all forms of co-
operatives.

The societies are governed by board of direc-
tors elected by the members for 3 year tenure.

The purchases are made by the provincial un-
ion for the affiliated societies centrally by
working out arrangements with the manufac-
turers, which provides them bargaining power
and price preferences.

The goods are stored at convenient locations to
supply to the retail societies as per their re-
guirement.

The consumer co-operative societies add aver-
age margin of 7-8% (maximum 10%) while fix-
ing the selling prices. The sale prices are al-
ways below the prices printed.

Any local citizen can become a member of co-
operative society by paying a minimum mem-
bership fees. A member can purchase shares to
the maximum of 15% of the subscribed capital.

The funds of the society comprise of amounts
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contributed by members as share money.

Increase in prices/inflations, competition
from large retailers in the private trade
and difficulties in arranging capital for ex-
pansion are the problem areas.

All goods sold by the co-operatives are free
market commodities in normal situations.
During the period of holy Ramadan, festival
seasons like Eid and Nowrouz, the coopera-
tives make special arrangements for mak-
ing available consumer goods on a large
scale. In some cases special discounted
prices are offered.

The co-operatives have made arrangement

2. Outline of consumer co-ops (contd.)

for grading and packaging of different va-
rieties of consumer goods like food-grains,
pulses etc. The quality control is supervised
by Government health officials. Efforts are
being made to develop own brands by the
individual societies.

The consumer co-operatives make available
various types of goods of daily use at rea-
sonable prices. They ensure quality of goods
and continuity of supply of goods, thus tak-
ing care of supply management, which en-
sures creation of dedicated customers. In
fact, the consumer satisfaction is one of the
most significant positive issues for the con-
sumer cooperatives in lran.

Representative Co-operative Societies

The consumer co-operative societies initi-
ated by the local residents are usually
named after eminent personalities, local
area etc. There are 252 consumer co-
operative societies in Tehran.

3.1 Molasadra Consumers Co-op. Society

Molasadra Consumers Co-operative Society
in Tehran is one of such retail societies.

This society covers 400,000 families and it
attracts 350,000 customers annually. It has
a floor area of 40,000 sq. ft.

The operative/working results of this soci-
ety is a sort of indicator for the present
status of the working of the consumer co-
operatives in lran.

Summary of Working Results

Retail area

40,000 sq. ft.

(including 20,000 sq. ft. for meat)

Average daily sales
Daily customers

Sales (2010-11)

25 million Tomans
1500

6.6 billion Tomans

[I Toman = 10 IRR ]
[1 US $ = IRR 12,265 approx.]



Representative Co-operative Societies

3.2 Teachers Consumers
Society, Tehran

Co-operative

This is a primary teachers consumer co-
operative society formed by the teachers
having 20 branches. It has 180,000 mem-
bers.

Its central branch situated at Imam
Khomeini Avenue, Tehran achieved a sales
turnover of 6.50 billion Tomans during the
year 2010-11 and earned a net profit of 200
million Tomans. It serves about 400 cus-

tomers daily and allows its members to pay
for their purchases in monthly install-
ments.

They sell all the goods at below the printed
prices which in some cases are 10% below
such printed prices. This is very attractive
to the customers.

All 20 branches of the society are in profit.
However, the central branch is the largest
among these and is the biggest contributor.



Representative Co-operative Societies

3.3 Sepah Consumers Co-operative Society

This a parallel chain consumers co-operative
society with headquarters in Tehran, but hav-
ing retail units in other provinces as well.

This society was established with a share
capital of 32,500 IRR by 14 members in 1946.

At present it has 61,800 members who con-
tributed share capital of 7.8 billion IRR.

The society is managed by a 5 member Board
of Directors who also work full time in the of-
fice for which they receive remunerations. The
society has 16 branches in Tehran and 3 in
other provinces.

It employs 700 persons and serves about
37,000 customers daily in all its branches.

The working results of the society during 2010
-11 were as follows »

(in billion IRR)
Sales 600
Gross income 108
Expenses 105
Net profit 3

The society pays @ 18% per year on the
amount of share capital contributed by its
members, as incentive to them.

The selling prices of different commodities at
their retail stores are 15 to 18% less than the
printed prices.

Price fluctuation is cited as a major problem
in the working of the stores.

They ensure supply of quality goods at rea-
sonable prices. Customer satisfaction is one of
their major positive issues.

The society makes centralized purchases di-
rectly from the manufacturers for all the re-
tail units/branches and goods are stored at
strategic locations for supply to the stores.
The sale prices are also fixed by the central
office.

The society has a total storage capacity of
140.000 sq/ft. They do not have any borrow-
ings for the working capital requirement. Al-
most all the branches of the society are in
profit.

The society sells Government subsidized
goods like food-grains and pulses to the peo-
ple, based on coupons issued by the Govern-
ment.

The society has started developing their own
brand of products under the name of
“SEPAH”. Various types of meat and meat
products, rice, pulses etc. are presently mar-
keted under this brand.

The society is not a member of the provincial
and national union of consumer cooperatives.
However, it is affiliated with the ICC.

3.4. Teachers Apex Body of Co-operatives

The Iranian Teachers Consumer Co-operative
Union based at Tehran is the national apex
body of teachers consumer co-operative socie-
ties in Iran.

There are 600 primary teachers’ co-operative
societies in lran having a membership of
1.500.000 working and retired teachers. As in
consumer co-operative societies, these teach-
ers’ societies are also affiliated to the respec-
tive provincial unions which in turn are mem-
bers of the national union.

The main objectives of the union is to work
towards welfare of the members. In further-
ance of the same, the union provides services
in the form of supply of consumer goods of
daily use at very reasonable prices, provides
loan assistance to its members for various
welfare activities and assists in creating hous-
ing infrastructure for its members, in associa-
tion with housing societies.

This is, thus, a multipurpose federal society
which functions through its provincial unions
and the local societies, which service their
members in various fields of welfare activi-
ties.



Representative Co-operative Societies

The serving and retired teachers may become
members of a teachers co-operative society by
contributing a share capital of 5000 Tomans
(approx. $5). The society pays interest on this
amount which is added to the share capital
contribution of the members.

The source of finance of the teachers’ societies
is share capital contributions from the mem-
bers plus interest accrued on the same. The
Government provides financial assistance for
undertaking welfare activities such as con-
struction of houses for the members, at nomi-
nal rate of interest.

The combined turnover of all the 600 teach-
ers consumers co-operative societies is 650
billion Tomans annually.

Like the consumer co-operative societies,
the teachers’ societies are also managed by
the elected Board of Directors.
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4. Problems and Future Visions

Visions

Positive Issues "AZERBAIJAN IRAN
rm i Political Map

Availability of sound infrastructure . CASPIAN TUAONISTAN

Dedicated customer base R LA SEA g,

Satisfied members N i ’

Positive Government approach and _ Mazandaran Mastha_u
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Professional management O torestan

Centralized purchases
Competitive pricing policy Kn'
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Modern outlook
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Shortage of working capital for ex- SAUDIARABIA
- g cap LEOND
pansion -
Increasing prices and operative ex- Provinca Boundary

5) CounbyCapftal
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No major plan of activity for future 0 100 200 300 400Km

development and expansion.

5. Basic Information on lran

Name Islamic Republic of Iran
Capital Tehran

Largest city Tehran

Government Unitary state,

\ Islamic Republic

Area 1,648,195 km2
Population 78,868,710 [2012 estimate]
GDP (PPP) $990,219 billion [2011 estimate]

Currency Rial (IRR)
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1. Co-operative movement in Japan

Background

Currently, co-operatives in Japan
are organized in many fields such
as agriculture, consumer, fishery,
forestry, insurance, credit and

savings, banking and workers col-
lective

According to the ICA Global 300
Report 2011, thetotal revenue of
Japanese co-operatives in 2008

amounted to 8% of the total na-
8 Japanese co-

operative organizations from agri-

culture, consumer,insurance and
banking sectors were included in’

............................. this Report list.

In terms of turnover, agriculture
co-operative is the largest co-
operative sector in Japan. While,
in terms of membership, consumer
co-operative has the biggest scale
in Japan.

It is estimated that roughly one
third of Japanese households are
members of consumer co-
operatives.

The co-operative movement in Ja-
pan has a long history of more
than one century and differs from

sector to sector with different
background of development .

One feature of co-operative move-
ment in Japan is that co-
operatives are administrated by
different laws, according to the
sectors they belong to.

There is no common co-operative
law in the country. Agriculture,
fishery & forestry, consumer,
credit & savings, etc. co-operatives
are regulated by their respective
laws. Every law is different

‘e first Uabanese law that regu-

lated co-operatives was the San-
gyo Kumiai Law (Industrial Co-
operative Law), enacted in 1900.
This law was purposed to protect
farmers in rural areas and small-
mid sized associations in urban
areas. The law embraced credit,
marketing, supply and production
fields. The government learned
from German credit unions the
way to establish co-operative so-
cieties.

The Sangyo Kumiai Law became
the basis of co-operative laws in
Japan.



Background

Co-operative movement in Japan (contd.)

Another distinguishing feature of co-
operatives in Japan is that although every sec-
tor has its own national organizations, there is
no apex organization for all sectors.

In addition, there is no common Ministry re-
sponsible for co-operative administration. Ag-
ricultural co-operatives, forestry co-operatives
and fishery co-operatives are administrated by
the Ministry of Agriculture, Forestry and Fish-
eries, while consumer co-operatives are admin-
istrated by the Ministry of Health, Labor and
Welfare.

Almost all sectors have a three-tier structure.
Primary societies are members of prefectural
unions and prefectural unions are members of
national organizations.

Co-operatives exist in the most competitive
economies in the world and in most of the
economic sectors, and they contribute to the
development and welfare of their societies.
The Global300 List includes co-operatives

from 25 countries and across a range of

Japan Joint Committee of Co-operatives (JJC),
founded in 1956 , is not an apex organization,
but serves as a consultative council of co-
operatives in Japan. Its main function is to
promote co-operation among Japanese co-
operatives within and outside the country.

In international affairs, JJC acts as a catalyst
and coordinator of its members. JJC members
actively participate in international activities,
including those organized by ICA.

In 2012, 14 national organizations of agricul-
tural co-operatives, consumer co-operatives,
fisheries co-operatives, workers co-operatives,
forest owners co-operatives and labor banks
are under the umbrella of ICA.

France

United States
Germany
Japan
*tNerlands

United Kingdom
4%

economic sectors. Switzerland .
Italy 3.5%
GlobalSOO Finland 2.5%
Korea 2.5%
by country 0,
%ofrevenue  Candd .
. 0

From ICA Global 300 Report 2011
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Co-operative movement in Japan (contd.)

Representative co-operative sectors

Sector

lconsumer

Agriculture

Fishery

Forest
Owners

Credit Union

Labor Banic

Workers

Apex organization Business /Activities iGoweming Law

/panese Consumers' Co- RetaM, Insurance, Health, consumers Livelihood Co-
operative Union (KCU), W elf~, hkxjsing operative Society Law
National Federation of

University Cooperative

Associations (NFUCA),

National Federation of

Workers and Insurance Co-

operatives(ZENROSAI),

Japariese Health arxI

(Welfare Cooperative

Federation (HeW Co-op

iJapan)

1 |

National Organizations of <Marlceting, Farm guidance, Agricultural Co-operative
Agricultural Co-operative  Insurarxie, Saving and Society Law

i(JA) [credit. Supplying

|

National Federation of Marketing, Supplying, Rsheries Co-operative
Fisheries Co-operative ;InsurarKe, Saving and Association Law
Associations <aedit. Guidance

National Federation of Marketing, Supplying, Forest Co-operative Law
Forest owner's Co- Guklance

operative Associations

National Association of Savings, Loans Credit Union Law
Shinkin Banks

Natk>nal Association of Savings, Loans, etc. Labour Bank Law
Labour Banks

(NALB)

Japan Workers' Co- Welfare, Recycling, None

operative Unk>n {Jigyodan) Maintenance, Food

processing

i (Voluntary Organization)

@y

Competent authorities

Ministry of Health, Labor and
W ~re

Ministry of AgricuMure, Forestry
and Fisheries

Mirustry of Agriculture, Forestry
and Fisheries

Ministry of Agriculture, Forestry
and Fisheries

Rnacial Services Agency

Ministry of Health, Labor and
Welfare, Finacial Services

Agency

None



Representative co-operative sectors

Co-operative movement in Japan (contd.)

14 ICA Members:

<Agriculture> Central Union of Agricultural Co-operatives (JA-ZENCHU), IE-NO-
HIKARI Association (Association for Education and Publications on Agricultural Co-
operatives), National Federation of Agricultural Co-operative Associations (ZEN-NOH), Na-
tional Mutual Insurance Federation of Agricultural Co-operatives (ZENKYOREN), The Ja-
pan Agricultural News (NIHON-NOGYO-SHIMBUN), The Norinchukin Bank

<Workers > Japan Workers' Co-operative Union (Jigyodan),

<Consumer> Japanese Consumers’ Co-operative Union (JCCU), National Federation of
University Co-operative Associations (NFUCA), Japanese Health and Welfare Co-operative
Federation (HeW Co-op Japan), National Federation of Workers & Consumers Insurance Co
moperatives (ZENROSM)

<Labor Bank> National Association of Labour Banks (NALB),
<Fishery> National Federation of Fisheries Co-operative Associations (JF ZENGYOREN)

<Forest Owners> National Federation of Forest Owners’ Co-operative Associations
(ZENMORIREN)

ICA Global 300 List 2011
8 co-operative organizations are included in ICA Global 300 List 2011.

3. National Federation of Agricultural Co-operative Associations (ZENNOH)

5. National Mutual Insurance Federation of Agricultural Co-operatives (ZENKYOREN)
56. National Federation of Workers & Consumers Insurance Co-operatives (ZENROSAI)
62. Shinkin Central Bank

101. Co-op Kobe

124. Co-op Sapporo n

176. Kyoei Fire & Marine Insurance Co. Ltd.

234. Japanese Consumers’ Co-operative Union

GlobalSOO L.ist based on 2008 Financial Data Rank



Outline of consumer co-ops

2. Outline of consumer co-ops

The history of Japanese Consumers' Co-
operative dates back to 1919. Japanese Co-
operative Society was initiated during the era
of Taisho democracy.

In 1919, the Katei Kobai (purchasing) Union
was established in Tokyo. During the following
year, 1920, the Kyoueki-sha Kobai Union was
established, in Osaka, and in 1921 the Kobe
Consumer Co-operative was also established in
Kobe.

This outlines the starting history of the local
retail consumer co-operatives. By entering the
Showa period (1926), the strengthened eco-
nomic control and the compulsory military
drafts by war almost suffocated co-op.

After the end of the war in 1945, in the state of
severe food shortage and exceptional inflation,
co-ops were established once again across the
country.

In 1947, about three million people became
members nationwide. In 1948, the law for con-
sumers' co-operative union was enacted and in
1951, Japanese Consumers' Co-operative Union
was established.

During 1950s, institutional co-ops were estab-
lished across the country. During the years of
steep economic growth in 1960s, the consumer
movement against price inflations and harmful
food additives was promoted.

Co-ops led the movement. Between the end of
1960s and 1970s, community residents organ-
ized citizen's retail consumer co-ops.

These citizen's co-ops started non-store busi-
nesses such as joint purchasing and individual
home deliveries.

Today, co-ops are an integral part of communi-
ties with 30% of all households in Japan be-
longing to a co-op.

Father of Japanese Co-operative Movement

Toyohiko Kagawa dedicated his whole life to the development of co-
operative movements. He always stood on the front-line of social reform
movements such as the movements for labors, farmers and universal

elections.

He was always a pioneer. Kagawa was born in Kobe, in 1888. Studied in

Tokushima junior-high school, Meiji Gaukin University, and Kobe semi-

nary. Then he continued his education in Princeton University, the USA,
and Princeton seminary. In 1920, he established "Kobai Union Kyoeki-sha" in Osaka.

In 1921, he established Kobe Consumer Co-operative and Nada Consumer Co-operative
(later they were merged and became Co-op Kobe) in Kobe. He also established many other co-
ops such as Kyoto Consumer Co-operative, Tokyo Student's Consumer Co-operative and To-

kyo Iryou (Medical) Consumer Co-operative.

In November 1945, just after the end of the war, he organized the "Japan Co-operative Union

Association".

In 1951, he founded the “Japanese Consumers' Co-operative Union”. Until his

death in 1960 at the age of 72, he had served as the chairperson.



Consumer co-ops in Japan

As per the data of FY2011, the membership of
consumer co-operatives in Japan reached
26,651 thousand, which accounts for 30% of
total households in Japan. The total turnover
amounted to JPY 3,345 billion.

Consumer co-operatives in Japan are under the
Consumers Livelihood Co-operative Society
Law and are administrated by the Ministry of
Health. Labor and Welfare.

According to the Consumers Livelihood Co-
operative Society Law, 300 or more consumers
may establish a primary co-op. Consumers in-
vest share capitals and become owners of the
co-op.

The main business of consumer co-operatives is
to supply foods and other daily necessities to
their members.

Japanese consumer co-operatives have some
distinctive features such as exclusive member’s
purchase, limited trading area and active
member participation.

In addition to the sales of products, consumer

Outline of consumer co-ops (contd.)

co-operatives are engaged in businesses aimed
at the well-being of members’ daily lives, such
as mutual-aid insurance, funeral service, hous-
ing, social welfare and even medical services.

Currently, consumer co-operatives are divided
into four categories, i.e. retail, health, housing
and insurance, according to their objectives
and nature of business. Retail consumer co-
operatives have the largest scale in terms of
membership and turnover.

Japanese Consumers’ Co-operative Union
(JCCU) is the apex organization of consumer co
-operatives in Japan. In 2011, 590 co-operative
organizations were affiliated to JCCU.

JCCU'’s main mission is to promote consumer
co-operative movement in Japan and to assist
member co-operatives to be competitive.

The structure of Japanese consumer co-
operatives is in three-tiers. Primary co-
operatives are members of both prefectural un-
ions and JCCU, and prefectural unions are
members of JCCU.

Consumer Co-op Societies in Japan

unit

Number of Consumer co-ops

Retail co-ops

Health co-ops

Housing & Insurance co-ops
Membership tf»ousand
Total share capital billion yen
Total business turnover billion yen
Retail sales amount billion yen
JCCU wholesale amount billion yen

FY2010 FY2011 % FY2011
110 (rrtlion US$)
608 590 -3.0 -
472 457 -3.2 -
115 112 -2.6 -
8 8 0.0 -
26,210 26,651 17 -
729 747 2.5 9,429
3,322 3,345 0.7 42,224
3,007 3,026 0.6 38,197
394 397 0.8 5,011

1U.S.<Jo(lar=¥79.22



Retail co-ops

Outline of consumer co-ops (contd.)

Retail consumer co-operatives are classified into
five categories, i.e. community based retail co-ops,
university co-ops, school teachers’ co-ops, institu-

Percentage of Membership
by type of Consumer Co-ops

tional co-ops and expanded institutional co-ops. I- Housing/ Insurance 3%
School Teachers'-! Health Co-ops 10.5%
Among them, community based retail co-ops are the CZGS%ZS
largest-scale. The market share of retail co-ops has
been stable and accounts for 2.77% of total market. Unlversity-|
Co-ops
The business of community based retail co-ops is 61%
composed of store operation, home delivery service, Institutioi
catalog sales and internet businesses. C;}g)lzs
Their main business is to supply food and non-food Expanded-

products to their members through home delivery Institutional

network and stores. About 61% of total retail turn- CC*S;E’S
over comes from the home delivery business.
Community-Based Retail Co-ops
unit FY2010 FY2011 J(_?I/fjo FY2011
(miiionUSS)
Number of co-ops 140 140 0.0 —
Membership thousaix) 18,929 19,406 2.5 —
Han groups thexjsand 1,688 1,764 4.5 —
Han members thousand 4612 4,300 -6.8 —
Han member ratio % 304 34.6 13.8 —
Total turnover billion yen 2,644 2,676 1.2 33,779
Store sales billion yen 935 919 -1.7 11,601
Home delivery service sales billion yen 1,593 1,635 2.6 20,639
Others billion yen 116 122 5.2 1,540
Amount of montfily purchase/member yen 11,766 11,681 -0.7 I.S.-H47
Total share capital billion yen 602 619 2.8 7,814
Average share capital/member yen 31,818 31,891 0.2 UsS$403
Co-op bonds million yen 47,165 50,942 8.0 643
Number of stores 1,018 1,020 0.2 —
Total stores sales area m2 1,211,698 1,192,850 -1.6 —
Number of full-time employees 25,817 25,551 -1.0 -
Total Market share % 2.76 2.77 0.4 —

«Commimiy-BaMd Retail co-ops do not include institutional and univeraity co-ops
Nets: The amount of U.S. Doiaf Is converted based on yen<JoHaf exchange rale (TTS) prevailing at September 10,2012; 1U.S. Dollaf"79.22 yen
*Han is defined as the smallest unit of co-op membership.....one Han consist of 3-6 household memtjers

C5JAPANESE CONSUMERS' CO-OPERATFVE UNION



Retail co-ops

Outline of consumer co-ops (contd.)

The total turnover of Top 10 retail co-ops amounts to more than 40% of total turnover of all
retail co-ops. The Consumers Livelihood Co-operative Society Law prohibited to do business
beyond one prefecture. Facing the tougher competition with private retailers, retail co-ops
established business federations.

Co-op Net, a business federation of 8 consumer co-operatives (Co-op Tokyo, Saitama Co-op,
Chiba Co-op, Ibaragi Co-op, Tochigi Co-op, Co-op Gunma, Co-op Nagano, Co-op Niigata) is
the biggest business federation of consumer co-operatives in Japan.

With the amendment to the Consumers Livelihood Co-operative Society Law in 2007, pri-

mary co-ops managed to expand their business to the adjacent prefectures. This amend-
ment gave consumer co-ops new possibilities to merge across prefectures.

» Conimintty-Based Retail Co-ops serve local residents through stores, home delivery and catalog mail-order sales

Top 10 Community-Based Retail Co-ops in Japan Location of Co-op Business Federations and
Turnover  11/10 iarehi 11/10 10 top Community-Based Retail Co-ops
(émlion) (%) Memtjership %)
Co-op Sapporo 261.860 2.9 1,391,552 2.2
Co-op Kobe 261,850 8,3 1,670.425 17.5
Co-op Tokyo 158,468 0.9 1,283,538 3.2
Co-op Kanagawa 133,364  -1.8 1,247,017 0.9 Co-op Sapporo
Saitama Co-op 108,013 2.7 878,931 3.7
Miyagi Co-op 103,973 2.1 644,559 2.8
Chiba Co-op 92,159 4.0 678,781 4.6
Kyoto Co-op 72,472 1.6 497,514 1.4
Osaka-lzumi Co-op 69,926 7.6 431,787 4.5
Pal-system Tokyo 68,206 0.9 415,882 3.9
Tohoku Sunnot
79 bin yen . .
- Miyagi Co-op
Co-op 4
* .
Hokupku Seikatsu Club
22«ye 57 bin yen
Osaka-lzumi Co-op
- Co-op Net 376 binyen
Tofai Co-op op Y
Co-op Kobe Saitama Co-op
A Co-op Tokyo
rnm Chiba Co-op
Palsystom issmnyen
-Op 162 bin yen

Pal-system Tokyo
130 bin yen 4 4

Co-op Kanagawa

*Ftgures in circles indicate the total turnover of each biKiness feder~on.



Co-op brand merchandise

Outline of consumer co-ops (contd.)

<Co‘op Brand Merchandise>

The Co-op brand is a private label developed
by consumer co-ops in Japan. It dates back to
the 1960s and was born as an innovative effort
for product development that reflects the
needs and wishes of co-op members.

At that time the production and distribution of
commercial products were under the initiative
of manufacturers. Lack of appropriate regula-
tions and laws to control manufacturing led
the consumers to distrust the safeness of
manufactured products and fresh produce.

Co-ops' efforts to secure food safety grew into a
mass citizens’ movement. Promoting the
elimination of unnecessary additives, co-ops
succeeded in changing conventional food
manufacturing industry.

In 2009, the number of JCCU Co-op brand

Brand Distributor

JCCU CO-OP JCCU

Primary societies' . .
Primary societies

CO-0OP
incorporated into routine product improve-
ment. Under this scheme, co-op members'

shopping records and inquiries have been ana-

lyzed and the results are integrated into the
process of prod-
uct develop-
ment and im-
provement.

In the area of
fresh foods
(vegetables,
meats and fish),
c0-0ps across
Japan are working

Quality Control

JCCU

Primary societies

products accounted for 4,171 SKUs. Some pri-
mary societies have their own Co-op brand
products, but the number of products is de-
creasing because the products have been amal-
gamated to JCCU Co-

op products.

With the concept “safe
and reliable”, Co-op
products expanded rap-
idly and became very
close to the members’
daily life.

JCCU launched "Co-op
Basic” series in 2010, to meet members’ needs
to lower price products.

JCCU has also developed a scheme under
which feedback from co-op members can be

N N N N

Quality Standard

JCCU

JCCU or primary societies

to promote "Sanchoku" (direct transaction of
products from producers).

In 2012, JCCU reviewed its Merchandize Pol-
icy and reemphasized the importance of qual-
ity assur-

ance of Co-

op products

and mem-

ber partici-

pation in

product de-

velopment

stage .
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Outline of consumer co-ops (contd.)

<Store Operation>

Stores are operated by retail consumer co-
operatives in the city area within the
neighborhood of co-op members’ residences.

These stores are aimed to support everyday
Hfe of co-op members, by offering a wide vari-
ety of products, from fresh food to groceries.

In 2011, the total turnover of community-
based retail co-ops amounted to JPY 919 bil-
hon. The number of stores amounted to 1,020.

The basic concepts of stores are to offer safe
products, to contribute to the development of
local communities, to make the shopping eas-
ier. To become a “Neighborhood Store” is the
ultimate goal of retail consumer co-operatives.

Due to the severe competition with private re-

SS I

tailers, co-ops are facing difficulties in earning
profits in store operation.

Profitability is the biggest problem of co-ops’
store business. As a solution, co-ops are start-
ing to close small size stores in deficit.

Another problem is the decrease of the number
of members purchasing at co-op stores. The
2011 turnover decreased compared with 2010,
due to this reason.

To strengthen their competitiveness and in-
crease efficiency, co-ops are reviewing their
product assortments and standardizing store
operation systems.

Attractiveness is becoming even more crucial
to co-ops’ store operations.

Every primary

co’op/federation

has its own store

fagade



Home delivery system

Outline of consumer co-ops (contd.)
<Home Delivery System>

Takuhai (Home Delivery System), is a non-
store delivery system that is unique to Japa-
nese consumer co-operatives. It is composed
of two delivery systems; joint (group) buying
system and individual home delivery.

Co-op members are able to purchase products
and have them delivered to their homes.
They select products from a weekly catalog
and place orders using an order sheet or over
the Internet.

The following week, the products ordered are
delivered to either a specified address of
groups or individual homes.

This service, which also saves users from hav-
ing to carry heavy shopping bags, is especially

Every primary

Retail Sales
(billion yen)

IBOOTr

co-op/federation
has its own logo

1600
1400
1200
1000
800
600
400
200
0

11

convenient for families in which both parents
work, senior citizens, and families with young
children, who have limited time or otherwise
find it difficult to go out.

In addition to servicing groups and individu-
als, some co-ops deliver products to organiza-
tions such as after-school daycare centers and
welfare facilities.

In 2011, the total turnover of home delivery
service in Japan amounted to JPY1,635 bil-
lion. Due to its convenience, the sales of joint
buying system is replaced by individual home
delivery. In 2011, the composition of individ-
ual home delivery sales accounted for almost
60%.

Retail Sales by Type ot Operation

m | store Sales
Total Home Oeliveiy Sales
® | Indnndual Home Delivery

1,586 1.592 1.577 1.593 ‘634

997

N

2007

985 OKK

M

2008 2009 2010 2011

Rscal year



Quality assurance of products

Outline of consumer co-ops (contd.)

<Quality Assurance of Products>

Nowadays, consumers pay greater attention to
both safety and security of food. Which means
that, food has to be 'secured' while 'safety' is
confirmed.

' Safety' can be guaranteed with the objective

assessments obtained from scientific verifica-
tions.

Since the assessment of the 'safety' depends on
scientific standards of the time, it cannot be
absolute, but can be variable as the assessment
may be changed in the future according to the
advancement of science and technology.

The 'secure' standard relies on each person's
feeling. Therefore, even if a food product is sci-

'trust’ that connects 'safety’ In co-op

products and 'security’ in members

narByfiiat Complaints,
system opinions, requests

ScienUk
erahiatxxi

Products Coop products Members
standard . :
™ Safety <confkence Security
ng
standand
Products . L
inspecbon Information provision,

Co-0p products’ >
development and supply

Traceatxtty

Information gathering, inspections, studies

CDiiimiinicaUin

lAiquitous

entifically assessed as 'safe’, it may not earn a
reputation as 'secure' in case some anxiety and
discredit remains.

JCCU'’s product quality assurance policy pur-
sues the scientific 'safety’, while supplying 'safe
foods'.

To achieve security (=creditability) of co-op
members and consumers, JCCU endeavors to
provide appropriate information in appropriate
time through members' activities to develop a
trustworthy relationship between individual
members and co-ops.

JCCU regards openness and honesty as the
most important principle.

After the earthquake in
2011, co-op members are
anxious about radioactive

contamination of food.
Risk

As a result, the reference
value to regulate radioac-
tive materials contained in
the food has been signifi-
cantly tightened.

Opiniomand
requests of

JCCU has been receiving
inquiries reaching over a
hundred per month with
almost all concerned about
the radioactive material in
foods.

Infomnatton
provision,
homepage

Co-ops have strengthened
their monitoring of food,
and monitoring results are
made available to members
through the website and at
member meetings.



Welfare business

Outline of consumer co-ops (contd.)
<Welfare Business>

In 2011, the turnover of co-op welfare business
amounted to JPY17.4 billion with an increase
of 7.1% compared with the previous year.

Co-op welfare business is aimed at building a
community where everybody can lead a se-
cured humane life.

JCCU formed a research committee on com-
munity welfare in 2009. The committee pre-
sented a report titled “For the Establishment
of a Secured Community-the First Step” in
2010.

This report examines and summarizes 5 im-
portant roles of consumer co-ops, i.e. 1) sup-
port members and the community through re-
tail business activities, 2) establish a commu-
nication network with local governments,

<Insurance Business>

Co-ops offer life and other insurance products
that suit members' needs with more reason-
able premiums and better coverage.

There are two types of Insurance federations;
Japan CO-OP Insurance Consumers' Co-
operative Federation (JCIF) which is an union
of consumer co-operative societies from across
the nation affiliated to JCCU, and National
Federation of Workers and Consumers Insur-
ance Co-operatives (ZENROSAI) which offers
insurance mainly to trade union members.

After the revision of the Consumers' Liveli-
hood Co-operative Law in April 1, 2008 which
prohibited mutual insurance organizations ex-
ceeding a certain size from engaging in the re-
tail field, the Japan CO-OP Insurance Con-
sumers' Co-operative Federation (JCIF) was

13

NPOs, social welfare councils and other re-
gional organizations, 3) offer members and lo-
cal residents a place to organize voluntary ac-
tivities, 4) establish a consultation service cen-
ter to handle issues of daily life, and 5) negoti-
ate with the national/local government for the
establishment of appropriate policies and sys-
tems.

established by separating the insurance divi-
sion from JCCU.

With the establishment of the JCIF, the direct
insurance business operated by retail co-ops
were transferred to and integrated into a new
union in March 2009.

COOP«A,

Insurance Tasukeai (Mutual Aid)



Member activities

Outline of consumer co-ops (contd.)

<Member Activities>

Japanese consumer co-ops used to have a
strong member participation based on “HAN

(group)”.

Usually, HAN is a group of more than 3
members. Members jointly purchase prod-
ucts of Home Delivery system through HAN.

HAN has been the basis of member participa-
tion for a long time. This model was first
born at Tsuruoka Co-op in Yamagata Prefec-
ture in 1956. It has been an effective chan-
nel to promote communication between co-op
and members.

Starting from HAN, retail consumer co-ops
set up district committees including shop
committees to reflect members voice in the
administration of the co-op.

Some active members are involved in co-op’s
administration activities as committee mem-
bers, delegates to annual general assembly,
and even as board members.

Nowadays, with the increase of women’s
workforce ratio, members prefer to be more
independent in the co-ops’ participation.
This aspect is stronger among younger gen-
erations.

Member participation is

gges:m:s. | ig n based on the trinity of:
mnm 1) ownership (share
mlb capital),

It is reserved to Thereserveisu It isdivided between

2) use (purchase), and

prepare for future to md<e fadfties al members inthe
devetopment. for the mombers. form of dividends - .
and price cuts. 3) administration

Organization Structure of Co-op Kobe

Regional Co-op
Committee

Operation of Co-op

Group Purchasing
"Group* Liaison
Commlttea

Members’ voice is reflected in every stage of co-op operation (Co-op Kobe)

14



Member activities

Outline of consumer co-ops (contd.)

Therefore, the number of total HAN members and
the number of members per HAN are declining year
by year. In 2011, the number of HAN members de-
creased by 6.8% while the number of HAN groups
increased by 4.5%.

Facing these problems, many co-ops are changing
the policies of member participation.

Changes In Member Participation Patterns

Before

HAN was the basis of member
participation

Majority of Annual Assemblies
delegates were elected from HAN
members

HAN was the basis of member
education

Voluntary members’ education,
cultural and thematic activities
were based on HAN

15

Now

New administrative districts that
include non-HAN members
Empower Annual Assembly dele-
gates by providing them with de-
tailed information

Promote capacity building activities
of board members

A variety of education, cultural and
thematic activities based on mem-
bers’ voluntary groups



JCCU'’s international activities with ICA
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Outline of consumer co-ops (contd.)

<JCCU'’s International Activities with ICA>

JCCU became a member of the International
Co-operative Alliance (ICA) in 1952, four
years before Japan joined United Nations.

JCCU has been active in ICA activities since
it became the member. When the then Presi-
dent of JCCU participated in the 19th ICA
Congress in Paris, in 1954, he appealed for
the importance of i) abolishment of nuclear
weapons, ii) establishment of special regional
committee for Asia and holding ICA Asian
conference, iii) promoting co-operative trade.

With the expansion of consumer co-op move-
ment in the 1970, JCCU took the initiative
on forming "ICA Committee on Consumer Co-
operation for Asia and the Pacific" which was
established in 1977.

human resource development of consumer
co-operatives in the region.

The training programs for managers of
consumer co-operatives have been organ-
ized every year since the end of 1980s by
ICA-AP in collaboration with JCCU.

The main purpose of this training pro-
gram is to expose participants to Japanese
Consumer Co-operative movement for en-
richment in the areas of store operation
and management.

In 1992, Japanese co-operatives hosted the
30th ICA Tokyo Congress, which was an ep-
och making event as the first venue of ICA
Congress outside Europe in its history of
more than 100 years.

Prior to hosting ICA Congress, international
co-operation activities on bi-lateral level be-
tween Japanese consumer co-operatives and
Asian co-operatives were carried on.

JCCU has been supporting ICA-AP with spe-
cial contributions for the ICA-AP’s consumer
and women projects to strengthen co-
operatives in Asia and the Pacific region.

In addition, the JCCU set up a special fund
"Asian Consumer Co-operative Development
Fund", which was established in 1987 for

ICA/JCCU Manager Training

Trainees from Sri Lanka, India and Indonesia.
(Miyagi Co-op/Co-op Net course 2012)

16



Representative co-operative societies

3. Representative Co-operative Societies
1. Co-op Kobe

Co-op Kobe has a long history. Nada Con-
sumer Co-operative and Kobe Consumer Co-
operative were founded in 1962 under the lead-
ership of Mr. Toyohiko Kagawa. These two co-
ops were later merged to Nada Kobe Consumer
Co-operative in 1962, and renamed to Co-op
Kobe in 1991.

Since its foundation, “Ai to Kyodo (Love and Co
-operation)” has been the motto of the co-op.

In 2011, the total turnover of Co-op Kobe
amounted to JPY 261 billion. Its membership
reached 1.6 million. It is the biggest consumer
co-operative in Hyogo Prefecture.

The minimum share capital to become a co-op
member is JPY 1,000. The total share capital
of the co-op amounted to JPY 44.5 billion in
2011, and about JPY 260,000 per member.

The main business of Co-op Kobe is home de-
livery service and store operation. Co-op Kobe's

stores are in a variety of size and formats,
from mini supermarkets to big general mer-
chandising stores (GMS).

As a way to ensure the quality of products.
Co-op Kobe owns its private brand products
“Co-op’s” and Food Plan products (fresh
food).

Celebrating its 90th Anniversary, Co-op
Kobe amalgamated with the Osaka Kita
Consumer Co-operative in 2011. This is an
amalgamation beyond the prefectural
boundary.

In the same year, Co-op Kobe started a new
business, the dinner delivery service
“Maikuru”. Since the dinner is delivered by
co-op members, this service is expected to
strengthen the bond of community resi-
dents.

17



Representative co-operative societies

2. Co-op Net Business Federation

Co-op Net is the biggest business federa-
tion of consumer co-operatives in Japan.
It was established by voluntary con-
sumer co-operatives in Kanto area.

It serves as the HQ of both supermarket
chain and home delivery operations of
member co-operatives.

As per the data of March 20 2012, the
total sales of Co-op Net to its member
organizations amounted to JPY376 bil-
lion for the Fiscal 2011 ended on that
date.

The main business of Co-op Net is to
jointly purchase products and supply to
its members. Besides, it is in charge of
distribution of products and publishing
product catalogs/leaflets.

In 2012, Co-op Tokyo, Saitama Co-op,
Chiba Co-op, Ibaraki Co-op, Gunma Co-
op, Co-op Nagano, Tochigi Co-op, Co-op
Niigata are the members of Co-op Net.

As a new challenge. Co-op Net started
dinner delivery business in 2012. About
7,000 dinner plates are delivered every-
day.

3. Co-op Tokyo

Co-op Tokyo was founded in 1957. It is the
biggest consumer co-operative in Tokyo Metro-
politan.

As per the data of March 20 2012, its turnover
amounted to JPY158 billion and its member-
ship amounted to 1.28 million.

Its motto is to “establish a community full of
smiles with its members”.

The minimum share capital to become a mem-
ber is JPY1,000. In 2011, the total share capi-
tal amounted to JPY21.7 billion and about
JPY 16,000 per member.

Zl—

Co-op Net Green Balloon mark

*
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With the amendment to the Consumers
Livelihood Co-operative Society Law, Co-op
Tokyo has decided to merge with Chiba Co-
op and Saitama Co-op. The new Co-op will
be set up in 2013.



Representative co-operative societies

4. Miyagi Co-op

Miyagi Co-op was founded in 1982 through the
amalgamation of the Miyagi School Consumer
Co-operative and the Miyagi Citizens’ Con-
sumer Co-operative. It is the biggest con-
sumer co-operative in Miyagi prefecture.

The motto of Miyagi Co-op is “Mutual Aid”. To
achieve this goal, it endeavors to better serve
its members’ daily lives.

As per the data of March 20 2012, its turnover
accounted for JPY103 billion. Its membership
reached 644,559, which accounted for 70.1% of
total households in Miyagi prefecture.

The main business of Miyagi Co-op is store
and home delivery businesses. In addition to
these two businesses, it provides its members
with travel, funeral, kerosene delivery and wa-
ter supply services.

After the disastrous earthquake in 2011, Mi-
yagi Co-op started several new services such
as water supply, mobile store operation, etc. to
support its members’ daily lives.

Dinner delivery service is also a new business
that is growing recently.

The minimum share capital to become a mem-
ber is JPY1,000. In 2011, the total share capi-
tal of the co-op amounted to JPY22.1 billion
and about JPY 34,000 per member.

19
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Problems and future visions

4. Problems and Future Visions

1. Problems

<Japanese Society>

<Consumer Co-ops>

1. Insecurity among citizens after the 1. Legal restrictions on business activi-
earthquake ties
2. Aging society and isolation of aged 2. (Store) Decrease of customers
| .
peopie 3. (Home delivery) Decrease of sales per
3. Unemployment purchase
4. Poverty, a gap-widening society 4, Aging membership

2. Future Visions

<CO-OP Vision 2020>

The 61st JCCU General Assembly endorsed the bill detailing Japanese co-ops’ vision for
2020.

To affirm a common recognition of consumer co-operatives, it is necessary to have a unified
vision.

In the rapidly changing world, the Japanese co-operative movement is expected to demon-
strate its role and a vision that foresees ahead.

Co-ops were tasked to proactively think about their aspirations in ten years. A summary of
the expectations was compounded into the vision.

The implementation of the vision is channelled through five major action plans.

1) Promotion of business that will be useful for everyday living.
2) Participation in community building through expanding Co-ops’ networks.

3) Contribution to the Japanese society and the world. Co-ops will aggressively support the
realization of a peaceful and sustainable society through member oriented activities.

4) Creation of a healthy organization with sound management. With active member par-
ticipation, staffworking energetically, learning and growing the organization to estab-
lish a healthy business.

5) Infrastructure development and activities to further promote solidarity. Formation of
regional alliances and collaborated business to improve the daily lives of co-op members.
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Relationship with the Government

5. Relationship with the Government

Consumer co-operatives in Japan are inde-
pendent and the government does not hold
any share capital in the co-operatives.

In terms of taxation, Japanese consumer co-
operatives have a lower tax rate compared
with private enterprises.

The registration of co-operatives is carried on
through local governments.

The relationship of consumer co-operatives
with the government is fair. JCCU has a
specified division to promote communication
with the government.

Since there are still legal restrictions on busi-
ness activities, co-ops will continue to consult
with the government to improve the situa-
tion.

COOP

To establish a society with full of smiles and faith
(from JCCU HP)
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Basic information on Japan

6. Basic Information on Japan

Name mJapan
Capital : Tokyo
Largest city ¢ Tokyo

Government  : Unitary parliamentary
democracy and constitu-
tional monarchy

Area : 377,944 k™
Population . 126,659,683 [2012 estimate]
GDP (PPP) : US$ 4.440 trillion

[2011 estimate]

Currency : Yen (JPY)

From-' Wikipedia
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1. Co-operative movement in Korea

The Co-operative movement in
Korga has a long history. The

credit union was estab-
Ushed by farmers in Gwangju in
1907.

It aimed to help the farmers fi-
nancially.

tn 'f§§§ a new &grfcultura' 60—
operative was founded with the
enactment of the Agricultural
law. The co'operatives aimed to

and marLeting field.

Currently, agricultural, credit

- . - i i
union, fisHen®s, ?ores{'ry and
consumer co-operatives are ac-
tive in Korea.

Among them, agricultural co-
operatives are the biggest or-
ganizations.

The National Agricultural Co-
operative Federation (NACF)
has been included in the ICA
Global 300 list for many years.

It was ranked as the 9th biggest
co-operative in the ICA 2011
Global 300 list.

The legislation for co-operatives
was sectorally fragmented be-
fore and it was difficult to or-
ganize new emerging co-
operatives such as worker co-
operatives, social co-operatives
and other mutual aid organiza-
tions.

In order to meet the needs of
new wave co-operatives, the co-
operative organizations and citi-
zens' associations formed a
study committee on Korean co-
operative legislation and de-
signed a framework law on co-
operatives.

With the support of government
and political parties, the frame-
work was carried out as the
"Korean Co-operatives Funda-
mental Law" and was passed in
the Korean National Assembly.



Outline of consumer co-ops

2. Outline of consumer co-ops

Consumer co-operative movement in Korea
started in 1920s. Consumer co-op movement
was strongly connected with “Buy Korean Prod-
ucts Movement” of 1920s. It was estimated
that more than 200 co-operative societies ex-
isted in 1930s.

Lee Chan-gap, who was the leader of Pyeongy-
ang Co-op and “Buy Korean Products Move-
ment”, contributed to the development of com-
munity in Jeongju area of northern Korea.
Later, he took a big part in founding co-
operatives in southern Korea.

The first consumer co-operative in South Korea
was established after the Second World War.
In 1959, Poolmoo School Co-operative was
founded by Lee Chan-gap, the successor of Cho
Man-sik in Hongseon area.

In Wonju region of Gangwon Province, commu-
nity development through co-operative move-

Lee Chan-gap(1904-1974)

ment had proceeded since 1973 for restoration
from Namhan River flood. Over 30 consumer
co-ops and credit unions formed around 1970s-
80s. Among them, Jang ll-soon, Park Jae-il,
and leaders of co-op movement in that region
invented Hansalim movement which is the big-
gest consumer co-op group in Korea today.

After the presidential election in 1987, South
Korean society moved rapidly both politically
and economically to join democratic countries in
the World.

New wave of consumer co-operative movement
emerged with the high economic growth and
appearance of middle class. Housewives took
part in this movement with a desire to change
the consumption habit related to food safety
and environmental protection. Producers sup-
ported this movement.

China

Korean
Peninsula

was a leader of Buy Ko-
rean Products Campaign,
Osan co-op, and commu-
nity development in
Jeongju,‘North Korea

He established
Poolmoo School,
Poolmoo consumer
co-op and Poolmoo
Credit Union in
Hongseong, South
Korea

Source : KIM Hyung-mi



Outline of consumer co-ops

Outline of consumer co-ops (contd.)

Currently, there are 391 primary consumer
co-operatives in South Korea with 630,000
individual members.

The consumer co-operative sector has a
three-tier structure. Primary consumer co-
operatives are affiliated to associations and
associations are affiliated to national un-
ions.

There are 6 national unions , i.e. 4 unions of
local retail co-ops, 1 union of health co-ops,
and 1 union of university co-ops in Korea.

The turnover of all consumer co-operatives
is estimated at 620 billion Won.

Hansalim Consumer Co-operative and
iCOOP Korea are 2 big consumer co-
operatives in Korea.

The number of consumer co-operatives in South Korea

Local retail co-ops
Health

University

Group (Religious, social groups, etc.)

Total

Source: Fairtrade Commission, Korea

2009 2010 2011
90 109 138
108 151 225
18 18 18

7 10 10
223 288 391

Graph2. the change of turnover In 4 major retail co-op unlons(bllllon KRW)

3000

Hansalim

Dure Saenghyup

.Source'KIM Hjoing-mi

=|COOP KOREA

<Women's Minwoo



Outline of consumer co-ops

Outline of consumer co-ops (contd.)

Consumer co-operatives in Korea are ad-
ministrated by the Fair Trade Commis-

sion (FTC) .

The Ministry of Strategy and Finance is fCOOP u=
in charge of planning frameworks and

pohcies on co-operatives. At the same ) ]
time it oversees the performance of co- 4 Consumer Cooperative Unions

operatives. In retail sector
Otiier 2: Ifeaitli Cooperatives

Consumer co-operatives in Korea are gov- and University CO-Operatives

erned by the Consumer Livelihood Co-

operative Act. The Consumer Livelihood The turnover of All Consumer Cooperatives

;:r‘:gpreerv"’:g'g’; iﬁcl\tﬂ‘;"fh f;gsltoe”amd in 1999 is about 620 Billion Won(USD518 Million)
' Total membership is about 500,000 (3\feertlie

With the revision of the law, consumer co- total household] _

operatives became able to deal with all 13% of market share of eco-friendly
categories of products, from only agricul- products )

tural, marine, livestock and eco-friendly 23% of market share of fair trade products

products.
As of 2010

Characteristics of Korean Consumer Cooperatives

Strongly tied with civil movement for progress of
democracy in socio-economic dimension

Pursue the coexistence of rural and urban Communities

Have the strong responsibility to revive the
Korean agriculture

Changed to deal from ONLY Agricultural, Marine and
Livestocl< Products and Eco-friendly Products to
All Products

Consumer co-op Act enacted in 1998 and amended in 2010:
The Restrictions on the use by non-members despite of
the Revision of the Law



Representative Co-operative Society : ICOOP Korea

3. Representative Co-operative Society

3.1 History and Current Status

iCOOP Korea became ICA member in 2008. It
is the sole Korean consumer co-operative that
is an ICA member.

It was founded in 1998 by citizens in the com-
munity, who were mainly housewives. Since its
foundation, it has had a strong relationship
with the producers.

In the beginning, its name was “21st Century
Consumer Co-operatives”. It has changed its
name several times and became iCOOP KO-
REA in 2008.

Its core value has always been to promote
“ethical consumerism”. This value is strongly
connected to humanism, environment protec-
tion and food safety.

ICOOP KOREAS History

1998 EstablishnefT)t of'21Century Consur>er
Co-operatives

Started as an association of consumers and
producers

2G02_Estblishemnt of Korean Association of
Consumer Co-operatives

2008 Name change to iCOOP Solidarity of
Consumer Co-operatives

2008 _Gaining full memt)ership in die ICA
2010.08 Held ICAICOOP Worlcshop on
Development of Consumer Co-operstives

2011.09 Name change from iCCX)P Solidarity of
Consumer Co-operatives to iCOOP UNION
2011.10 _iCOOP Seed Foundation approved as
'designated donation organization' by
government

2012.02_Name change form iCOOP Assodation
of Consumer Co-operatives to ICOOP Consurmer
Activities

The Meaning of ICOOP

1 ' individual, ideal, innocence and innovation

Individuals promoting ttie Ideals(sharing and cooperation)
of the group, never losing sight if our original innocence
and practicing innovatjonas a consumer Cooperative.

In 2011, iCOOP Ko-

rea group individual
membership reached

155,705 (-1-31%), its

turnover 3,002 KRW

(-1-14.02), and the
number of stores
115 .

COOP



Representative Co-operative Society: iCOOP Korea

History and Current Status (contd.)

The structure of iCOOP Korea is based on its
policy, “Co-existence of Consumers and Pro-
ducers”.

According to this policy, it invites consumers,
producers and its staff to join the co-op as
members. The membership structure is di-
vided in two parts, i.e. consumption part and
production part.

The consumption part is invested and operated
by 75 nationwide primary coops and its mem-
bers. The core members of primary co-ops are
housewives.

The production part is invested and operated
by iCOOP Association of Producer Group,

whose members are producers who are in con-
tract with iCOOP Korea.

Through the co-operation among consumers,
producers and coop employees, iCOOP Korea
has achieved a synergy effect in its movement.

Structure of iICOOP KOREA

The The
c.onsij- Pirod JC 1
mipticm =tiorl j
Part Part r
ICOOP UNION +  I00OP Association of

iCOOP Consumer Activities

Mutual Aid Society for
Enhancing Korean Agriculture

ICOOP Cooperative Institute
COOP Store

KCOD

ICOOP Seed Foundation

Total 11

Invested and operated by
75 nation-wide
member co-ops and
members

Producer Group

ICOOP Agricultural
Production

. ICOOP Fruits & Vegetable
. ICOOP Organic Food Supply
ICOOP Ramen
iICOOP Uvestocl< Products
COOP Bakery

Total 10

Led by ICOOP Association
of Produ(»r Group



Representative Co-operative Society: iCOOP Korea

3,2 Business Results

. #0f
turnover CAn. Direct charge #0f
year (KRW) Yeaeraorn membership growth rate member Noartgar?nl
y (Total mambersMp/person) coop stores
1998 15.2 633 6
1999 29.4 93.40% 1.229 94.10% 7
2000 53.3 81.20% 2.470 100,90% 15
2001 83.0 55.70% 3,330 34.80% 26
20D2 165.0 98.70% 7.538 26.30% 35
2003 287.0 73.90% 11.645 54.40% 46
2004 494.4 72.20% 15.368 31.90% 58
2005 601.0 21.50% 16.808 9.30% 62
2006 760.0 26.40% 20.097 19.50% 62 6
2007 942.4 24.00% 22.350(34,291) 11.20% 65 25
2008 1.301.50 38.10% 35.204(54.660) 57.5%(+59.4%) 70 38
2009 2.062.00 58.40% 56.100(78.593) 59.3%(+43.7%) 73 66
2010 2.632.70 27.60% 85.116(118,824) 51.7%(+51.1%) 75 96
2011 3002 14.02% 109,753(155,705) 28.9%(+31%) 75 115
* asof Dec. 2011
Unit hundred mil.,, KRW (lUS$ =1103 KRW approx.)
3500
2000 : 15 primary co-ops 3002
3000 2,470 members
2011.05: 75 primary co-ops
157,427 members
2500
Target
. 9 . 2000
contribution
for 2012
T 1500
KRW350billion
1000
SO0
287

15.22B”"B3.3 83 X |
Unit hundred mil., KRW iffM int aooo 2001 zooa aooi 2004 zoos zoot 2007 MO 2011



pepresentative Co-operative Society: iCOOP Korea

3.3 Main Businesses

Home Delivery Service
7 logistic centers and
8 delivery centers

Online Order System

Natural Dream Stores
Total 115 (May.31.2012)

prganic Food Cluster and
ICOOP Valley

_ A Mark
] Production to distribution

verification system

iCOOP Korea's and its primary coops’ core
business is to provide their members with safe
and reliable products.

There are two pillars of business, i.e. Home
Delivery Service and Natural Dream Stores.

The operation of two businesses are com-
pletely different.

Home Delivery Service is a centralized system
and is operated by iCOOP Korea at the ex-
pense of its primary coops. In order to central-
ize the system, iCOOP Korea closed local
warehouses and combined delivery systems
with its primary coops. Thus, it decreased the
total operation cost from 20-25% to 7%.

Natural Dream Stores are operated by iCOOP

in'* )
'COOP«tall*IEi

6™ 22U

Many primary co-ops of iCOOP
KOREA have their own co-op
centers as a community space for
their members

Korea's primary co-ops. Every store is inde-
pendent financially. When a primary co-op
opens a store, it invites its members to invest
in the new stores.

Recently, iCOOP Korea is starting a new chal-
lenge called “Organic Food Cluster and
iCOOP Valley”.

This Project has two phases:

Organic Food Cluster: A complex of iCOOP
Korea's producers. Production fields and proc-
essing plants will be built together.

iCOOP Valley: Located near the Organic Food
Cluster, it will be a space for eco-friendly
farming, gardening and residential area.



Representative Co-operative Society: iCOOP Korea

3.4 Business Strategy

Business

Activity

Starting with 6 local co-ops as an association of consumers,

producers and staffs
Ethical Consumerism - Consumption and social movement
Protection and support of Eco-friendly agriculture

Based on its strong identity “Ethical Con-
sumerism”, iCOOP Korea conducts its busi-
ness activities involving consumers, produc-
ers and even its staff. iCOOP Korea calls
its way of business strategy “Co-existence
of Consumers and Producers”.

iCOOP Korea has included in its 4th Stage
4-year Goal 2012-2016 to achieve 700 bil-
lion KRW turnover with 350,000 member-
ship.

To accomplish this goal, it sets four pillars
of business strategies as follows:

1. Strengthen infrastructure,

2. Promote member centered business,

3. Strengthen corporate image through
Natural Dream brand.

4. Promote solidarity among consumers,
producers and iCOOP Korea staff.

In addition, bond with the Community is
also important for iCOOP Korea. Thus, it
includes in its activities of 4th Stage Goal
how to develop its business in collaboration
with the local community;

1. Contribution to the community,

2. Become an innovator in the commu-

nity,
3. Create business concerning aged soci-

ety, health consciousness, cultural and
housing problems with the members,

4, To establish a Co-operative Commu-
nity.
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3.5 Home Delivery Service

iCOOP Korea runs a unique business called
“Home Delivery Service”.

Co-op members place the order of products
in the catalog and the products are deliv-
ered to their home by CO-OP truck.

Since online shopping is popular in Korea,
most of the members order the products
through internet.

Members can choose the payment system
both from bank transfer system and credit
card.

iCOOP Korea focuses the products of Home
Delivery Service on eco-friendly products
aimed at food safety.

Therefore, it tries to use the space of Cata-
log to give information on products and pro-
ducers to its members.

Contract . staff ;n
Production products
d Wsrshauss
Avetable oducer CBfitsr
R, S
msmber
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Delivery
products
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activities in
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Distribution
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Ordered
products are
sorted in
delivery
boxes
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3.6 Natural Dream Stores

Natural Dream Store is the unified store brand
name of iCOOP Korea and its primary coops.

The concept of the stores is;

1. Operated mainly by coop members’ invest-
ment.

2. Each store is financially independent.

3. Majority of products is iCOOP Korea brand.

In 2012, there were 115 stores with 193m2 sales
space in average. The average no. of sold items
is 2,000 KRW. The average no. of daily custom-
ers is 150 to 200, and their average monthly pur-
chase amounts to about US$ 250.

Categories of products are organic vegetables,
meat, marine products, bakery/pizza, fair trade
products, etc.

Although the stores are financially independent,
iCOOP Korea supports the stores providing
managerial consultation and staff training ser-
vices.

$ Turnover
15.000.000

10.000.000

5000,000

2007 2008 2009 2010 2011 2012

-e-Home -1-Shop

Year

With the increase of no. of Stores, the turnover
of Stores surpassed that of Home Delivery
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3.7 Merchandise Policy

iCOOP Korea has a strong policy to deal
mainly with its brand products.

Currently, there are 3,459 items originally
produced for iCOOP Korea.

Fresh food products are mainly produced by
its member farmers and producers.

As for the processed food products, iCOOP
Korea has two private label brands:

Natural Dream (400 items):

iCOOP Korea's premium brand covers bak-
ery and store business.

Selection and develop-

ment of products are con-

ducted through mem-

bers’ participation.

Saeng-hjoip (coop in Korean):

This is a sub-brand meeting members’ needs
for more affordable prod-
ucts.

In addition to its private

brand products, iCOOP

Korea supplies imported products through
fair trade. It has a Fair Trade Fund to sup-
port the producers.

Transparency is another im-
portant value of iCOOP Ko-
rea’s merchandise policy. “A”
mark is a verification system
of traceability of products. It
has a catchy phrase “from
Farm to Table”.

fromfomioTable

12



Outlook of Korean retail market

Outlook of Korean retail market

Total retail market sales in South Korea was
estimated to account 252 trillion KRW in 2009.

The retail market in South Korea has devel-
oped dramatically since the first hypermarket
was opened in 1993, with the liberalization of
large-scale business to foreign retailers in
1989.

Modern formats such as hypermarkets, super-
markets, convenience stores and online retail-
ers have grown rapidly in these two decades.

Conventional Mom-Pop stores and street mar-
kets were replaced by modern formats.

4. Problems and Future Visions

4.1 Problem areas/constraints

Currently, iCOOP Korea is facing problems

as follows:

1. Strict legal restrictions on non-member
purchase.

2. Disadvantages in taxation system com-
pared with other sectors of co-
operatives.

3. Inadequate tax support system on As-

13

Currently, almost half of Korean retail market
is composed of the modern format retailers.

Among them, hypermarkets are most success-
ful.

A characteristic feature of Korean retail mar-
ket is that the composition of online retailers
is higher than in other Asian countries.

Online retailers, including internet shopping,
and TV home-shopping have attracted the Ko-
rean consumers because of their convenience
and price. It is estimated that this field will
grow further.

sociation or National Association of Co-
operatives.

In order to solve these problems, iCOOP
Korea consults with the Fair Trade Com-
mission (FTC), the Ministry of Strategy and
Finance and the National Assembly mem-
bers, and proposes to them some reform
measures.



Problems and Future Visions

4.2 Future Visions

Government policy concerning consumer co-operatives is as follows:

Work in progress to establish rules and standards for starting Mutual-aid business in
2012

To establish effective plans for the sound growth of Health Co-operatives based on co-
operative identity adopted by ICA in 1995.

Consultation with the relevant Ministries for the support on taxation system of con-
sumer co-operatives.

New support measures to promote the development of consumer co-operatives which
are channels for direct transaction between consumers and producers.

To provide consumer co-operatives, which are coping with the competition with large
retailers, with management advisory services, for their further development.

iCOOP Korea

As a leading protagonist of ethical consumerism in Korean civil society, iCOOP
KOREA will establish continuously its original supply chain, logistics network, retail
sale channels with its consumer members.

iCOOP KOREA aims to accomplish 350 thousand members, KRW 700 billion turn-
over, 300 sales outlets, 2 organic food industry clusters in Goesan and Gurye, and 100

co-op’s citizenship schools by 2016.

Relationship with the Government

The relationship between Korean consumer
co-operatives and the government is good.
However, due to the sectorally fragmented
legislation on co-operatives and different
background of development, there are still
inconveniences and constraints on business
activities of consumer co-operatives.

One of the problems is the disadvantages of
the tax system. Consumer co-operatives do
not have any tax cuts compared with other
sectors.

Another problem is strict restrictions on the
purchase of non-members.

14

In consultation with the Fair Trade Com-
mission (FTC) and the Ministry of Strategy
and Finance, consumer co-operatives are
seeking a solution to improve the situation.

The Ministry of Strategy and Finance is
planning to create a new division for co-
operative affairs, in connection with the
enforcement of the “Framework Act on Co-
operatives” which will come into effect in
December 2012.



Relationship with the Government

6. Basic Information on Korea

Name Republic of Korea K ORER SOUTH KOREA
Capital Seoul
Chunchvon
Largest city Seoul
|IT.hI’f\ ‘#S}aj ~S*mch«og ULRSSN(E-&_Q
Government Unitary Presidential Consti- WA BN e -
tutional Republic HRITR AUNCING i«
Area 100,210 km2 : mfﬁf‘m 51 — of
BujcMoO  Wftmifc o o -
Population 50,004,441 [2012 estimate] Sscnoti ° prvein
: e x M cr OG»mpo
GDP (PPP) US$1,556 trillion M%DWM|WV%WD
[2011 estimate ] RAGLIR - oeng
Currency South Korean Won (KRW) 1eBPo yay Tun G0Ke00

chodoe  OAI Kofimg

a4 ¢GRI

oMnwiO

From: Wikipedia
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Malaysia

Highlights of consumer co-ops
A Micro and small retail co-operatives

N Trinity of MCSC, ANGKASA and CCM

1. Co-operative movement in Malaysia

Contents

1. Co-operative movement

Co-operative movement in
Malaysia started in the early
20th century. At that time farm-
in Malaysia.........c..cccccueee.. lers in rural areas were op-

pressed and exploited by middle*
. Outline of Consumer men under the “padi kunca
CO-0PS..eeeeiiiiiiieaeeiiieeaeene 6 (padi: rice, kunca®™ volume of

rice)” scheme.
. Problems and future )

visions 14 Farmers had to sell even their
rice fields before their crops
. Relationship with the were planted, to service their

Government.................... 15 credit payments.

. Basic information In urban areas, low wage work-

on Malaysia..................... 15 ers, including civil servants,
were vulnerable to money lend-
ers.

Under these circumstances, the
idea of co-operatives was intro-
duced and the office of the Di-
rector of Co-operation was es-
tablished in Taiping, Perak in
1922.

In the same year, the Co-
operative Societies Enactment
1922 was enacted to supervise
co-operatives.

The objectives of co-operatives
were to encourage thrift, self-
help and co-operation among

1

those who were in need. During
the first year of introduction of
co-operative movement, 6 rural
credit societies, 3 government
servants co-operative thrift and
loan societies and 2 co-operative
stores were established.

Currently, co-operatives in Ma-
laysia are regulated by the Co-
operative Societies Act 1993 and
the Malaysia Co-operative Socie-
ties Commission Act 2007, un-
der the administration of the
Ministry of Domestic Trade, Co-
operatives and Consumerism
(MDTCC).

The Malaysia Co-operative So-
cieties Commission (MCSC) is a
statutory body under MDTCC
and acts as registrar and regula-
tor of co-operatives in Malaysia.
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Co-operative movement in IVlalaysia (contd.)

STATISTICS OF
MALAYSIAN CO-OPERATIVE MOVEMENT

NO FOR TOA INCMDA 1 TDA $AES VA AT TURNDAR FRAHT/ loss
aas MEVEERS RV RV RV) IRM__
1 JaaNdME 1 1 3siniim,i7z 1 sU2mM7 1
2 HITHNNE 50 191334 476270131 991439979 1,285077544 270946903
5 MWK 1 1.7*1 ™1 11.... m 1 a%i06.7341 »H.»1.303]
4 HOBNG e’} 147633 175076986 754,841,998 66,736,637 8H1.8
IVBRRAL 1 | MNOrMH&0 1 AT 1 1.ANA4&,
6 %Jn‘ﬂm X0 539818 2064232 90 5 696,536,612 1,005169
W { X3BIAL 78Sk« 1l —r—-tgrl 2S3BB6Mjl
7 GINSIRLCIION ISl 112083 5081547 18797086 865088091 11,9833
- 1T<J«»O'm‘l'l(]\l 1 137>9 1 S72C5363 1  Z1U24nN74 ] 567856033 )
9 FRIE 164 636411 21781600174 4742497538 1406397764 51334,376
700030 1046349141 RSP 230882634 2619177945
1 "1

Sue MiagaQyqeraiheSwidies GrimisinEsat DT

According to the data provided by the Malay-
sia Co-operative Societies’ Commission
(MCSC), there were 9,074 registered co-
operatives in Malaysia with over 7 million
members at the end of 2011.

Thus, about 25% of the total population of Ma-
laysia were members of co-operatives.

In terms of membership, consumer co-
operatives are the largest in number. The to-
tal membership of consumer co-operatives was
2.63 million at the end of 2011, followed by
credit co-operatives totalling 1.91 million.
However, service co-operatives had the high-
est turnover that exceeded RM 14 billion.

Compared with other agricultural countries
such as China, India, Japan and Thailand,
agricultural co-operatives are not so active in
this country. The membership of agricultural
co-operatives amounted to 416,200 and the
turnover amounted to RM 858 million in 2011.

1US$ = 3.05 RM approx.)

Co-operatives Turnover
Size No. % RM %
billion
Large 158 1.7 21.5 93.5
Medium 425 4.7 0.8 3.5
Small 1,027 11.3 0.4 1.7
Micro 7,464 82.3 0.3 1.3
Total 9,074 100 23 100

The majority of co-operatives are micro
and small. The turnover ratio of 158 large
co-operatives accounted for 93.5% in

As for Dec. 31 2011 (MCSC)
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Co-operative movement in Malaysia (contd.)

The co-operative movement has been growing
steadily . During 2005 to 2009, the number of
co-operatives increased at an average rate of
9.4% a year, membership 4.7%, share capital
8.2%, assets 20.8%, and turnover 17.0%.

The Malaysia Co-operative Societies’ Commis-
sion (MCSC) categorises the co-operatives in
Malaysia into four clusters as follows!

1. Large co-operatives’ Annual turnover of
RM 5 million and above

2. Medium co-operatives: Annual turnover of
RM 1million to less than RM 5 million

3. Small co-operatives: Annual turnover of
RM 200,000 to less than RM 1 million

4. Micro co-operatives: Annual turnover of
less than RM 200,000

According to MCSC, the strength of co-
operative movement in Malaysia lies in the
service sector, in particular with the financial
services, i.e. banking and credit/finance, which
contributed 89% to the total turnover of the co-
operatives in 2011.

N N N N N

hance the development of co-operatives.

The

In consumer sector, there are still many small
and micro co-operatives running retail shops in
rural areas.

Until 2001, government policies relating to co-
operatives were focused on legal compliance.
To strengthen the role of co-operatives in the
national economic development, the govern-
ment issued specific policies for the co-
operatives in 2002, with the introduction of the
National Co-operative Policy (NCP) 2002-2010,
and with its expiry, the next ten-year NCP
2011-2020 launched in 2010.

Under the NCP 2002-2010, the structure of co-
operative administration was reviewed and re-
structured. All co-operatives were placed un-
der one Ministry, with the MCSC as the sole
authority.

Before this, agricultural co-operatives were su-
pervised by the Farmers’ Organization Author-
ity of Malaysia (LPP), and the fishery co-
operatives were supervised by the Malaysia
Fisheries Development Board (LKIM).

The NCP 2002-2010 included strategies to en-

strategies include plans and criteria for the busi-

ness development, access to financial resources,

promotion of entrepreneurial ideas, and enhance-

ment of legislation.
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Co-operative movement in Malaysia (contd.)

ANGKASA is the sole apex organization of co-
operatives in Malaysia. It was founded based on
the decision of the First Congress of the co-
operative movement in Malaysia in 1966.

The objectives of ANGKASA are to unify Malay-
sian co-operatives, to represent the co-operative
movement at national and international level, to be
the custodian of co-operative ideology, to facilitate /
assist in the development of Malaysian co-
operatives.

Both primary co-operatives and secondary co-
operatives of all sectors are invited to become
ANGKASA members.

The membership of ANGKASA is voluntary and
open to all co-operatives in Malaysia under the Co-
operative Societies Act 1993.

Every co-operative applying for ANGKASA mem-

bership has to pay one-time registration fee of

a. RM 30 for school co-operatives

b. RM 100 for primary co-operatives
c. RM 200 for secondary co-operatives
d. RM 300 for tertiary societies

Share capital and subscription fee are not required
to become ANGKASA members.

ANGKASA members’ business fields are diversi-
fied, i.e. banking, credit, health, agriculture, con-
sumers, land, fisheries, transportation, insurance,
housing, enterprise, education, women and worker.
Credit sector is the largest in terms of revenue.

In September 2012, ANGKASA had a membership
of 4,818. Among them, 3,013 are consumer co-
operatives (2,036 school co-operatives and 977
adult co-operatives).
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National Co-operative Policy (NCP) 2011-2020

In macro perspective, NCP 2011-2020 defines
co-operative sector as an effective contributor
to national development.

In  micro perspective, NCP defines co-
operatives as generators of economic growth,
competitive business entities, an effective self-
help organizations, and sensitive and proactive
towards the environment.

In the foundation of NCP lies the national mis-
sion to move the economy up the value chain
and address persistent socio-economic inequali-
ties constructively and productively.

Co-operative movement in Malaysia (contd.)

The final goal of NCP is to increase the contri-
bution of the co-operative movement to the
GDP (5% by 2013 & 10% by 2020) through pub-
lic confidence, supervision and good govern-
ance, and development of co-operative eco-
nomic activities.

In implementing the above policy, focus is
given on the economic activity result areas
namely financial services, wholesale and retail,
health care, agriculture and plantation.

To realize its goal, NCP sets 5 strategic thrusts
as detailed in the chapter on Future Visions.
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2. Outline of consumer co-ops

There is no clear definition of consumer co-operatives in
the Co-operative Societies Act 1993 and Malaysia Co-
operative Societies Commission Act 2007.

According to MCSC, 9,074 registered co-operatives in
Malaysia at the end of 2011, with 7 million members.
As for consumer co-operatives, there were 4,136. Con-
sumer co-operatives comprised of two categories, adult
and school.

Adult consumer co-operatives are co-operatives that op-
erate stores in cities and companies. Their members are
local citizens and company employees. School co-
operatives run stores in secondary schools. Their mem-
bers are students and employees of the school.

Consumer co-operatives operate business in all states
and the federal territories. Except for some big institu-
tional multipurpose co-operatives such as Co-Proton and
Co-Petro, most of them are small in size and belong to
micro and small clusters.

No. of ANGKASA members (consumer
co-operatives as on September 2012-

States
Johor
Kedah
Kelantan
Melaka

N. Sembilan
Pahang
Perak

Perils
Pinang
Sabah
Sarawak
Selangor
Terengganu
Federal I.
Total

ANGKASA HP)

Adult
67
41
63
42
51
76

115
17
60
74
79

103
65

124

977

School
230
147
148

80
111
173
222

29
122
129
166
243
140

96

2,036



Outline of consumer co-ops

<Consumer Co-op Project conducted by MCSC>

1

Wholesale

Ministry of Domestic Trade ,Co-operatives
and Consumerism started to give licenses
to sell controlled items (sugar, rice, cook-
ing oil, flour, LPG gas) to wholesale co-
operatives from 2011. The main objective
was to uniform the price of products in the
country. Prior to this, the prices of con-
trolled essential items differed, especially
in rural areas. In 2011, licenses were is-
sued to 71 wholesale co-operatives .

Retail shops (TUKAR Project)

MCSC is subsidizing RM 50,000 per shop
to renovate and rebrand co-op shops.
TUKAR means transformation in the Ma-

lay language. MCSC is trying to standard-
ize the logo and image of shops. In 2011,
106 co-op shops were transformed using
the Co-op Mart logo.

Rebranding ofco-operative petrol Kiosks

In rural areas, there are 1to 2 petrol kioks
in every town. MCSC collaborated with
Smart Stream Resources Pte. Ltd. to re-
brand petrol kiosks owned by co-operatives
in rural areas. This Project is called
SMART stream. In 2011, 5 co-operative
kiosks were upgraded bringing the total to
25.

Supermarkets

In 2011, 3 co-operative supermarkets with
more than 3,000 sq. ft. were upgraded.
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Outline of consumer co-ops (contd.)

5. Distribution centers

In 2011, 2 distribution centers owned by
the co-operatives were established. These
wholesale co-operatives have the licenses to
sell controlled items.

All the above programs are giving good busi-
ness results to consumer co-operatives.

The subsidies from the government are allo-
cated from MCSC development budget.

In addition to the subsidies, co-operatives are
able to obtain soft loans from the government
at a much lower rate than private banks.

Renovation of Co-op Mart
in Co-operative College (TUKAR Project)

After re-branding of the store



Outline of consumer co-ops

<Development of CO-OP brand products>

MCSC has collaborated with FELDA Trading
co. Itd. in developing CO-OP brand products
(CO-OPI Malaysia). FELDA Trading co. Itd. is
a subsidiary of FELDA Co-operative (Koperasi
Permodalan Felda Malaysia Berhad).

By 2012, 71 CO-OP brand products have been
developed in essential categories such as food,
beverage and detergents. The products are sold
at co-operative stores.



Outline of consumer co-ops

Supply Chain FTSB

UnilMw

Suppliers

Store
Cotrolled Prducts

DC Sabah

CDC Subang Jaya: Distribution center in Subang Jaya

Controlled Products: Controlled products listed by the Ministry of Domestic Trade Co-
operative & Consumerism such as sugar, flour, etc.

DC Koop Sarawak/Sabah: Co-op distribution center in Sarawak/Sabah states in Borneo

10
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Outline of consumer co-ops (contd.)
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Outline of consumer co-ops

<Consumer Projects conducted by ANGKASA>

In addition to the projects conducted by
MCSC, ANGKASA is carrying out projects to
revitalize school and mosque co-operative re-
tail stores.

These projects are consistent with the Na-
tional Co-operative Policy (NCP) 2011-2020
and are aimed at increasing the contribution
of co-operatives to GDP.

School co-operatives in Malaysia are basically
involved in 3 important business :

a. BUSANA - supplying and selling of school
uniforms. Its objective is to supply school
uniforms along with other school supplies
(shoes, school bag, etc.) at below market
price. This also helps school co-operatives to
expand its business and increase economic
activities of the co-operatives.

and also special session on sharing of infor-
mation on specific prominent figure. These
packages are to be sold to other co-
operatives in other states to generate in-
come for the co-op. the package is also of-
fered to international co-operatives inter-

12

b. Retail stores in school - the typical co-op
stores are involved in selling stationery
products. ANGKASA is assisting school co-
ops to revitalize their shops into small retail
stores selling consumer products.

c. Tourism Package - school co-operatives are
also involved in the tourism industry
whereby the school co-operatives involved
will design/develop a tourism package in-
volving visits to historical places of interests

ested to learn about school co-operatives in
Malaysia.

The development and revitalization of mosque
retail shops are aimed also to strengthen the
bond between citizens and community.



Outlook of Malaysia retail market

According to the information from the Depart-
ment of Statistics Malaysia, the growth rate of
Service sector rose by 6.3% in the second quar-
ter of 2012. The growth of wholesale and re-
tail trade accounted for 5.9%. The main con-
tributor was the retail segment, followed by
finance and insurance.

Census of Distributive Trade for reference
year 2008 has given a new benchmark to the
estimation of wholesale and retail trade activ-
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ity. This data has been taken into account in
the rebased GDP.

In 2011, hypermarkets, convenience stores,
department stores and mini-markets enjoyed
the biggest increase in sales.

While, conventional retailers including Pop &
Mom stores faced harsher competition from
big retailers and their sales continued to de-
crease.
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3. Problems and Future Visions

Problems:
Problems of consumer co-operatives in
Malaysia may be described as follows!

1. Lack oforganizational scale

As mentioned, most of the adult con-
sumer co-operatives in Malaysia are
micro-small co-operatives.

2. DifUculties in increasing share capi-
tal

Many consumer co-operatives find it
difficult to increase member share
capitals. Thus, it is also difficult to
increase the ownership awareness of
their members.

3. Lack of professional
skills

management

Most of consumer co-operatives in
Malaysia do not have strong retail
management skills to face the harsh
competition with the private retail-
ers.

I

14

Future Visions:

NCP 2011-2020 sets the performance indi-
cators as follows!

1. Strategic Thrust1

Stimulate participation of co-operatives in
high value economic sector

2. Strategic Thrust?2

Strengthen the capacity and capability of
co-operatives

3. Strategic Thrust 3

Create and develop the capability of hu-
man capital in co-operatives

4. Strategic Thrust4

Improve public confidence in the

operative movement

5. Strategic Thrust5

co-

Strengthen co-operatives through effective
supervision and enforcement
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4. Relationship with the Government

Co-operatives in Malaysia have a good rela-
tionship with the government.

Since almost half of co-operatives in Malaysia
are not affiliated to ANGKASA, the govern-
ment plays a big role especially in the activi-
ties of micro and small co-operatives.

Co-operatives with less than MYR750,000
members’ fund are exempted from tax.

In August 2012, Co-operative Commission of
Malaysia (MCSC), ANGKASA and Co-
operative College of Malaysia (CCM) signed
an agreement to clarify their roles in the co-
operative movement as follows!

1) MCSC as a body entrusted with the co-
operative movement is responsible for the
development and supervision of co-
operatives and the co-operative sector.

2) Co-operative College of Malaysia (CCM)
is responsible for building and enhancing

3)

5. Basic Information on Malaysia

Name Malaysia

Capital Kuala Lumpur

Largest city Kuala Lumpur

Government Federal Constitutional
Elective Monarchy and
Federal Parliamentary
Democracy

Area N 329,847 km2

Population 28,334,135 [2010 census]

GDP (PPP) US$472,942 billion
2012 estimate

Currency : Ringgit (MYR or RM)

From- Wikipedia

human capital competency co-operatives
through skills training and higher educa-
tion.

ANGKASA as the apex co-operative body
given the responsibility to stimulate and
develop co-operative business and to net-
work nationally and internationally.

<States> Johor, Kedah, Kelantan, Pahang, Perak, Selangor, Terengganu,
Negeri Sembilan, Perils, Melaka, Pulau Pinang, Sabah and Sarawak

<Federal Tenitorles> Kuala Lumpur, Putrajaya, and Labuan.
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1. Co-operative movement in Myanmar

Co-operative movement in Myan-

mar started early in the 20th cen-
tury. The first co-operative was
N credit co-operative society that
aimed to help farmers and was

established in 1905 .

2011, Myanmar Co-operative

Movement has a total of 11,233
organizations. The breakdown of
these societies are 1 apex, 20
Aunions, 461 federations, 10,751
co-operative societies.

Myanmar co-operatives are in-
volved in all fields of the econ-
omy. Among all sectors, agricul-
tural co-operatives are the big-
gest. In fact. Agricultural Co-
operative Union is the biggest
exporter of beans and pulses.

Banking co-operatives are also
active. Co-operative bank is
known as CB Bank and has 16
branches throughout the country.

Office of CCS in Yangon

Currently, CB Bank is the second
largest bank in Myanmar. 10
more branches will be opened
soon.

Consumer co-operatives belong to
the trading sector.

The Central Co-operative Society
Limited (CCS) is the apex organi-
zation of Myanmar Co-operative
Movement. It has 442 co-op socie-
ties as members with 580.91 mil-
lion kyats (MMK) in share capital.
(1 US$ = 851 MMK approx.)



Consumer stores deal with basic
commodities

‘1t 1s more difficult
to establish
consumer co-op
stores in rural areas
than in urban
communities”

Outline of consumer co-ops

2. Outline of consumer co-ops

Central Co-operative Society Ltd.
(CCS) is administrated by the
Ministry of Co-operatives. It was
formed by the amalgamation of
Federations and Union of co-
operatives in the country, and re-
structured in accordance with the
Union of Myanmar Co-operative
Society Law in 1992.

Consumer co-operative societies
are the member of CCS. There is
no distinction between consumer
co-operatives and trading co-
operatives in Myanmar.

Currently, consumer co-operative
movement is not active in Myan-
mar. Co-operatives called
“consumer co-operatives” are trad-

ing co-operatives. Businesses of
trading co-operatives are also
small scale and most of them have
only one small store.

The products sold in stores are
basic commodities such as rice, oil
(peanut oil), and some non-food
items. There are some consumer
co-operatives that provide mem-
bers with service businesses such
as renting kitchenware for par-
ties, but most of consumer co-ops
sell only commodities.

CCS is trying to promote con-
sumer co-operatives in the coun-
try, but faces many difficulties in
expanding businesses.
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3. Representative Co-operative Societies

Currently, there are about 50 retail co-operatives in Myanmar. Most of the co-operatives are small

scale and have 1-2 small stores. Some of these are:

3.1 Aung Takon General Trading Co-op Society

Aung Takon General Trading
Coop Society was established on
the 16th of July 1993. In 2011,
it had 168 members with
910,425 MMK in share capital.

It has only one store and is lo-
cated in Sawbwar Gyigone
Ward of Insein Township in
Yangon. The store is on a street
market stall and does not have
a traditional entrance door.

In the store, they sell basic com-
modities such as rice, peanut
oil, and vegetables.

The average sales per day is
537,000 MMK and the total
sales in 2011 was 40 million
MMK, with an increase of 5%.

The purpose of the co-operative
is to serve neighborhood citi-
zens.

Although the store size is small,
members hold a meeting every
month to discuss the sales re-
sults and marketing of products.

To become a member, the mini-

3.2 Thazin General Trading Co-op Society

Thazin General Trading Co-op
Society was established on
24th April 1993. The members
are neighborhood citizens liv-
ing in Mayangone, Yangon.

In 2011, it had 520 members
with 1,040,000 MMK in share
capital. It has only one store
and is located in 2 Ward of Ma-
yangone Town.

Almost all basic commodities

mum share capital is 5,000
MMK.
are sold in this store. In addi-

tion to rice, oil and vegetables,
consumers can buy also non-
food items such as soap, sham-
poo and other household goods.

The average sales per day is
20,000 MMK and the total
sales in 2011 was 12 million
MMK.

“Rental business” is one of
characteristic activities of this
co-op. Members can rent
kitchen wares when they have
special events such as parties.

To become a member, the mini-
mum share capital contribution
should be 2,000 MMK.



Representative Co-operative Societies

3.3 Yamon Nar General Trading Co-operative Society

Yamon Nar General Trading Co-operative Society 980,000 MMK in

was established on 5th June 1998.

share capital.

The members of co-operative are governmentem- T he co -

ployees. In 2011, there were 28 members with

operative owns
only one store
that is located in
Yamon Nar 2
Ward in Daw-
pon Township.

Basic commodities including rice and oil are sold

in the store.

The average sales per day is 70,000 kyats and the
total sales in 2011 was 20 million MMK. To be-

come a member,

the minimum share capital

should be 35,000 MMK.

3.4 Kya Yan General Trading Co-operative Society

Kya Yan General Trading Co-
operative Society is the biggest
retailing co-operative in Yangon.

In 2011, it had 104 members with
104 million MMK in share capital.

Currently, there are 3 co-op stores
in Ka Yan Township, which are
located in the suburb of Yangon.
Every store is divided into sec-
tions to sell food, dry groceries
and non-food items.

A n

Breakdown of co-operative sectors

IK.

Production sector

Service sector

Although there are big local
markets near the stores,
Kya Yan General Trading
Co-operative is competitive
and is increasing its sales.

The average sales per day
per store is 2 million MMK
and the total sales in ...
was 130 million MMK.

To become a member, the
minimum share capital is
100,000 kya.ts.

Agriculture, industrial and handicraft

Savings and credit, banking, healthcare,

micro-credit, etc.

Trade sector
stores

Domestic and foreign trade, consumer



Problems and future visions

Outlook of Myanmar retail market

Myanmar retail market is a supply driven
market.

Almost 90% of retail market is represented
by traditional small markets called
“Zaycho” where available items are very
limited. “Zaycho” means “cheap price” in
Burmese. Traditional markets run dry food
stores, non-food stores. Recently, the num-
ber of beauty stores is increasing.

Problems and future visions

According to a survey, shoppers visit stores
3.5 times a week in average, spending
about 3,500 MMK (about US$ 4) per each
shopping.

Recently, big retail chains and department
stores established big supermarket stores
and malls in big cities such as Yangon,
Mandalay and Nay Pyi Daw.

4.1 Problems of Myanmar trading co-operatives

Just like in other countries, the number of
modern trading retailers is growing rapidly
in Myanmar. Consumer co-operatives used
to be stronger before, especially university
co-ops, during 1950s. University co-ops had
a membership of over ....00 countrywide.
Now most of university co-ops are closed.

There were no consumer co-operatives in
rural area in the history. In early days agri-

4.2 Future Visions

CCS is now waiting for a new government
policy on co-operatives.

The new policy is expected to include . de-
velopment policies on co-operatives.

The government is eager to encourage co-
operatives to establish a joint venture busi-
ness with private sector.

In this conjunction, CCS is trying to estab-

cultural multi-purpose co-operatives, and
now some agricultural and general trading
co-operatives operate in rural areas and it
is difficult to set up new consumer based co-
operatives.

The government is encouraging CCS to es-
tablish a new model of trading co-
operatives in collaboration with the private
sector.

lish a shopping mall in Sayasan Plaza in
Yangon.

The Mall will be a joint venture with pri-
vate sector. With this initiative, CCS hopes
to enhance the activities of trading co-
operatives in the country.

Unfortunately, there is no clear policy on
how to enhance consumer based co-
operatives.

Relationship with the Government

The Government is supportive to co-
operatives but there is no subsidy or tax
exemption system in Myanmar. Now the
government is revising the organizational

structure of the Ministry, and when it is
finalized, they are expected to formulate a
new policy on co-operatives.
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6. Basic Information on Myanmar

Name
Capital
Largest city
Government
Area
Population

GDP (PPP)

Currency

From: Wikipedia

Republic of the Union of Myanmar
Naypyidaw

Yangon (Rangoon)

Unitary Presidential Republic
676,578 km2

2010 estimate 60,280,000

US$82,679 billion
(2011 estimate ]

Kyat (MMK)
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1. Co-operative movement in the Philippines

Background

According to the information
given by the Co-operative

Development Authority (CDA),
the co-operative movement in
the Phihppines started late in
the 19th century,

Two Filipinos travelling in
Europe during the later part of
~hel9th century were im*
P~essed with the success of a
economic movement in ef-
fecting a gradual metamorpho-
sis of the economic and social
~he people in European
countries.

These two men were Dr. Jose P.
Rizal and Mr. Teodoro Sandiko.
Rizal, after his trip to Sanda-
kan, Borneo in 1892, requested
Governor Despujol that he and
some relatives and friends
wanted to be permitted to move
to that place and found a colony
under the co-operative plan of
Robert Owen.

Instead, he was arrested for

treason and banished to Dapi-
tan, Zamboanga del Norte. In
Dapitan, Rizal had his ideas in
co-operation partially fulfilled.

He set up a school for the poor
community on a purely co-
operative basis. He also estab-
lished a co-operative store with
the help of his pupils. One note-
worthy group organized by Ri-
zal was the La Sociedad de los
Abacaleros (Society of Abaca
Producers).

This Society functioned only for
one year. Rizal returned the
share contributions to the
members without any loss.

Teodoro Sandiko, had a close
contact with the co-operative
movement in Germany during
his travels in Europe. He came
across the Raiffeisen move-
ment.

He was very much impressed
by this co-operative and he
wished to introduce the same in
the Philippines.
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Cooperative movement in the Philippines

Co-operative movement in the Philippines (contd.)

Later, Sandiko was appointed as a Governor,
and had the chance to estabhsh co-operatives.

As soon as Civil Government was estabhshed,
the Fihpinos were encouraged to participate in
the pohtical activities.

Teodoro Sandiko, then governor of Bulacan,
prepared a bill patterned after the Raiffeisen
type of credit union and had Rep. Albert Bar-
reto of Zambales sponsor the bill in the lower
House of Congress.

The principal aim of this bill was to protect
farmers and develop agricultural co-operatives
in the country.

The first attempt failed, but it was put through
again in the Second Philippine Legislature.
This time it was sponsored in the Lower House
by Rep. Rafael Corpuz who succeeded Rep.
Barreto from Zambales.

As soon as the organization of rural credit co-
operatives was in full swing, the Co-operative
Marketing Law (Act 2425) was enacted and
approved on December 9, 1927.

The rural credit associations were designed to
help finance the productive efforts of the farm-
ers. In order to provide incentives to the farm-
ers to produce more, an efficient machinery for
the profitable marketing of their products
needed to be provided.

Wherever rural credit associations were organ-
ized co-operative marketing societies were also
designed to be organized. The apparent weak-
ness of the rural credit co-operatives, however,
failed the enthusiasm of farmers to organize
themselves into co-operative marketing asso-
ciations.

By 1939 only 164 societies were actually or-
ganized with a total membership of around
5,000 farmers. With this number only 35 re-

The bill was ably presented in both Houses and
it was finally passed into law on February ..,
1914 and became Act 2508. When this Act was
finally made into law. Gov. Sandiko earned a
title of Father of Co-operation in this country.

The administration of the Rural Credit Law
was entrusted to the Bureau of Agriculture.
The first rural credit association that was or-
ganized under this Law was the Agricultural
Credit Co-operative Association of Caba-
natuan, Nueva Ecija.

It was formed on October 18,1916. With this
initial organization farmers in the different
provinces were organized.

At the end of 1926 there were 544 rural credit
co-operatives organized in the 42 provinces and
by 1930 there were 571 associations formed all
over the country. In 1935, however, about 90%
of these co-operatives became inactive with no
funds left in their treasury.

ported sale of their products to the Bureau of
Commerce.

The number of associations reporting indicated
that only .. % of the organized associations
were active.

The Filipino economists and students of co-
operatives have often attributed the failure of
co-operative societies to the following causes:

Incompetent management

Lack of proper understanding of the princi-
ples, practices, true aims, and purposes of
co-operative organisations.

Improper use of credits by the borrowers
who, instead of using money borrowed for
production, spent it for fiestas or luxuries.

Defective securities.

Political interference particularly in the
collection of overdue accounts.

Lack of compensation of officers.
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Co-operative movement in the Philippines (contd.)

Inadequate character and moral responsi-
bility in handling the other fellow’s money.

Lack of adequate safeguard against unscru-
pulous officers who took advantage of their
position to grant loans to themselves and
their compadres which later proved disas-
trous to the system.

The dominance of the individualistic atti-
tude instead of the spirit of co-operation
among the people.

Inability of co-operatives to secure ade-
guate capital.

Their dependence on alien suppliers and
distributors.

Ineffectiveness of the government and pro-
motion of co-operative organizations.

Inadequate marketing facilities.

Considering the experiences of similar societies
in other countries, however, the fundamental
cause of failure in a co-operative enterprise is
the lack of proper understanding of the princi-
ples and true aims of co-operative associations,
and the non-adherence to them in actual opera-
tion of co-operative enterprises.

In recognition of the strategic position occupied
by farmers in the social structure and economic
development of the country, the Congress of the
Philippines in 1952 enacted Republic Act 821.

This law established a system of liberal credit
which is specially designed to meet the needs of
the small farmer.

It also created an administrative agency known
as the Agricultural Credit and Co-operative
Financing Administration (ACCFA).

[Extracted from: CDA Home Page]

2. Outline of Consumer Co-operatives

Co-operatives in the Philippines are adminis-
trated by the Co-operative Development Au-
thority, which is the Office of the President.

The ruling Law of co-operatives is the Coop-
erative Code 2008.

The structure of co-operatives is in three-tier™
primary, secondary, and tertiary.

In 2011, 20,547 co-operatives were registered
to CDA. The biggest sector is credit union.

Around 80% of co-operatives are multi-purpose
co-operatives.

National Confederation of Co-operatives
(NATCCO) is the biggest multi-service na-
tional federation of co-operatives in the Philip-
pines. It was first founded by the credit union
pioneers.

federation.
als as co-op members (2o :).

In 1986, it was transformed to a multi service
It has around 1.6 million individu-

NATCCO joined the billionaires group of co-

operatives in 2009, and is the only billionaire
co-operative federation in the country.
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3. Representative co-operative societies

Consumer co-operatives in the Philippines is
not active. Most of them are small scale and
their operations are not in good condition.

There is no clear definition of consumer co-
operatives in the Co-operative Code 2008.

NATCCO has an Enterprise Development Cen-
ter, which is in charge of developing CO-OP
Mart concept stores. NATCCO is trying to de-

velop retail business within its member organi-
zations.

This concept is adopted by some NATCCO
member organizations that are credit unions
and multi-purpose co-operatives.

CO-OP MART - Soro-soro |Ibaba
Development Co-operative (SIDC)
located in Batangas City

Co-op Mart ADTEMPCO (Multi-Purpose Co-operative) in Bangued, Abra
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Outlook of the Philippines retail market

The majority of retail market in the Philip-
pines is composed by micro-small Pop-Mom
shops, so called Sari-sari stores.

A sari-sari store is a convenience store
found in the Philippines. The word sari-
sari is Tagalog meaning "variety". Such
stores form an important economic and so-
cial location in a Filipino community. These
are present in almost all neighborhoods,
sometimes even in every street. Most sari-
sari stores are privately owned shops and

Problems and future Visions

4.1 Problems

The problems of consumer co-operatives in
Philippines can be summarized as follows:

A Small size co-operatives

Lack of collaboration among consumer
co-operatives

N Lack of organizational
skills and abilities

professional

Lack of training system

Weak vertical
operatives

structure among co-

There are co-operatives which are regis-
tered with more than . apex organizations
and this has lead to the weakness of verti-
cal structure among co-operatives in the
Philippines.

are operated inside the shopkeeper's house.
Commodities are displayed in a large
screen-covered or metal barred window in
front of the shop. Candies in recycled jars,
canned goods and cigarettes are often dis-
played while cooking oil, salt and sugar are
often stored at the back of the shop.

It is still small percentage but the modern
supermarkets and hypermarkets are also
growing in the Philippines.

4.2 Future Visions

The Co-operative Development Authority
in its 2010-2016 Co-operative Development
Plan envisages the following :

Strengthening and enhancing delivery
mechanisms of the Co-operative Devel-
opment Authority

Providing an enabling environment for
the strengthening and development of
co-operatives

Ensuring local and global competitive-
ness of co-operatives

Promoting co-operation as the vehicle
for the social transformation for people,
planet, prosperity and peace

Massive expansion of
membership.

co-operative
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Relationship with the Government

The relationship of co-operatives with the
government is good.

The Co-operative Development Authority
(CDA) is a government authority created
by the virtue of Republic Act and it is in
charge of both regulatory and develop-
ment of co-operatives.

Basic information on the Philippines

Name . Republic of the Philippines
Capital Manila

Largest city Quezon City

Government Unitary presidential con-

stitutional republic

Area : 300,000 km™
Population ;92,337,852 [2010 census]
GDP(PPP) : US$411,903 billion
(2012 estimate]
Currency . Peso (PHP)
+ US$ =41.40 PHP
approx.)

From: Wikipedia
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1. Co-operative movement in Singapore

1.1 Introduction

The Co-operative concept was intro-
duced in Singapore as early as 1924
at a time when money lending was a
roaring business. There were, at
that time, no institutions, finance
companies or banks which wage
earners, who were struggling to
make ends meet, could depend upon
for financial relief in

times of need.

The Straits Settle-

ment  Co-operative

Societies Ordinance

was passed in 1924

and came into force

in 1925. The first

thrift and loan soci-

ety to be established

was the Singapore

Government Servants' Co-operative
Thrift and Loan Society Ltd, which
was registered on 7 October 1925,
with 32 members.

Between 1925 and 1940, more peo-
ple began to see the usefulness of
the co-operative concept of self-help
and mutual assistance. Altogether
43 thrift and loan societies were
formed to cater to the needs of civil
servants, teachers, custom officers

1

as well as those working in the pri-
vate sector.

The growing number of societies
made it necessary to create a central
organization to enable co-ordination
and collaboration.

The Co-operative Societies Act, 1979,

revised the earlier legislation, taking
into account social and
economic  develop-
ments since 1925. The
Act also made provi-
sion for an apex or-
ganization to enhance
the growth of the co-
operative movement.

On 18th September

1980, Singapore Na-

tional  Co-operative
Federation (SNCF) was formed as
the apex body of the co-operative
movement. It was to serve as cata-
lyst and co-ordinator for the co-
operative societies in Singapore. Its
mission is to promote and develop
co-operatives as sustainable enter-
prises that address social and eco-
nomic needs through the principle of
self and mutual help so as to foster a
more resilient society.



Introduction

Co-operatives in Singapore are administrated
by the Ministry of Community Development,
Youth and Sports (MCYS). The Registry of
Co-operative Societies of MCYS is the Regula-
tor responsible for the administration of the
Co-operative Societies Act and Co-operative
Societies Rules.

All co-operatives are governed by the Co-
operative Societies Act and Co-operative Socie-
ties Rules. In addition, each individual co-
operative would have their own by-laws to gov-
ern their own activities, etc.

The Code of Governance for Co-operatives
(Code) was launched by the Singapore
National Co-operative Federation in 2006.

The Code encapsulates the best governance
practices of the industry and aims to help co-
op boards and management to better fulfill

In addition, the self-evaluation checklist was
formulated to help co-operatives assess their
level of compliance with the requirements
stipulated in the Code. Compliance with the
Code is non-mandatory. The Codes aim to
complement the minimum standards set forth
in co-operative legislation.

There are two types of co-operative societies,
i.e. primary and secondary co-operatives.

A primary co-operative society means a regis-
tered society all of whose members are mostly
individual persons within the co-operative. A
secondary co-operative society means a regis-
tered society all of whose registered members
are co-operative societies. This is prescribed
under Section 39 of the Co-operative Societies
Act of Singapore.

1.2 Structure and legislation of co-operatives in Singapore

their roles. The code is meant to assist all co-
operatives to examine and raise their gov-
ernance standards.

The Code of Governance for co-operatives was
formulated by a co-operative review team
composing representatives from the Ministry
of Community Development, Youth and
Sports, the Monetary Authority of Singa-
pore, the Ministry of Finance, the National
Trades Union Congress (NTUC) and the
SNCF.

It consists of principles and guidelines for
each of the following broad components: board
matters, conflict of interest policy, human re-
source policy, accountability and audit, capi-
tal, assets and funds, corporate communica-
tions (communications with members and
stakeholders).

More than 99% of co-operative members in
Singapore are affiliated to SNCF. The SNCF
represents more than 85% of all co-operators
in Singapore where an estimate of . in every
3 Singapore residents is a member of a co-
operative.
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2. Outline of consumer co-ops

The first consumer co-operative in Singapore
was established in the 1970s, during the eco-
nomic and social turmoil. The global oil crisis
in 1973 gave fear of food shortage to the con-
sumers. In such background, NTUC started
“NTUC Welcome Supermarket” to moderate
the cost of living. The first retail store was
opened in the same year.

The NTUC Welcome Supermarket then
merged with Singapore Employees’ Co-
operative and changed the name to NTUC
FairPrice Co-operative Ltd.

Currently, the biggest consumer co-operative
in Singapore is the NTUC FairPrice Co-
operative Ltd.. The co-operative is owned by
the National Trades Union Congress (NTUC)
members, but is not governed by the Trades
Union Act.

FairPrice has for a long time been included in
the 300 global top co-operatives of Interna-
tional Co-operative Alliance (ICA) list, together
with NTUC Income Co-operative Ltd..

In addition, FairPrice was given the Gold
Award for the Asia-Pacific Top 500
Awards, as an outstanding retailer in the re-
gion.

2010

There are campus co-operatives operating re-
tail stores in the campuses of schools, colleges,
universities, and polj”~echnics in the country.

There are also consumer co-operatives operat-
ing supermarkets, but FairPrice is the largest
consumer co-operative in Singapore and a
leading world-class retailer in Asia.

FairPrice is a household name with a current
market share of 55%.

In 2011, FairPrice Group’s total revenue
reached S$2.4 billion, while group profit from
operations before finance costs and rebates
was S$ 166.3 million. After levy deduction
(equivalent of tax) to the Central Co-operative
Fund and the Singapore Labour Foundation,
the Group’s net profit was S$ 87.8 million.
(lUS $=1.22 S$ approx.)

In 2011, FairPrice won the Platinum Trusted
Brand Award for the Supermarket Chain at
the Readers’ Digest Trusted Awards ceremony.
This Award is voted by the consumers of super-
market chains in Singapore. It was the fourth
year that FairPrice won the award.
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3. NTUC FairPrice Co-operative Ltd.
3.1 History

NTUC FairPrice was first established in 1973
as NTUC Welcome Supermarket in Toa Payoh,
in order to solve the rising oil and daily prices

due to inflation. The then prime minister Lee
Kuan Yew opened the first supermarket in Toa
Payoh.

business, education and consumer retail. The
main objective of NTUC social enterprises is
to help stabilize prices of basic commodities
and services.

Since the start of its business, FairPrice has
not changed its mission to moderate the cost
of living. Whenever there is a food crisis, Fair-
Price has always endeavored to moderate the
price of products. In 2003, FairPrice kept the
prices of vegetables stable despite a strong
demand during the SARS outbreak. During
the Bird Flu outbreak in 2004, it was the first
to drop egg prices. More recently, during the
2008 rice crisis, FairPrice again took the lead
to drop prices of its housebrand rice.

Its 2,000 FairPrice products and the best
value basket of 500 Everyday Low Price
(EDLP) items have strongly supported the

The global oil crisis in 1973 had led to fears of
food shortage. The NTUC decided to establish
a co-operative supermarket to ensure that the
essential items were made available to Singa-
poreans at affordable prices.

Around the same time, other unions such as
the Singapore Industrial Labour Organisa-
tion and Pioneer Industries Employees Un-
ion also set up co-operatives to run supermar-
kets. The two organisations later merged in
the early 1980s to form the Singapore Employ-
ees Co-operative (SEC).

In May 1983, due to competition, NTUC Wel-
come and SEC merged to form a larger co-
operative which was known as NTUC Fair-
Price Co-operative Limited.

NTUC became the sole national trade union
center in Singapore. Its social enterprises ex-
panded to various fields such as childcare,
healthcare, insurance, housing, eldercare, food

business. The first FairPrice housebrand
products were introduced in 1985 to offer bet-
ter value and savings to the customers. After
that, FairPrice started a basket of Everyday
Low Price (EDLP) essential items priced
equal to or lower than competitors.
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3.2 Member admission and withdrawal

Membership of co-operatives are governed by
both the Co-operative Societies Act and the
by-laws of the respective co-operative socie-
ties.

In the case of FairPrice, the requirement is
to be a member of a trade union affiliated to
NTUC.

Those who want to become a FairPrice mem-
ber pay share capitals. FairPrice has both
individual and institutional members.

Members receive dividends to their share
capitals every year. The rate of the dividend

3.3 Governance of Co-op

FairPrice’s constitution and principles are set
out in its by-laws. Briefly, the by-laws state
that the objective of FairPrice is to stabilize
the cost of living in Singapore. It also out-
lines that the roles and duties of Manage-
ment, Board of Directors as well as their
power and authority.

FairPrice has 3 categories of members. They
are Founder member (NTUC), Institutional
members (Trade Unions), and Personal mem-
bers (members of Trade Unions).

Each of these class of members are entitled to
nominate a specified number of individuals to
be elected as Directors. Their elections are
carried out at the Annual General meeting.

is determined at the Annual General Meet-
ing, after taking into account the co-
operative’s financial performance of the rele-
vant year. Members are allowed to request
for a refund of their shares provided that
their shares have been held for a year.

For withdrawal from FairPrice, a member
has to write to the Co-op and has to have the
approval of Board of Directors. When ap-
proved, the share capital will be refunded at
Ss. each. At the same time, the membership
will also cease.

If elected, they serve for a term of 3 years and
can stand for re-election thereafter.

Currently the Board of Directors is composed
of 14 members, including one Chairman and
one Deputy Chairman.
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Retailer
Brand

Product
Brand

FairPrice

Product
Sub-Brand

GOLD

FairPrice first introduced its housebrand
products in 1985. The main objective of de-
veloping housebrand products was to offer its
customers “Better Value and Savings”.

At first FairPrice owned only “FairPrice”
products. Over the years, with the diversifi-
cation of its customers’ needs, FairPrice
added sub-brands and private labels under
the FairPrice housebrand umbrella.

Nowadays, FairPrice has more ~than 2,000
SKUs of housebrand and private label prod-
ucts, offering its customers 10% to 15% lower
prices than those of comparable national
brand products.

FairPrice housebrand products help it differ-
entiate from other retail chains, increasing
psychological costs for its customer switching
retailers. In addition, heavy store brand buy-
ers are considerably more store loyal.

To ensure the quality of products, FairPrice
regularly conducts laboratory test, factory

3.4 Housebrand and private brand products

FairPrice

"HonuT
IProurfl

audit, consumer monitoring. Its products is
labelled with trans fat free declaration and
allergen declaration.

FairPrice endeavors to build a strong brand
trusted by customers to deliver quality prod-
ucts at great value and service.

PRIVATE LABELS

dips!

Ocean
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3.5 Central Distribution system

<Central Distribution and Warehousing
System>

When the suppHers used to deHver goods
directly to FairPrice stores, some stores re-
corded up to 200 dehveries per day. With more
than 30,000 items to manage, the distribution
system was unproductive and caused errors
and pilferage.

FairPrice started a central-distribution system
in 1993 to change the way goods were deliv-
ered to stores, to enhance efficiency. This was
owned by another company, but in 1998, Fair-
Price took full ownership of the warehouse and
distribution company.

It was renamed Grocery Logistics of Singapore
(GLS). W.ith the central distribution system,
most of the products in the stores come from

<Cold Chain Management>

In 2003, FairPrice opened a new 180,000 sq. ft.
Fresh Food Distribution Centre (FFDC).

The refrigerated'distribution facility central-
izes the distributions of fresh and chilled prod-
ucts to all the outlets in the chain. It was the
first supermarket retailer in Singapore to
build, own and operate its own fresh-food dis-
tribution center.

FFDC is equipped with cold rooms of varying
temperatures: from -H: °C to -20°C to meet
food safety requirements for different types of
food.

To maintain the cold chain integrity at stores,
the delivery trucks are refrigerated with the
temperatures as low as —20°C. The tempera-

Grocery Logistics of Singapore

the GLS with only 15% of the items coming
directly from suppliers.

Currently, FairPrice operates 2 Distribution
Centers, one at Joo Koon Circle (300,000 sq.
ft.) and at Penjuru (200,000 sq. ft.).

ture of the trucks are monitored at the same
time. At the stores, the chillers are maintained
at below +4°C and the freezers at -18°C.

Fresh Food Distribution Center
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3.6 Stretch your Dollar Program

The “Stretch Your Dollar Program” was
launched in 2007 to moderate the price of prod-
ucts. Fairpirce started the Program with 5%
discount of its FairPrice products that is on av-
erage 10% to 15% cheaper than the national
brand products.

The Program has expanded and provides a vari-
ety of promotion services, including “200 Yellow
Dot” items: selected basic items with 20% to
25% discount, 500 “Everyday Low Price
(EDLP)” items, “Membership Rebate”, “2 % off
for 60 or above Seniors”, etc.

The customers can check the information on
newspapers, free papers, home page, Facebook
page and even at mobile FairPrice web site.

In 2011, FairPrice started a new discount pro-
gram in collaboration with the credit card com-
pany. The customers who hold the Plus! Visa
Card or NTUC Plus! Card started to enjoy 10%
discount over 500 FairPrice brand essential
products.

3.7 Co-op Stores and Business

Most, if not all, co-operatives in Singapore are
self-managed and are responsible for their
own activities. In case of FairPrice, the fol-
lowing departments are responsible for the
opening, financing, employment and profit of
co-op stores;

Overall Board of Directors
Opening of stores Operations
Financing Finance
Employment Human Resource
Profit Management

SENIOR

ITIZEN
ISCOUNT
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Find us on
Facebook

Currently, FairPrice is the only consumer
based co-operative in Singapore. Although it
is a labor-co-op, it is independent of the na-
tional union as it has a professional manage-
ment team employed from the market and not
unionist.

As well, the Board of Directors is composed of
professionals from different fields, such as
bankers, lawyers, and businessmen. These
Directors serve on the Board a gratis.
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3.8 Representative Stores

1 FairPrice Supermarket

FairPrice operates in various types of format,
i.e. supermarket, fresh marts, mini-marts and
hypermarkets. The FairPrice supermarkets
have been a successful format.

However, with the recent opening of Xtra
hypermarkets, it has been also well received
by the consumers because it not only offered
food but at the same time a wide range of non-
food items.

In addition, with increasing influence, Fair-
Price has also ventured into high-end super-
markets known as FairPrice Finest. Fine food
products are offered in Finest outlets. This
concept is also well received by the customers
because they are strategically located at es-
tates with a large group of middle income
earners.

FairPrice supermarkets have greatly in-
creased their accessibility to customers by of-
fering great shopping convenience through its
network of over 90 stores located inland wide
and close to the heartlands

2. Xtra H3*ermarket

Offering extra savings, extra variety and ex-
tra fun, the FairPrice Xtra hypermarket is a
shopping destination for the whole family.
FairPrice Xtra features wider aisles and ex-
tensive variety of products and services, in-
cluding fresh food, groceries, electronic prod-
ucts, household appliances as well as casual
and basic apparel. Products are available in
family-sized packages so that families can en-
joy services such as interest-free installment
payment and free delivery of electronic prod-
ucts.

Xtra Ang Mo Kio branch was the best selling
store in 2010. It was opened in 2006. The
store size is 76,000 sqg. ft., operating from 7700

Among the FairPrice supermarkets, Bedok
branch was the best selling outlet in 2010. It
was opened in 1979 and is located in the
Bedok HDB hub. Being located at walking dis-
tance from the Bedok MRT station, and being
open 24 hours, the outlet has been frequented
by the local residents.

The store size is 37,000 sqg. ft. The average
turnover per month in 2010 was S$5 million.
The average purchase per customer was S$16.

| "g* ey ——-—
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to 23:00. Its average turnover per month in
2010 was S$12 million and the average pur-
chase per person was about S$30.

FairPrice opened its fifth Xtra in Changi
Business Park near the airport in July 2012.
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3. Finest: Value Added Supermarket

FairPrice Finest brings the fine life closer to its
customers by combining the heritage of a trusted
brand with a whole new experience of fine living.

Besides offering daily essentials at the same price
as FairPrice supermarkets, it also offers a cosmo-
politan range of fine foods not found in other
FairPrice stores.

With a wider product assortment, value added
services and a more conducive shopping environ-
ment, FairPrice Finest is sure to bring the fine
life closer to its customers.

Bukit Timah branch was the best selling outlet in
2010. Bukit Timah branch was FairPrice super-
market before it was converted to Finest format.

Its turnover in 2010 was S$60 million, selling
S$170,000 per day. It deals with a wide range of
products of 20,000 items in its 44,000 sq. ft. store.

The average turnover per customer was S$50.
The opening hour of the store is 900 to 23:00 on
the weekdays and 8700 to 23:00 on weekends.

FairPrice Online

FairPrice launched its Online business in
2008. Although it was slow in the initial stage
for various reasons such as the shoppers were
not familiar with the new concept and pre-
ferred to view actual products, its business is
growing.

As a result, an outlet has been specifically set
aside to handle Online sales. This outlet was
opened in ..., and its business situation is
being monitored.

FairPrice Online is a virtual supermarket
that enables customers to shop in the comfort
of their homes anytime. With FairPrice
Online, customers can view the products from
home, place orders online and have the gro-
ceries delivered to their doorsteps. Fairpirce

10

members can also continue to enjoy rebates
when they shop online.

The average turnover per month in 2010 was
S$400,000. A delivery fee is charged according
to the purchase! S$7 for the purchase of more
than S$60 and S$10 for less than S$60.

ISFalrPdat -
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5. Convenience Stores: Xpress and Cheers

FairPrice provides its customers with two for-
mats of convenience stores. One is Xpress that
has a wider size compared with the conven-
tional convenience stores, and sells a wider
product range including fresh produce and
chilled products. Another one is Cheers, that
is small sized but offers convenience to the
customers.

FairPrice Xpress is an industry-first initiative
made possible when the retail quantum in
petrol stations was relaxed in November 2006,
making way for the alliance between FairPrice
and Exon Mobile to implement its “Big Box”
convenience store concept.

FairPrice Xpress outlets are almost twice the
size of a conventional petro mart, offering cus-
tomers a wider product range, greater value
and 24-hour shopping convenience.

While Cheers, a chain of homegrown 24-hour

11

convenience stores, caters to a diverse group
of customers from all walks of life including
the young and trendy, students and working
professionals who lead active and busy life-
styles.

Officially launched in 1998, Cheers has since
expanded to over ... outlets located across
Singapore at convenient locations.



Problems and future visions

I
Outlook of Singapore retail market

The retail market in Singapore consists of re-
tail outlets, hypermarkets and small special-
ists stores. International retailers compete
with domestic retailers.

According to the data of Department of Statis-
tics Singapore, the retail sales rose . .. % in
April 2012 compared with the previous year.

The current trend in the retail market, espe-
cially in the food sector, is seeing a decline in
small businesses, especially sole proprietor-
ships.

4. FairPrice’s Future Visions

In 2011, Chairman of the NTUC Social Enter-
prise Development Council, Mr. Lim Boon
Heng, shared the NTUC Social Enterprise
2015 Vision which articulated a collective com-
mitment by NTUC social enterprises to expand
their social impact in the next five years.

NTUC social enterprises will do this in three
key ways; expanding FairPrice’'s role to stabi-
lize the prices of essential products and emer-
gent needs; being innovative in meeting new
and emergent needs; and expanding services to
support three-generation families in Singa-
pore.

As part of the NTUC family, NTUC FairPrice

Wb are hare le ierve
Our Viiion i« tobe
S<ngopo»«'s Uading
woWc}<la» retatler
with o heart
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Such small businesses are usually family-run
shops (known as Mom & Pop Shops) and are
operated by the head of the family, i.e. mother
and father. Hence, they are called “Mom &
Pop”.

The next generation is not prepared to take up
this business because it is not as glamorous as
working in the financial sector, for example:
rental costs and other operation costs (such as
salary and utilities) in Singapore are high. In
addition, margin on food items is low.

is committed to support this vision by uphold-
ing its social mission “to moderate the cost of
living in Singapore”, and striving to be Singa-
pore’s “best corporate citizen” as a leading
world-class retailer.

FairPrice set . factors for success, i.e. social
focuses, professionalism, infrastructure capa-
bility, customer focus, employee focus, corpo-
rate citizenship, brand equity and strategic
partnerships and alliance.

Future challenges might be how to maintain
its high market share in the limited territory
and be outstanding in the severe competition
of the market.

aim to b« lh« bttst
Best ptoce to shop
Best ptoce k>wok

Best corporoDe citizen
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5. Relationship with the Government

The legal status of FairPrice is a body cor-
porate (i.e. a corporation) and is governed
by the Co-operative Societies Act, just like
the other co-operatives. It has to be regis-
tered with the Registrar of Co-operative
Societies. Although co-operative societies
do not pay tax, it has to contribute to the
Central Co-operative Fund which is a fund
to develop Co-operative Societies in Singa-
pore.

FairPrice maintains very good relationship
with the government although it doesn’t

have any special favors or advantages.
FairPrice is independent from the govern-
ment and does not receive any special fi-
nancial support or subsidy.

The good relationship with the government
stems from a good tri-partite relationship
(tripartism) involving the government,
NTUC and employers. The tripartism part-
ners are the Ministry of Manpower, NTUC
and the Singapore National Employers
Federation (SNEF).

6. Basic information on Singapore
Name Republic of Singapore
Capital Singapore
Largest city Singapore
Government Unitary Parliamentary

Republic
Area 710 km2
Population 5,183,700 [2011 census]
GDP (PPP) US$314,911 billion

(2011 estimate]

Currency Singapore dollar (SGD)

From: Wikipedia
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1. Co-operative movement in Sri Lanka

fntroduction

The activities of the co-operative
sector in Sri Lanka have been
closely linked up with the daily
life of the majority of the popu-
lation ovey a half century m the’
country. Co-operative organiza-
tions/enterprises are largely and

actively engaged in multiple
economic and social activities.

The sectors of the co-operatives

consumer retailing, insur*

banking, medical, fishery,
garment production, wholesal-
ing, printing, transport and fu-
neral services.

All co-operatives are adminis-
trated by the Ministry of Co-
operative and Internal Trade of
Sri Lanka. The operations of co
moperatives are regulated by Co-
operative Societies Act.

According to the statistics of the
Department of Co-operative De-
velopment of the Ministry of Co-
operative and Internal Trade of
Sri Lanka, there are 10,002 co-
operative societies with
6,303,306 members in Sri
Lanka. Among them, there are
305 multi purpose co-operative
societies with 4,033,607 mem-
bers. Multi-purpose co-operative
societies run businesses such as
retailing, insurance, medical,
banking etc., and belong to the
consumer co-operative sector.

National Co-operative Council
of Sri Lanka (NCC) is the apex
organization of co-operatives of
the country. NCC is in charge
of education & training, consul-
tation, publication, coordination
and international affairs.
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Co-operative movement in Sri Lanka (contd.)

A Strength ofthe Co-operative Movement of Sri Lanka. \]

Type of Societies Number of Societies Members (1000)
1. National Level Cooperative Unions 14 2.1
2. Multi-purpose Coops 312 3703.9
3. Thrift & Credit 7091 816.1
4. Tea-Rubber-Coconut growers coops 171 38.0
5. Milk Producers Coops 145 46.5
6. Animal Husbandry 50 12.1
7. Agriculture Villages 38 7.6
8. Fisheries Coops 673 80.5
9. Textiles Coops 27 30.0
10. Small & Medium Industries Coops / 161 9.8
1
11. School Coops 761 216.9
12. Hospitals Coops 7 8.4
13. Labour Coops 28 3.5
14. Housing Coops 377 45.9
15. Transport Coops 72 2.0
16. Youth Services / 21 425
17. Estate Coops 55 21.8
18. Others 590 131.4
Total . 10523 5601.9

From COOPFED Home Page 2011
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Co-operative movement in Sri Lanka (contd.)

The history of the co-operative movement in
Sri Lanka can be traced back to 1904 when the
Agriculture Credit Society in Manikinna was
started.

The first co-operative society was established
as Co-operative Credit Society under the Co-
operative Society Act No. 07 of 1911.

Since 1911 the co-operative sector in Sri
Lanka has played a major role at various
stages, and there have been changes in its or-
ganizational structure with relevant legisla-
tions.

Before 1983, co-operative societies were regis-
tered under the Co-operative Societies Act No.
05 1972 and this was again amended in 1983
and later in 1992 as the Co-operative Societies
(Amended) Act No. 11 of 1992.

The management structure of the co-operative
societies was established under the Co-

operative Employees Act No. 12 of 1972, and
this was amended as Co-operative Employees
(Amended) Act No. 51 of 1992.

The co-operative societies have been organized
as multipurpose societies.

The co-operative sector in Sri Lanka has been
closely linked up with the daily life of the ma-
jority of the population over a half of century.

The co-operative organizations are actively
engaged in a variety of activities related to
economic, social and political significance.

They are involved in distribution of consumer
goods, supply of essential consumer services,
supply of agricultural inputs, promotion and
marketing activities in the fields of agricul-
ture, fisheries and industry, as well as mobili-
zation and allocation of savings in the rural
areas with the mutual assistance of the Co-
operative Rural Bank.



Outline of consumer co-ops

2. Outline of consumer co-ops

The Sri Lanka Consumer Co-operative Socie-
ties Federation Ltd. (COOPFED) is the apex
organization of consumer co-operatives in Sri
Lanka.

COOPFED was registered on 15 September
1989 as the apex federation of the Consumer
Co-operative Movement in Sri Lanka.

It commenced its business operations on 7
March 1990. COOPFED was founded to meet
the needs of consumer co-operatives for a
national organization.

Its main purpose has been to meet the com-
mercial needs of its members who are multi-
purpose co-operative societies throughout Sri
Lanka.

The COOPFED has gone further by setting up
and opening self-service shops in the urban
and rural areas as well as opening shops in
the government offices and schools.

At present, 270 Multi Purpose Co-operative
Societies are members of COOPFED. Multi-

PRM.EY GOOPEK..VTN\-E LINK W ITH

purpose Co-operative Societies play a big role
in a variety of fields of Sri Lankan economy
such as transport, consumer goods, health,
education, and insurance.

The function of COOPFED is mainly divided
in . parts:

1) wholesale trade,

2) retail trade,

3) packaging,

4) development of co-op brand products,
5) travel agency, and

«) distribution of products.

In addition, COOPFED has recently estab-
lished a management training center for its
member employees.

The market share of co-op retail trade sur-
passes 35%. The most popular items in co-op
shops are 1) co-op tea, .) co-op coconut prod-
ucts, 3) clothing, 4) fish, 5) exercise books.

Recently, COOPFED started “Co-op City Pro-
ject” to strengthen its chain store operation.

LANK.\ CONSUMER

cooPER.\nx socnrriK feder.\tion limited

Management of
COOPFED

COOPFED is managed
by a board of directors
composed of 9 multi-
purpose co-operative
societies and represen-
tatives. The General
Body appoints the
Chairman and all 9
provinces are repre-
sented on the board.



Co-op City Project

3. Co-op City Project

Co-op City Project was started in 2007 by
COOPFED in collaboration with the Sri
Lanka government.

350 million LKR was allocated for this Pro-
ject. All taxes were exempted from this
budget.

Essential food items such as rice, flours, on-
ions, sugar and pulses are sold in Co-op City
stores at .. % lower than the private sector
stores. Imported foods are also sold at these
stores.

This Project was carried on to vitalize Multi-
Purpose Co-operative Societies (MPCS) in the

country. When COOPFED started this Pro-
ject, only 15 MPCS out of the 305 had the
cash flow for the viability of the business.

Now the "Coop City" outlets numbering more
than 7,000 play an important role in provid-
ing essential food items at reasonable prices.

The government considers it important that
there should be a fair competition among pri-
vate, public and co-operative sectors, so that
the private sectors would not be able to
monopolize the market and the price of prod-
ucts would be stable.

Province Co-oD Citv Mini Co-OD Citv Annual Sale (LKR. Million)
Western 49 135 999
Southern 42 89 334
North-West 54 152 990
Sabaragamu 31 115 292
Central 42 121 318
North-Central 28 106 359
North 47 125 218
Eastern 51 116 220
Uva 31 63 187
Total 375 1oz 3917
COOPFED 11 238

(I US $ =129 LKR approx.)
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Outlook of Sri Lanka retail market

ARPICO Supercenter in Colombo

KEELLS Supermarket in Colombo

Problems and Future Visions

4.1 Problems of Sri Lanka cons

Problems of consumer co-operatives in Sri
Lanka can be summarized in the following
s points:

1. Lack of Finance

2. The Employees of co-operatives have
not indemnified their accountability
clearly

Currently, modern supermarket business is
growing rapidly in Sri Lanka. The growth is
not only in the center of big cities, but also in
semi-urban towns. The modern trade business
growth reached 30%, while the total retail
business growth amounted to . %. Among the
growing retailers, there is a significant growth
in drug, beauty, baby product outlets.

The grocery retail channel in Sri Lanka is
mainly divided into 4 groups™

1) 1,300 whole sellers that includes big vol-
ume and big sales outlets,

2) 15,000 top end grocers,

3) 100,000 small bottom market retailers
(medium and low),

4) 5,600 multi purpose co-operative stores.

Sri Lanka retail market is still dominant by
traditional bottom market. There are many
small shops in both big cities and rural areas.

umer co—operatives

3. Lack of knowledge of MFCS employees
about the super market system.

4. The Employees of Co-operatives have
no enough knowledge about the new
business techniques.

5. Severe competition with private retail-
ers

« . Lack of profitability in store business.



Problems and Future Visions

4.2 Future Visions

The Coopfed Mission is to be the facilitator
to promote and strengthen economic condi-
tion of consumer movement in Sri Lanka
through:

.. Protecting the co-operative identity,

2. Fulfilling the customer/member require-
ments,

3. Motivating the staff,

4. Application of accepted business ethics.

It was the Co-operative Movement that
came forward to help the government to
meet exigencies in supplying essential food
items.

COOPFED sets as its vision to be the

market leader in Consumer Co-operative
Movement in Sri Lanka and gaining excel-
lence in the consumer concept in Sri Lanka.

To fulfill this vision, COOPFED considers
crucial to develop the knowledge, skills and
aptitude of its staff. Therefore, COOPFED
established the Consumer Co-operative
Training Institute within its organization.
It has started to train coop city managers
and sales managers.

COOPFED hopes to train 4000 Managers
within 3 years. The training programs in-
clude short-term programs, field visits and
international training programs.



Relationship with the Government

5. Relationship with the Government

Relationship of consumer co-operatives
with the government is good in Sri Lanka.
The government support co-operatives
financially.

In past, co-operative stores helped the gov-
ernment to provide the citizens with essen-
tial food items.

Even now, the government recognizes the

6. Basic Information on Sri Lanka

Name Democratic Socialist
Republic of Sri Lanka
Capital Sri Jayawardenapura Kotte

Largest city Colombo

Government Unitary Republic, Democ-
ratic Socialist, Semi-
presidential System

Area 65,610 km2

Population 20,277,597 [2012 census]

GDP (PPP) US$ 116.541 billion
(201. estimated

Currency Sri Lankan Rupee (LKR)

From: Wikipedia

co-operative stores as a place to sell
“reasonably priced products”.

Therefore, the government tries to support
consumer co-operatives by giving loans and
special contributions as investments.

The government is also supportive to the
Co-op City Project of COOPFED. Budget of
the Project is exempt from taxes.

Map of Sri Lanka
Scmf 1: 1.650.000
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1. Co-operative movement in Thailand

The first co-operative law in
Thailand, Amended Associa-
tions Act, was enacted in 1916

facilitate the registration of
farmers co-operatives. This Act
remained in effect until 1928
and it was replaced by the Co-
operative Act which allowed the

formation of other types of co-
operatives.

Accordmg to the Co-operative
Act, co-operative movement of

Thailand is vertically struc-
tured in a three-tier system;
primary, provincial federations
and national federations.

The co-operatives in Thailand
are governed by the Ministry of
Agriculture and Co-operatives
(MOAC). MOAC has two speci-
fied departments for co-
operatives, i.e. Co-operative
Auditing Department and Co-
operative Promotion Depart-
ment. At the same time, the
Bank for Agricultural and Agri-
cultural Co-operatives (BAAC)
has a strong connection with
the Ministry of Finance, as a
state enterprise.

The Co-operative League of
Thailand (CLT) was established
according to the Co-operative
Act in 1968 as the national apex
body of the co-operative move-
ment and affiliates all sectors of
co-operatives as members.

All co-operatives in Thailand
become the members of CLT
automatically, including na-
tional level, provincial level,
primary level as well as multi
provincial co-operative socie-
ties.

The major function of CLT is to
develop and promote all co-
operatives. The CLT is a Juris-
tic Person.

The CLT is one of national co-
operative organizations, and at
the same time the apex non-
governmental organization. It is
the national confederation of
the co-operative movement in
Thailand and is the sole organi-
zation dedicated exclusively to
promote co-operatives in the
country.

The other national co-operative



Co-operative movement in Thailand

1. Co-operative movement in Thailand (contd.)

levels, serving over 10,563,375 members of all
sectors of co-operatives.

organizations, which are established un-
der the present Act, are;:

Agricultural Co-operative Federation of

Thallan_d Ltd. ) ) The Cooperative League of Thailand (CLT)
Federation of Savings and Credit Co-
operative of Thailand Ltd. O
Credit Union League of Thailand Ltd. Naiiooil Ltitl Nilional AgricMiiral |
- . Cooptraliits Cooptralivts =
Consumer Co-operative Federation of Ftdtralio* Fedtnilioi of
Thailand Ltd., and el
Bus Service Co-operative Federation of
Thailand Ltd.
These national co-operative organizations are m%ud CRegiOé_l?lt CProviEfl;ial
- . - - oop«riti« oopcrative
different from the CLT, functioning mainly on Federalion Frdralion
business activities for the benefit of their
member co-operatives. P”B? Ui
As of 30 September 2011, the CLT is affili- KK Allipte 3 10 I Atrinlhinl

Prinn C'i»|Knlivci i Primn Coopenlivs I Primn Cooixrilim j  Priion C<wixnlivB

ated by 7,837 co-operative societies, at all

Ministry of Agriculture and Cooperatives

1

Government |

Bureau of Secretary to the Minister Marketing Organization
Office of the Permanent Seaetary of Farriers
for Ajricultural and Cooperatives Rsh Marketing Organization

State Enterprise

Public Organization

Agricultural Research
evelopment Agency
High Land Research

Royal IrTljBtlon Department

Cooperative Audranj Department

Departn>ent of Fisheries

Dairy Farming Promotion
Organizatk>n of Thailand
Rubber Estate Organlzatton
Office of the Rubber

Development Institute
The Golden Jubilee
Agricultural Museum

Department of Livestock Development
Land Development Department
Department of Agriculture

Department of Agrkxiltuial Extension
Cooperative Promotion Department

The CXieen SIHWt Department of Serlcultice
A~ultuial Land Reform Office

Natiorul Buieau of Agricultural

Commodny and Food Standards

Office of Agricultural Economics

Replanting Aid Fund
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2. Outline of consumer co-ops

2.1 Status of Co-operatives in Thailand

Status of Co-operatives

operative New Establishment Regular Performance Cancellation Total
Co-ops Federa- Total Co-ops Federa- Total Co-ops Federa- Total Co-ops Federa- Total
tions tions tions tions
Agricultural 181 7 188 3,504 85 3,589 572 12 584 4,257 104 4,361
Fishery n 0 n 70 2 72 18 0 18 99 2 101
Land Settle- 0 0 0 92 0 92 4 01 4 96 0 96
ment
Thrift and 59 3 62 1,307 4 1,311 79 0 79 1,445 7 1,452
Credit
Consumer 6 0 6 189 3 192 v 77 272 31 275
Service 219 0 219 778 3 781 11 111 1,108 3 1,111
Credit Union 39 1 40 399 1 400 1 0 1 439 2 441
Total 515 1 526 6,339 98 6,437 862 12 874 7,716 121 7,837
Active 6,963 Non Active 874 Total 7,837

As of 30th September 2011

2.2 Summary of Thai consumer co-operatives

According to the data of the Co-operative Pro-
motion Department, the number of consumer
co-ops decreased to 190 in 2012. This figure
is 4.1% less than in 2011.

With the increase of the competition with the
private retailers, consumer coops are facing
with managerial and financial problems.
Some are even bankrupted.

CCFT is not an exception and its sales are
also affected. During the year ended 31st
March 2011, its turnover was 212,536,839
TBH.

This figure is the total sales of the products.
10% of the figure is the sales of Co-op brand
products. CCFT has a predicament that the
total sales of products is decreasing faster
than its increase of Co-op brand products.



Outline of consumer co-ops

2.3 Consumer Co-operatives in Thailand

Consumer co-operatives are formed by consum-
ers with the purpose of purchasing goods at a
reasonable price and at a guaranteed standard
of quality. Consumer co-operatives in Thailand
are legal bodies, registered under the Co-
operative Act, and their members are share-
holders.

Members voluntarily invest the share capital
to their consumer co-operatives to fulfill their
needs. In this way, the members try to
achieve a better way of purchasing goods.

<Background>

The first co-operative retail store in Thailand
was established in 1937, in a village in Sena
district, Ayuthaya province. After that, con-
sumer co-operatives spread all over
the country.

<Objectives of Establishment>

Consumer co-operatives are generally operated
according to the following objectives™

1. To provide members with beneficial goods
and services;

Its affiliates include university co-ops. The
share capital to become a primary society co-
op member differs with the type of consumer
co-operatives, which is 100 BHT for local re-
tail coops and 10 BHT for university co-ops.
CCFT also develops Co-op brand products.

<Business Operations of consumer coops >

As in other sector of co-operatives, con-
sumer co-operatives are based on the democ-
ratic control of their members.

As it is impossible for all members to manage
co-operative  stores, representatives are
elected as Steering Committee members to
look after the co-operative business.

The number of Steering Committee members
depends on the co-operative's by-laws and
what is appropriate to the co-operatives. Usu-

2. To sell members' produce and products in
co-operative storesi

3. To promote and disseminate co-operative
education among members;

4. To promote practices of savings, spirit of
self-reliance and mutual help among mem-
bers;

5. To cooperate and collaborate with other co-
operative organizations within and outside
the country;

6. To undertake any other businesses consis-
tent with the above-mentioned objectives.

<Consumer Co-operative Federation of Thai-
land Ltd. (CCFT)>

CCFT is the apex organization of the consumer
co-operatives in Thailand. It operates under
the Co-operative Act. According to the data of
31 March 2011, CCFT has 123 consumer co-
operative societies as affiliates. CCFT's share
capital accounted for 603,000 BHT and turn-
over was 212,536,839 BHT.

(1 US $=30.69 BHT approx.)

ally, the number of Committee members
ranges from 10 to 15 persons.

The Steering Committee supervises all activi-
ties according to co-operative laws and regula-
tions, resolutions of the board of directors, and
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Consumer Co-operatives in Thailand (contd.)

other appropriate ways to ensure good results
for the co-operative stores and coop members.
The Committee is formed by the representa-
tives of coop members.

To effectively manage co-operative stores, the
board of directors hires professional managers
to operate the co-operatives. Their mandate is
to effectively serve members and customers.

Depending on the workforce and budget, the
management may recruit staff with the con-
sent of the board of directors.

Consumer co-operatives strive to provide ser-
vices for both members and non-members ac-
cording to the principles of the Rochdale pio-
neers

<Working Capital>

Consumer co-operatives have the working capi-
tal from the following sources:

the year. Through cash purchase, co-
operative stores can stabilize cash flow
and are able to purchase goods at lower
price. At the same time, members can
learn an appropriate attitude towards
money spending and saving. Considering
the prescribed benefits, consumer co-
operatives are considered to be a socio-
economic enterprise dedicated to improve
members’ quality of living.

<Co-op Brand Products>

CCFT started to sell Co-op brand prod-
ucts in 2005. During the first two years,
CCFT sold Co-op products developed by
agricultural coops. Then, it started to de-
velop its own Co-op brand products from
2007. The first Co-op brand product was
sugar and later detergent and water were
developed.

1) share capital from members!

. ) member deposits:

3) reserve funds and other funds;
4)  loan funds;

5) grants or donations.

Co-operative stores are required to maintain
adequate working capital to purchase products
and materials that meet members' needs.

<Benefits of Members>

The following are the benefits of consumer co-

operative members:

1) Members are assured to purchase fair
priced and good quality products.

2)  Annual profits are shared by members
(shareholders) in the form of dividends on
shares and rebates on the purchase.

The rate of rebate is calculated based on the
amount of purchases made by the member over

Structures of Primary Co-operatives
in Thailand

Board of Dredors

Mriegr
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Currently, CCFT develops and sells Co-op
brand products in 7 categories; i.e. sugar, cof-
fee, toilet paper, rice, water, detergent and
plastic bags.

The price of Co-op brand products is not so
different from national brand products. The
reasons why CCFT cannot set the price of Co-
op brand products lower than national brand
products are as follows™

1) price of products such as rice and sugar is
fixed by the government,

.) lack of a mass collective purchasing power
of CCFT member societies.

Outline of consumer co-ops

Consumer Co-operatives in Thailand (contd.)

3) oppression by big private retailers.

Although the prices are not competitive, Co-op
brand products are supported by its members
and the sales are gradually increasing. CCFT
plans to expand the variety of Co-op brand
products in future.

CCFT also sells soy sauce and fish sauce prod-
ucts as sub-brand products. These products
are not Co-op brand products, but are spe-
cially produced in collaboration with the
manufacturers.
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3. Representative co-operative society

Krungdeb Consumer Co-operative Ltd.

Kj*ungdeb Consumer Co-operative (formerly
Bangkok Co-op) was founded on 23 March
1939 with 493 members. It is the biggest con-
sumer coop in Bangkok.

Its main objective is to promote thrift among
members and to assist them regarding fair
trade.

During the World War 11, its business shrank
and faced financial difficulties for a few years.
It was then sold out and moved to the current
2 story premise at Jakkrapong Road, Ban-
glumpoo, Pranakorn, Bangkok. Its sales
gradually increased again and it expanded by
opening 3 more branches at Pinklao, Ladya
and Ekamai.

Space for Co-op Members

In fiscal year 2011, Krungdeb Co-operative
Store supplied products and services to mem-
bers and public for total value of 220,595,016
BHT.

Pinklao Branch is the second biggest store,
with : ... m. of floor space. The store sells
dry & chilled groceries and non food items. It
also sells some “Royal Project” products.

The rate of dividend to share capital paid by
the store was 4%, while the refund (as pur-
chase rebate) was ... % (average bank rate

The Co-op provides space, in and outside of
the store, for its members and co-operatives so
that they can sell their products.
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Problems and future visions

Outlook of Thai retail market

The total sales of retail market in Thailand
was estimated to be 1.4 million TBH (40%
modern trade and 60% traditional trade) in
2010.

trade retailers are so called
They are street ven-

Traditional
Mom and Pop stores.

Problems and Future Visions

dors and wet markets.

As for the modern retailers, their categories
are defined according to their size and
method of purchasing. There are approxi-
mately 500 modern supermarket stores op-
erating in Thailand.

4.1 Problems of Consumer Co-operatives in Thailand

1. <Problems of CLT>
~  Losing faith of co-operative members

The most important problem of CLT is
losing faith of co-operative members.
This problem has been with them for a
long time. It causes a lot of complica-
tions especially the refusal to pay sub-
scription fees to CLT and the resistance
to participate in CLT's activities. Even
though CLT has been trying to solve the
problem, there are still some factors
that make it difficult such as financial
deficit, co-operative law enforcement,
political conflict and organization struc-
ture.

~  Decentralization of CLT

According to the present organizational
structure, CLT has centralized all of its
work with the office in Bangkok.

However, since more than 7,000 co-
operatives in Thailand are spread all
over country, centralized structure is
not an effective way to function. CLT
has been trying to recover the faith of its
members through a plan to set CLT pro-
vincial offices, conducting surveys and
listening to the problems/needs of its
members.

2. <Problems of Consumer Co-ops>
~ Managerial problems

The biggest problem of Thai consumer
co-ops is lack of competitiveness. The
sales and profit of both CCFT and its
members are decreasing every year be-
cause of weak business management.
Consumer co-op stores were the Shop of
the community in early days, but now
situation has changed drastically. With
the increasing hard competition with
private retailers, some consumer co-o0ps
are almost bankrupt..

Inaccurate data

The second problem is lack of accurate
facts and figures. According to the data
of Co-operative Promotion Department,
the number of consumer co-op members
in 2011 was 766,153. This figure has an
increase of . % compared with the previ-
ous year. However, CCFT's data is dif-
ferent and the membership is decreas-
ing every year. One of the reasons why
the figure is not accurate is because the
government does not exclude “non-active
members”. CCFT estimates that only
30% of government data members are
currently active.
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Lack of government support

Another problem is indifference of the
government to consumer co-operatives.
Although consumer co-operatives are in
difficulties, the government does not
have a specified strategy to change the

situation. The government is more in-
clined to develop agricultural co-
operatives.

Less bond with the Community

When the consumer co-operatives were
strong, their shops were closely con-
nected with the community. Now with
the harsh competition, consumers
choose private retailers as a place of
their daily shopping.

Relationship of CLT with the government

The roles of CLT are defined in the Co-
operative Act as follows:

There shall be the “Co-operative League of
Thailand” consisting of members which are
co-operatives, and having as its objectives
the promotion of affairs of every type of co-
operative throughout the Kingdom to attain
prosperity without acquiring profits or in-
come for sharing among themselves..

The Co-operative League of Thailand has
the power to do and act within the scope of
its objectives as specified in section 108.

The section 108 includes phrases that de-
scribe CLT'’s relationship with the govern-
ment:

2) Giving technical advice and assistance
to co-operatives and facilitating commu-
nication and coordination among co-
operatives and Government agencies or
other persons.

4.2 Future Visions

CCFT sets up 4 missions as its future

visions:

1. Increase buying power

2. Profitability

3. Raise government's support and assis-
tance

4, Contribution to the development of
Community.

CCFT considers the last one as the most
important mission of Thai consumer co-
operatives. CCFT and its members are con-
tinuously striving to regain the trust of co-
op members as the Shop of the Community.

5. Relationship with the Government

9) Co-operating with the Government in the
promotion of co-operatives for genuine
and real benefits to them in general.

. Natioul Coop(rtiTt Milislry  Agriolturt
M:my of Davdgmreli Bard aod Qoperatives
nance
INTB f\_@o
Balk for Agrinllin -~ Tl« Cooptrativt
ad Agriciltval  f Usagie of Theilaid
Captralivk IRAAA 1Iam



Relationship with the Government

Relationship with the Government (cont’d)

Thus, the relationship between CLT and
the government is good and strong. In addi-
tion, the government provides subsidies to
the CLT for promotion of co-operative
movement in the country.

Relationship of CCFT with the government

Consumer co-operatives in Thailand are
independent and do not receive any finan-
cial support from the government.

Basic Information on Thailand

The government's priority in setting the
policy of co-operatives is more inclined to

agricultural co-operatives. Thus, agricul-
tural co-operatives have a priority.
CCFT emphasizes the importance of

strengthening the relationship with the
government. It has included in its future
vision the importance of increasing govern-
ment's awareness towards the activities of
consumer co-operatives.

Name Kingdom of Thailand
Capital Bangkok
Largest city Bangkok
Government Unitary Parliamentary
Constitutional Monarchy
Area 513,120 km2
Population 66,720,153 [2011 estimate]
GDP (PPP) $616,783 billion
(2011 estifhate}
Currency Thai Baht (THB)

From'- Wikipedia
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Highlights of consumer co-ops

N One Co-operative Law for all sectors
N Severe competition with private retailers

1. Co-operative movement in Vietnam

It was the first time in 1927
when the then President, Ho

Qpgratives into Vietnam in his
book “The revolution way”.
The first co-operative was estab-

co-operative specializ-
i“g in handicraft production).
With the success of this co-
operative, co-operative move-
ment expanded to other sectors.

co-operative movement was

~Mrongly promoted in the 1950s
organized group for eco-
nomic development.

In 1956, there were 190,000 co-
operative groups in the whole
country, attracting about 50% of
farming households.

In 1958, the number of agricul-
tural co-operatives established
was 4,723. Later, at the end of
1960, the number increased to
41,446 co-operatives. This fig-
ure accounted for 85.8% of farm-
ing households and 76.5% of
field area.

At the same time, thousands of
co-operatives were organized in
such sectors as consumer,
credit, small industries and
handicraft. The national co-
operative organizations were
also established at different lev-
els.

Co-operatives contributed sig-
nificantly to the process of eco-
nomic development, meeting the
needs of production and people’s
livings in the country.

Agricultural co-operatives were
especially active. By 1975, there
were 17,000 agricultural co-
operatives in the north of Viet-
nam, with nearly 96% of farm-
ing households.

After the unification of Viet-
nam in 1975, co-operatives de-
veloped rapidly in provinces and
cities.

In 1986, there were 79,000 co-
operatives in all sectors with
different backgrounds, i.e., agri-
culture, industry, small indus-
try and handicraft, consumer.
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Co-operative movement in Vietnam (contd.)

transportation, construction/construction
material production, credit, etc.

The membership amounted to over 20 mil-
lion members.

Consumer co'operatives had accounted for
about .. % of total domestic retail turnover
and wholesale output of over 60% of agricul-
tural produces and food products in the
whole country.

Late in the 1980s, Vietnam entered into the
comprehensive innovation period, crossing
out the mechanism of centralized manage-
ment and subsidy, establishing and develop-
ing the market economy.

The co-operative movement came into the
crisis period, due to the incapability to
adapt to the new mechanism and being out
of the concern, guidance and facilitation to
reorganize.

of strengthening, restructuring and making
new development steps. Co-operatives,
which were established before the promul-
gation of the law were required to trans-
form into the new co-operative model.

Co-operatives, which did not meet the new
legislation, were dissolved. .New co-
operatives were established in all sectors
and professions.

Now-a-days, nearly 1,000 co-operatives are
established every year in Vietnam.

By June 2008, the co-operative sector in
Vietnam was composed of 17,900 -co-
operatives and 44 unions, including 8,553
agricultural co-operatives, 2,996 industrial,
small industry/handicraft/construction co-
operatives, 1,085 transportation co-
operatives, 458 fishery co-operatives, 860
trading and service co-operatives, 1,006

Many co-operatives dissolved, and the co-
operative movement faced many difficulties,
thus losing orientation of development. By
December 1996, the number of co-operatives
decreased to 17,462, 22.1% of 1986.

The first law on co-operatives was passed by
Vietnam National Assembly at the 9th Ses-
sion, wherein it was defined that Vietham
Co-operative Alliance (VCA) was the na-
tional co-operative organization represent-
ing and supporting primary co-operatives
and co-operative unions of all sectors in the
country.

The law included the concept of new type of
co-operatives, organizational principles and
operational models based on the co-
operative concept, principles and values of
the International Co-operative Alliance
(ICA).

The co-operative movement faced the period

credit co-operatives (also called people’s
credit funds), 2,708 electrical service co-
operatives, 113 environment co-operatives,
121 Other types of co-operatives and about
more than 320,000 co-operation groups.

The sector embraced more than 12.5 mil-
lion workers, households, small micro-
businesses and production units, and be-
came a large socio-economic sector having
important roles in many economic fields,
especially agriculture, fishery, micro-credit,

small indus-
tries and
transporta-
tion.

It ‘also sup-

ported daily
lives of 47-50
million  peo-



Co-operative movement in Vietnam

The governing body of co-operatives in Viet-
nam differs from sector to sector. The func-
tion of Ministries concerning co-operative
affairs are also different.

The Ministry of Planning and Investment is
in charge of planning policies of all co-
operative sectors. The Ministry of Industry
and Commerce is in responsible for:

a) preparing programs for consumer co-
operatives,

b) . enacting policies and guidance for co-
operatives,

c) supporting co-operative activities. Peo-
ple’s Committee is in charge of the
registration of co-operatives.

The structure of co-operatives is in four-tier
level, i.e. local, district, province and cen-
tral. The co-operative enterprises at the
primary level are affiliated to the provincial

on co-operatives

Provide consulting and support services
to its members

Represent and advocate legal
and interests of co-operatives

rights

Promote external relations and interna-
tional relationship

The National Representative Congress of
Co-operatives, the highest decision-making
body of the VCA, meets every five years.

As the national organization representing
and associating all co-operatives in Viet-
nam, VCA renders support services to the
co-operatives as well as implements viable
and effective economic activities to steer
and uplift the movement.

Co-operative movement in Vietnam (contd.)

co-operative alliance, which, federate into
the central alliance.

Co-operatives in Vietnam are regulated by
the Co-operative Law, which was amended
in 2003.

The definition of Co-operative Law is used
for all sectors. There is no clear definition
of consumer co-operatives in the law.
Therefore, trading co-operatives are also
included in consumer co-operatives in Viet-
nam.

Vietnam Co-operative Alliance (VCA) is the
sole apex co-operative organization of the
country.

The missions of VCA are as follows;

Participate in the formulation of legal
policies and norms on co-operatives
Promote communication and publicity

The support services and economic activi-
ties of VCA are carried out through pro-
grams and the training, consulting and
supporting centers or provincial co-
operative alliances.
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2. Outline of consumer co-ops

The first consumer co-operative, which was
marketing and supply co-operative, was
founded on 15 March 1955.

It had a strong relationship with agricul-
tural credit co-operatives. There were 9,000
consumer co-operatives with .. ... stores
and .. million members during the peak
period. Co-operatives had difficult times
during 1989 to 1991.

Now-a-days, consumer co-operatives are
separate from agricultural co-operatives.
Most of consumer co-operatives are

“multipurpose co-operatives”. Saigon CO-
OP, is a representative retail body of multi
purpose co-operatives.

Vietnam Co-operative Alliance (VCA) is try-
ing to revitalize consumer co-operatives in
the country. Its target is to increase 20% of
total volume business, by helping member
societies to expand markets and efficiency of

Recently, co-operative free market manage-
ment is developing in the country. There
are 200 free markets in Vietnam that sup-
port the development of small businesses.
Some co-operatives in rural area supply
products to customers using delivery cars.

businesses, and by assisting co-operatives to
link with producers.

Consumer co-operatives in cities and towns
are introducing modern retail technologies
and formats to attract customers, while in
rural areas, retails co-operatives play im-
portant role in selling basic necessities, ag-
ricultural inputs and products.

VCA recognizes that consumer co-operatives
have important roles such as a) playing im-
portant role in inflation reductions and
price stabilization and b) helping farmers to
sell products.

Among consumer co-operatives, Saigon Co-
op is the leading retailer in Vietnam and is
active in 27 provinces of Vietnam.

Thuan Thanh Co-operative in Hue is the
second biggest consumer co-operative. Most
of the other consumer co-operatives are
small in scale.



Representative Co-operative Societies

3.1 Saigon CO.OP (Nationwide)

Saigon CO.OP, which is an abbreviation
name of Saigon Union of Trading Co-
operatives, was founded in 1989, by the
Management Committee of the Ho Chi
Minh City Trading Co-operatives and re-
lated organizations.

Its mission is to:

1) promote direct trade, and
2) promote co-operative movement in Viet-
nam.

Saigon CO.OP opened its first store in 1996
in Cong Quynh. Two years later, Saigon
CO.OP decided to operate a Coop Mart su-
permarket chain at its First Congress of
Members.

With the success of Coop Mart supermarket

3. Representative Co-operative Societies

chain, it has become the largest co-operative
organization in Vietnam.

In....,the number of Saigon CO.OP stores
reached to 247, with 59 general merchan-
dize supermarkets (Co.op Mart), 48
neighborhood Food stores (Co.op Food), 138
convenience stores (Co.op store), . Ben
Thanh store and 1 TV Home Shopping site.

In 2011, the turnover of Saigon CO.OP sales
accounted for VND16,071 million, with an
increase of 34.3% compared with 2010.

Saigon CO.OP was awarded as the Top Re-
tailer in Vietnam for the Top Retailer Asia
Pacific from 2004 to 2011, for . consecutive
years.

 US$ = 20835 VND)

RETAILING NETWORK

03 Co.opMart In ~ 10
No.then. cO0.0pmart 59 SI PERMARKETS
bgn cOa mpl nhd
48 STORES
11 Co.opMart n
in Central
c f 138 STORES

03 Co.opMiirt in
Central Hiiehlands

24 Co.opMart in HCM
City- coiint for 55®0

vuperinailcet share *
12Co.opMail In™ ! -
Mekons Rlvei o o o

Delta 06 Co.opMart

in SoutheaNit

BEN THANH STORE

(A popiilnr & preffereil Milioppiiis
plare to loral  forelsii (oiuixlw -
loraled iii Ben Tiiniili innilcet)

/ZMjDco.op Home shopping
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Saigon CO.OP (Nationwide) contd.

SAIGON CO.OP - TOP LEADING RETAIL GROUP

r
I Food store

Home shopping

SUPPORTACTJVIES

Saigon CO.OP’s Social Activities

Donate 5 billion VND IN 2011 for
chorityK

Support the poor and
war/disaster victims.

Saigon Co.ops scholarship.
Golden heartfund.
Blood donationfor charity®

Environniental-fitendly activities.
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Representative Co-operative Societies

Long Ha Commerce Co-operatives (Hanoi)

Long Ha Commerce of Co-operatives is a
multi purpose co-operative that was devel-
oped from agricultural co-operatives.

It is registered to Peoples’ Committee. Its
business is to manage free markets, parking
lot, travel agency, gas stations, restaurants,
financial investment, house repair, imports
and repair of cars.

It has two joint stock companies as subsidi-
aries to manage a) imports and repair of
cars, and b) house repair and house equip-
ment business.

In 2012, Long Ha Commerce of Co-
operatives has 30 billion VND of share capi-
tal.

The main business of the co-operative is to
manage two free markets that can fill in 400
shops.

The turnover of the market reached 250

million VND in 2011. The profit of the co-
operative is divided equally among the
members.

Retired old members can receive 2 million
VND per month as co-operative old-age
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3.3 Thuan Thanh Co-operative (Hue)

Thuan Thanh Co-operative is a primary
consumer co-operative in Hue City and was
founded in Sept. 1976. It has 1,100 (450
active) members and the turnover reached
360 biUion VND with an increase of 14% in
2011.

The dividend for the share capital amounted
18%l/year (bank average saving rate: 17%).
The minimum share capital to become a
coop member is 30,000 VND.

Currently, there are 3 supermarkets of
Thuan Thanh Co-operative in Hue. In addi-
tion to the supermarkets, the co-operative

also owns ., cafeterias in hospitals and uni-
versities.

With the increasing competition with pri-
vate retailers and Saigon Coop stores,
Thuan Thanh co-operative is trying to shift
its business to the management of cafete-
rias.

Although the turnover of coop supermarkets
increased, retail business is not as profit-
able as cafeteria business. The net profit
ratio of coop supermarket decreased from
0.4% (2010) to 0.3% in 2011.

3 Supermarkets
of Thuan Thanh
Co-operative

in Hue
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Outlook of Vietham retail market

There was no official data of retail market
in Vietnam.

However, the retail market in Vietnam is
developing rapidly, especially in big cities
such as Ho Chi Minh and Hanoi.

The majority of the food retail market is
composed of traditional wet markets and
micro-small shops so called Pop & Mom
shops.

Nowa-days, with the increase of income of
citizens, consumers are becoming even
more conscious of price and quality of prod-
ucts.

Therefore, the need for modern retailing is
increasing year by year.

Problems of consumer co-operatives

4.1 Problems

VGA recognizes the problems of consumer
co-operatives as follows”™

= Severe competition with private retail-
ers and even among consumer co-
operatives.
Difficulty in getting bank finance.
Limited working capitals.
Low management skills.

4.2 Future Visions

Saigon CO.OP sets its vision, mission and
core values as follows:

N Vision
To become a leading economic corpora-
tion in Vietnam retailing industry by
focusing on promoting a sustainable
growth of Co.op Mart supermarket

chain in conjunction with the develop-
ment of other retailing channels accord-
ing to the market demand.

Mission

To satisfy the target consumers with
daily consumption needs. To bring cus-
tomers to conveniences, safety and
added values. To contribute to the im-
provement of people’s living standard
and the development of Vietnam retail-
ing industry.

Core values

¢ To provide customers with the high-

est satisfaction and endeavoring for

perfection.

To be the beloved home of all staffs.

¢ To consider the benefits of the com-
munity in all activities.

*



Problems and Future Visions

Develop distribution centers nationwide

In 2015, the number of CO.OP Mart supermarket will raise upto
100 supermarkets nationwide.

Relationship with the Government
Co-operatives in Vietnam have a strong re- operatives is subject to the supervision of
lationship with the government. the People’s Committee.

Thus, the People’s Committee has a big in- At the same time, the government supports
fluence iIn guiding the activities of co the co-operatives so that they can create
operatives. The management of co favorable conditions for their members.
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Basic Information on Vietnam

Basic Information on Vietham

Name . Socialist Republic of Vietnam
Capital : Hanoi
Largest city : Ho Chi Minh City
Government : Marxist Leninist single party state
Area : 331,210 km2
Population : 91,519,280 [2012 estimate]
GDP (PPP) : US$ 299.985 billion
(2011 estimate]
Currency : Dong (VND)

From: Wikipedia
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