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REPORT

Intt’oduction

A regional seminar on Organisation and Financing o f Consiimer 
Cooperatives was organised by the International Cooperative Alliance Education 
Centre in collaboration with the Ministry o f National Development, Government 
o f Thailand, in  Bangkok between June 10 and 22, 1963. Representatives from 
Ceylon, India, Japan, -Pakistan, Singapore, Federation o f Malaya, and Thailand, 
and observers from Food and Agriculture Organisation o f the United Nations, 
International Labour Organisation, and International Gcrfederation o f Free 
Trade Unions participated in  the Seminar.

*

The Seminar was inaugurated by His Excellency Ehra Prakas Sahakorn,
Minister o f State fo r  National Development, Government o f Thailand. Representatives 
from United Nations Commission for  Asia and Far East, FAO, ILO, UNESCO and 
the Ministry o f National Development, C-overnmont of Tliailand, took part in the 
inaugural session.

Besides the ICA staff,tbrooguest lecturers participated in the Seminar.
Mr M.R.Bhide ICS, Secretary to the Government of India, Ministry o f Community 
Development, PR & Cooperation) gave two introductions, one on Ĉ timum Size 
of a Socitty  and the other on Management Struct’ore. Mr lampoon Savigamin,
Chief, Consumers Cooperative Division, Ministry of National Development, Govern
ment of Thailand, gave an introduction on Cash Trading. Mr M.l-I.Kaka from India 
inti’ odiiced the subject "Line and Quality o f Goochs Ka'idled".

A l i s t  o f tba.-participant3 and observers to the Seninar and the pTOgrarime 
arc attachod at the end o f  the report.
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R E P O R T

Grovdng Need for  Consumers Cooperation

The countries o f  South East Asia are presently passing through a phase o f 
economic development which is  associated with fa st urbanization, industrial 
growth, aid Qare atresa on a monstary econacijr, Increasing- 
proportions o f the population are becoming lite ra te . Although the bvilk o f the 
population is  fo-und in the rural areas and is  dependent on agriculture, the 
more educated groups are attracted to the urban areas.

With .monetization o f economy,-retail trade a ctiv it ie s  gain in  
importance. In several 8outh-East Asian countries, the private re ta il trade 
agency does not o ffe r  proper goods or the services required by the consumer.
The private re ta ile r  often se lls  adulterated goods, some of which endanger the 
health o f the  ̂consumer. In addition to  th is , m.any instances were cited to  show 
other malpractices practised by the private trader, iiffiong these can be 
mentioned sh'ortweights and excessive pricing, particularly in periods of 
scarcity . In many South-East Asian countries there are large scale manufactur
ing enterprises which have some monopolistic control over the market and can. f i x  
re ta il prices at levels which are not advantageous to the consumers. In many 
instances producers have created vertica l cartels extendifig their t ie  control 
in price fixa tion  upto wholesale and re ta il organisations. Prices, thus, tend 
to  .remain at excessive lev e ls .

To correct the defic ien cies  o f the private trade as a re ta il d istributive 
agency during the present stage o f economic growth when cash incomes are 
increasing fo r  large groups o f population, the need for  developing consumer 
cooperative movement is  very great indeed. Such a movement would restore healthy 
competition in the d istribu tive trade, check arbitrary price-raising and s e ll 
unadulterated goods to i t s  customer-members. The p ro fits  accriaing from re ta il 
trade business would, in  the case o f a consumer cooperative society , be
u tilised  for  i t s  long-term development, as also passed on to  the members on the 
basis o f patronage.

Experiences o f advanced movements show that the decisive factor in the 
development o f the movement has often been the creation o f a strong central 
wholesale organisation. It  may be d i f f ic u l t  for consumer cooperatives to  compete 
with private traders i f  they confine themselves to the re ta il f ie ld  only. But i f  
cQsperative societies  can enter the wholesale f ie ld ,  and u t il is e  the wholesale



margins for strengthening their capital resources, the movement is  much more 
lik e ly  to be successful as a competitive force  in the distributive trade.
Eventually, the consumer cooperative movement otight to enter the production f ie ld  
as w ell, and thereby guarantee a steady supply o f standardized high quality 
products in  the cooperative shops.

iimong the ocriB'umer problems to which the cooperative movement has primarily 
to attend, consumer education can be mentioned. The cooperative movement must 
teach i t s  members to  weigh price against quality, and teach them the principles 
and advantages o f Cooperation. A well-devised member education programme is  a very 
important a ctiv ity  o f a consumer cooperative movement.

In order to  protect the consumers from the monopolistic disadvantages and 
re ta il trade malpractices, an extensive programme of consumers protection is  
desirable. Such consumer protection could be implemented by adequate leg is la tion  
and development o f consumers associations. The ro le  o f the consumer cooperative 
movement in  such a c t iv it ie s  cannot be overstressed. In many countries the 
consumer cooperative movement has in itia ted  various consumer protective a c t iv it ie s  
which have subsequently been taken over by government agencies. The cooperative 
unions have also participated actively  in  the formiolation o f laws affecting the 
interests o f consumers. Cooperative education aiming at enlightening the 
consumers and making them quality conscious should be one o f the important
a ctiv it ie s  o f the movement. The main role  of the consumer cooperation is  to
unite consumers into a strong organisation which could act as a pressure group and, 
much more important, to provide alternative channels o f supply.

Importance of Gash Trade

Much o f the re ta il trade in South-East Asia is  carried or̂  cred it basis. This
results in a kind o f bondage o f the customer to his r e ta ile r . The customer, 
who has once taken cred it from the re ta ile r , usually finds i t  d i f f i c u l t ,  to 
repay his debt on*account of his limited income. As long as he remains-indebted 
and has no cash to pay fo r  his actual purchases, his source o f purchases remains 
s tr ic t ly  lim ited to tiae re ta ile r  who has agreed to  extend cred it to  him. The retailer, 
thus assured o f his customer tends to  take advantage o f the situation by 
charging higher prices and se llin g  in fer ior  goods. A very important task of 
consumers cooperatives is  to free the consumers of such cred it slavery. This is  
one o f the important reasons why consumers cooperatives have adopted the 
principle o f cash trading. The habits o f cred it buying, however, are d i f f ic u lt  
to check without an intensive member education programme. Other methods to  bring 
within reasonable lim its  the problem o f credit sales, is  a system o f  purchase 
deposits. ■ .. The interest on shares and patronage dividend
accruing to a member at the end of the year might be credited to his accom t in  the 
society , thus enabling him to obtain purchase deposit without any cash payment. 
Collaboration between consumer cooperatives and wage earners' th r ift  and loan 
societies  co\ild be introduced, whereby the th r ift  and loan socie ties  advance 
money, to  the consumers, fo r  their'purchases; Once the practice o f cash trading 
has been adopted, i t  w ill bring with i t  important advantages. The capital o f the 
society w ill  rotate at a much faster rate. The society w ill be able to  buy i t s  
own supplies in cash, whereby i t  w ill be independent In  choosing i t s  sources of 
supply. The individual member w ill learn to plan his household economy in  a 
better way. Experiences o f  the early stages of consumer cooperative movement in 
Sweden show that the three main reasons for  fa ilu re  in cooperative societies

-2-



were in e ffic ien t management, bad organisation, and cred it trading.

Problems o f Leadership

To develop successfully the consumer cooperatives must work out means by 
which indigenous leadership can be developed. E fficien t and devoted leadership 
both for positions as elected representatives and fu ll-tim e employees is  a pre
condition fo r  the successful running of the consumers cooperative socie ties .

Usual sources o f cooperative leadership in South-East Asia are government 
departments and groups o f p o l it ic a l leaders. This has not been an ideal state of 
a ffa irs  because government o ff ice r s  sometimes lack the commercial training and 
background which is  necessary Tor successful running o f consumer cooperative 
societies . I t  is  o f utmost importance to ensure that cooperatives are not 
used by p o lit ica l leaders to  further party interests or personal p o l it ic a l 
gains. Alternative sources from which cooperative leadership might be recruited 
are professional people such as lawyers, chartered accountants, school teachers, 
university professors and able business people from particular trade commimities, 
existing in the South-East' Asian countries. There is  a risk that people 
recruited from trading communities might be interested in their own group 
interests rather than in  the interests o f the cooperative society . There
fore , even i f  they are good business managers, i t  may not be advantageous to 
involve them in  cooperative leadership positions.

Women have an important role to play in the consumer cooperative 
movement since women are the planners o f household economy and thus responsible 
: ôr most o f  the household purchases. In Japan, and other developed countries, 
women have proved to be able and e ffic ie n t  leaders in cooperative a c t iv it ie s .

It is  not enough to note from where the leadership for  cooperative 
societies can be drawn. It is  also necessary to tra in  prospective leaders. 
Various methods o f training can be u tilised . In-the-job-training has proved to 
be very e ffic ien t method. Study c ir c le s  and correspondence courses must also be 
considered, not to forget about residential courses. To prepare large groups 
o f the population for  cooperative a c t iv it ie s , i t  would be advantageous to 
introduce cooperative subjects in the curricula o f primary and secondary 
educational in stitu tion s.

Open Membership

In South-East Asia the practice of closed consumer cooperative societies  
consisting o f employees in a certain undertaking is  very common. Such societies  
may render improved services to their members in a limited way. Their main 
draw-back is  that they cannot grow above a certain size . Due to lim ited size, 
such societies  often face d i f f ic u lt ie s  in respect o f capital formation, and 
hence are not in  a position  to take advantage o f  low purchase prices resulting 
from large-sca le pnrchas^s,. The prinolple o f  Open Membership Is 'thus veiy 
tant for  the consumer coopera'tiveMHOVQaorrt from the point o f  view o f  i t s  growth, 
and advantages o f  large, scale pperatious. I t  is  therefore important that the
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principle of Open Membership is  not restriqted by economic barriers. The 
principle implies that anybody, irrespective o f race, re lig ion , caste or 
p o lit ica l creed may become a me;nber. Theretiy the consumers' society has an 
appeal fo r  the whole population and not only a group or fraction . In order 
to enable ordinary persons to -^ °°® e  members, share values should be o f low 
denomination.

-4-

Capital Formation and Role of Patronage Dividend

To carry out successful business a c t iv it ie s , cooperatives need 
substantial amounts of cap ita l. Rapid capital formation is  necessary to enable 
the consumers cooperative society  to expand i t s  business, to enter into 
other a c t iv it ie s , and to participate in the creation of a wholesale society .
The bvdlding up of'lntemjxL'Cgjri.'talj comprising o f shares, reserves, and member 
deposits, is  of crucial importanee in fa c ilita t in g  growth of cooperative 
business. Internal capita l secirres independence o f the society which w ill be 
free to act with only the aims of securing maximum possible benefit fo r  
the member-consumers. Self generated capital is  also much cheaper to the 
society  than borrowed cap ita l. A society which mainly re lie s  on it s  own capital 
w ill, therefore, be more competitive, as i t s  cost structure w ill be lower.

A pre-requisite fo r  internal capital formation is  the creation o f surplus
out o f the business a c t iv it ie s  of the society . The prices charged by the 

society  must allow for  such surplus formation. Formulation o f an appropriate 
price policy , and e ff ic ie n t  business management are the two important factors 
a ffecting the creation o f surplus. The surplus w ill thus consist o f payment of 
prices by the members o f -the consumers cooperative which are above cost. Part 
o f the surplus could be used in building up reserves and the rest as patronage 
dividend depending upon the decision regarding long term growth o f the society 
and immediate benefit to  the members. In the movement where an active price 
po licy  is  pursued and immediate price benefits are given to the consumers, 
patronage dividend plays an important role  in the capital formation. In Sweden 
the patrcjpage dividend accruing to a non-m.ember, who has become a customer of 
a consumer cooperative society  is  credited to his share capital account. Ihus 

>a customer by trading with the society can automatically become a fu ll-fled g ed  
member. This practice enables the society to  acquire additional membership 
and capital without forcing new members to make cash payments to acquire a share.

The consumer cooperative organisation is  mainly formed to cater to the needs
o f the consumers. I t  is  not an organisation o f cap ita lists  who wish to 

invest their money in  a profitable way. It  i s ,  therefore, natiiral that a large 
part o f the surplus created in  a consumer cooperative society i s  distributed 
among members according to the size of their purchases or used to build up 
capital resources. Interest on share capital is  thus limited as a rule at a 
rate similar to that offered on fa ir ly  long-term deposits with savings banks.
To avoid excessive influence of one or a few individuals in  a consximers
cooperative society the maximum share holding fo r  each individual member is  also 
lim ited.
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The share capital and the reserves accumiilated in the reserve fund often
prove in su ffic ien t for the necessary operations. Many consumer 

cooperative movements have adopted methods', whereby the members contribute more 
than mere share cap ita l. A method adopted in North /imerica is  that o f the 
revolving fund by which the patronage dividend or part o f i t  accruing to  a 
certain member is  not paid out in cash immediately, but remtiins with the 
society fo r  a limited number o f years. During th is pjeriod the society  can 
u t ilis e  this capital fo r  i t s  current needs. Some ofher movements have 
adopted a system o f family savings. According to  this method, part o f the 
patronage dividend, accruing to  a certain member, i s  credited to  a long
term deposits accoiint o f the member with the society . The money can be withdrawn 
from this acooiml; only after a member has reached 65 years of  i f  he suffers 
from a severe illn ess  or i f  he, or any member of h is family d ies. Thus the 
family savings are an Insurance for  the members as w ell. A ll these methods are 
devised to  increase the internal working capital of the consumers cooperative 
organisation.

In some South East Asian countries, governments make important 
contribution towards capita l in newly-organised consumers cooperative socie ties . 
Such shares or loans are often given on favourable terms. A method should be 
worked out, whereby such socie ties  gradully replace the government capital with 
self-generated cap ita l, so that they eventually gain fu l l  independence.

Size o f Society

There are several ways 'to measure the size of a cooperative society .
The most usual would be: 1. N-umber of members, 2. Capital resources,
3 .Turnover, 4 .Number of shop ou tlets, and 5. Geographical area covered by 
the socie ty 's  operations.

During many years there has been a vivid discussion among cooperators 
in  a number o f countries regarding the optimum size o f society, but i t  has not 
been possible to reach any general conclusion, which would be applicable to 
a ll cases. The advantages o f small and large socie ties  respectively are lis te d  
below:

Small Societies Large societies

1. Better relationship between s ta ff 1 . A b ility  to  employ sk illed  s ta ff ,
and customers,

2. Cheaper and easier management, 2. A bility  to  arrange education.
and public relation  e ffe c t iv e ly ,

3. Honorary work i s  possib le, 3. A bility  to  go into production
or to  influence producers,

4. Direct member participation is  A bility  to make bulk purchases
possible, at lower costs,

5. Easier to implement democracy. 5. A b ility  to withstand temporary
set-back, because o f more substantial 
reserves,

6 . F acilita tes capital formation,
7. A bility  to adopt active price 

p o licy ,
8. Better promotional fa c i l i t ie s  

fo r  s ta ff .



In some o f  the industrialized countries investigations have been made to 
find out the economic e ffic ie n cy  o f societies ' o f various s izes . These investigations, 
as well as actual trends, are very much in favour o f large scale soc ie ties . In 
the United States of ./anerica new societies  not started unless they have a
very large membership and substantial paid up share capita l. In Sweden where some 
500 societies  ex ist, the Cooperative Congress suggested that they should be 
merged, so that within a ten year period there would be only 100 independent 
large-scale socie ties . In Denmark, there is  an argument for  creating one single 
nationwide consumer cooperative society . Thus the general trend is  towards larger 
and larger socie ties .

The question of internal and external economies should be carefu lly  
considered in a discussion on size o f the primary society . In some cases, where 
there are important reasons fo r  maintenance o f small societies , creation o f a 
very strong wholesale with far-reaching influence and fvmctions may o ffse t  the 
economic disadvantages of the small units. In such a situation the wholesale 
society  w ill take over a larger number o f tasks fo r  which i t  is  better suited 
because o f i t s  s ize . In such a case small primary societies w ill be highly 
dependent on the proper functioning of the wholesale.

In the urban areas of South-East Asia, large-sca le societies  would 
probably be a better economic choice. When a small society is  created, i t  should 
be ensured that i t s  growth is  fa c ilita te d  to  the largest possible extent. The 
ultimate aim wherever pr^xxtlcable would "be to have 6ne''cltywMlde''prlmaJy 
coopcrativo in oach. TaotTopolitaa area,, with a 'lorge .numbQr o f outlets end a subs
tantial business turnover.

Conditions in rural areas are considerably d ifferen t. Communications and 
transport fa c i l i t ie s  are much less  developed. Also, in general, the educational 
lev e l is  lower than in the urban areas. In the rural areas, therefore, a 
v illage  centered approach would be advantageous u n til, o f  course, radical 
changes take place in the rural socia l and economic structure. Thus each 
v illage  may have a multipurpose society running a consumer shop or a separate 
consiuner cooperative society . These small shops w ill have to be served by a 
strong central wholesale organisation, which is  large enough to make economic 
purchases to  accumulate su ffic ien t  capital and generate the necessary leadership 
both for  i t s  own a ctiv ities  and fo r  rendering assistance to the lo ca l 
soc ie ties . I t  may be mentioned that in some Western coim tries, the present trend 
is  to  amalgamate small societies  into a d is t r ic t  large-scale consumer 
cooperative on account o f the change in economic conditions and on account 
o f the penetration o f department and chain stores o f the private 
enterprise into rural areas. Needless to state that the desired structural 
change in the organisation o f rural societies  coiild be brought about through 
an intensive member' education programme.
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Line and Quality o f Goods Handled

In order to give maximum benefit to i t s  members the consumer 
cooperative organisation must find out the needs o f  the consumers, and then 
concentrate on dealing in  such goods. For a recently established consumers 
cooperative without su ffic ien t capita l resources, i t  would be advantageous 
to handle only fast moving items, so as to get maximum u tilisa tion  o f i t s  
capital resources. Practices in the private trade in many South-East Asian 
countries show that the p ro fit  margins vary substantially from commodity to 
commodity. With the consumer interest in view i t  would be advantageous for the 
consumers cooperative society , mainly to deal in goods where p ro fit  margins 
are high in the private trade. The assumption is  that the consumers cooperative 
society may be able to s e ll  these goods at lower prices, while i t  would not be 
able to do so vath regard to goods, where p ro fit  margins are small. Naturally, 
with the development o f size and strength o f the consumers cooperative society , 
the trade ought to be esi)andad so as to include a l l  types o f goods. In this way 
the well-established society w ill eater to a l l  needs o f the consvimers.
The goods offered by the consumers cooperatives must always be o f aja 
acceptable quality. Naturally, there are d ifferent grades o f commodities and the 
society shoilld not necessarily concentrate on the best and most expensive 
variety, but rather on the grades in which it s  customer-members are most 
interested. The commodities selected should at least have certain minimvim 
acceptable standard. Thus i t  would not be a good po licy  fo r  the society to s e ll 
sooks which tear apart after a couple o f days. On the other hand, the society 
may well s e ll  second or third grade rice  at low prices, i f  i t s  members demand 
these va rieties .

Price Policy

In developing a price policy , the consumer cooperative must carefu lly  
examine it s  cost structure and analyse such items as purchase cost, storage, 
selling costs, depreciation o f stock, etc. To be able to remain in existence, 
the cooperative must s e ll  the goods at prices which enable i t  to cover i t s  
tota l costs and allow capital formation. I f  a society tr ie s  to s e l l  its  
goods at cost prices, i t  \dll riot be able to generate the capital necessary for 
maintenance and expansion. Adherence to 'such cost price policy  is  also very 
risky. The costs may have been miscalculated or the prices o f commodities 
already bought may fa l l .  In such a case the result could be disastrous, since 
there are no reserves to cushion such shocks.

The choice o f price po licy  fo r  an e ff ie ie n t ly  run cooperative society 
w ill l i e  between market price policy  and an active price policy . The la tter  would 
mean that the society  tr ie s  to s e ll goods according to it s  own costs and capital 
needs, irrespective o f prevailing market price le v e l. Whichever price policy  
is  chosen, i t  must be secured that a surplus is  creatcd at the end o f  the year, 
so as to allow for  (l )  reserve fund allotment, (2) interest on share capital,and 
(3)patronage dividend. The reason fo r  creation o f consumers cooperative 
organisations is  to secure unadulterated goods to it s  members at lower prices. 
Therefore the long-term aim fo r  a l l  consumer cooperatives must be the active 
price p o licy . The argument o f an active price policy  
is  based on the assumption that the quality o f goods and services



offered by the private traders are comparable to those of cooperatives.

Ifader the conditions prevailing in  South-East Lsla there may, however, 
be Cases, where newly-established consumer cooperatives, which have not yet 
gained su ffic ien t strength w ill fear severe price competition from private 
traders i f  the eooperatives attempted on active price policy . The private 
reta ilers  might make a unified action to under-bid the prices of the newly 
established consumers cooperative and thereby put i t  completely out o f business. 
This risk  is  less severe in cases where government is  giving financial 
support to  the consumers cooperatives. Wherever the consumers cooperatives have 
to adopt market.price p o licy , the ultimate aim should always be to ehange as 
quickly as possible to an active price p o licy . Even in cases where the socieiiy 
in  general adheres to market prices, i t  ffishi lower prices of at least some 
goods, where the prevailing p ro fit  margins are excessive. In cases where 
due to competition lower prices cannot be offered , the society might benefit 
i t s  iBftmb̂ rs by a higher patronage dividend. The ultimate lower prices would 
not be as evident, i f  this method is  adopted. On the other hand, the society 
may strengthen its  capital position  by larger allocations to reserves and  
development funds and aim at an active price policy  and better services in the 
years to come.

/activities o f the Central Body

The function o f the central body in strengthening and stab ilis in g  the 
consumers cooperative movement has already been outlined. The creation o f such 
a body is  important to render a niimber o f services to the primary cooperative 
socie ties . Ihe broad area o f a ct iv it ie s  ,o f the central body can be divided into 
two parts, the business and non-business a c t iv it ie s . In some countries two bodies 
v iz . ,  a wholesale society and a union have therefore been created. There are 
however, a number o f advantages in  having the two types o f a c t iv it ie s  under one 
organization:

1. The relations with member organisations w ill be greatly sim plified.
2. Business and non-business a c t iv it ie s  w ill be better coordinated,
3 . Due to the combined a c t iv it ie s , more strength w ill be added to the 

central body for  the benefit o f the movement.

The non-business a ct iv it ie s  w ill  mainly consist o f training of employees, 
member education, press and pu blicity , organisation o f consumer protection 
a c tiv it ie s  and member re lation s. The central body should also imdertake red- 
cross a ctiv it ies  towards i t s  member-organisations, by way of helping weak 
societies to better organisation and operational e ff ic ie n cy . Finally, the 
central body must promote cooperative interests on the national levels and, 
wherever possible, participate in leg is la tion  o f trade practices, and other 
matters of in terest to the consumers cooperative movement.

The business a c t iv it ie s  o f the central body can be divided into four main 
parts: 1 .Purchasing, 2 .Own Production, 2 .Storage and A .Selling.

r
I t  is  necessary for the wholesale society  to ensure that i t s  purchases 

are made from sources which ®an o ffe r  good quality goods at lowest possible prices,.
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One of the fiinctions of the purchasing d iv ision  w ill also be quality control 
of the purchased goods. In some cases i t  may prove economically advantageous 
that the goods are distributed from the manufactwers d ire ctly  to the lo ca l 
society with the wholesale as an intermediary agent only.

The Cooperative 1/Jholesale organizations in  many industrialized countries 
have also started their own production a c t iv it ie s . This has helped them to 
create a greater impact on p ro fit  margins and costs not only in the r e ta il  
trade f ie ld ,  but also in he production o f cons\imer goods. It  seems desirable 
that the cooperative wholesale society  sponsors cooperative production when 
there is  a general shortage o f a certain product in the market, or when the 
wholesale society  fee ls  that i t s  own production would be more economical. 
Unwillingness o f private traders and industrial enterprises to supply to 
consumer cooperatives is  another reason for  starting cooperative manufacturing 
industries. Such industrial enterprises are in  some countries organized as 
special departments in  the wholesale society . In other places the industrial 
xinits are organizad as independent cooperative so cie tie s , which are members in 
the wholesale, an  ̂ the membership of which consists of lo ca l r e ta il  cooperative 
socie ties .

It  is  essentia l that the wholesale, organizations acquire adequate storage 
fa c i l i t ie s  so as to be able to store seasonal goods and therely secure purchases 
at lower prices and even out seasonal price fluctuations.

In the beginning stages of cooperative development, while the wholesale 
society might find i t  advantageous to buy goods in  large quantities, i t  may not 
be able to r e -s e l l  the whole-quantity to  i t s  member organizations. "When such 
purchase policy  is  economically b en e fic ia l, the wholesale might s e ll  the surplus 
quantity to other private r e ta il  organizations. With growing size of the co
operative business, t]ie wholesale should mere and more concentrate on i t s  member 
organizations only.

/.s a general rule there should not be any compulsion for  a lo ca l coopera
tive society  to buy it s  goods from the wholesale. In the beginning stages, 
however, the primary societies  may voluntarily  agree to guarantee a certain 
turnover to the wholesale. Without such support from, the primaries, a wholesale 
organization could hardly develop at a l l .

In the Souteast Asian conditions governments have often participated in 
the creation o f wholesale organizations and cooperative unions. Considering the 
weakness of the primary cooperative socie ties , the governmental assistance in 
th is sphere has been well-advised and valuable. Without it  the weak primary 
structure would need a considerable tine to develop i t s  own central bodies. 
Naturally the government-sponsored, or government-assisted unions and wholesale 
socie ties  are lik e ly  to be under considerable government influence. Thus for 
example part of the board o f d irectors may be appointed by the government de
partment. Wherever government assistance is  necessary, measures should be 
worked out, whereby the lo ca l cooperative societies  gradually assume more and 
more resp on sib ilities  regarding financing and running of the central body.



Parliamentary Structure and Management

In small"cooperative organisations both parliamentary structure and 
management problems are rather simple. The general body consisting o f a l l  membersf 
assembles once or tv/ice a year, and eleets a board o f d irectors, who either 
participate themselves in  the management o f the society or employ a fu l l  time 
manager to perform the task o f management. Ihe employed manager w ill be responsible 
to  the board o f d irectors. The task o f the board of directors w ill be to frame 
the broad p o lic ies  fo r  the society , according to the wishes o f  the general body.

In large socie ties  i t  is  not possible to use the method of d irect democracy. 
The area o f operation usually has to be sub-divided into d is tr ic ts . One d is tr ic t  
may preferably consist o f the area covered by a single shop outlet. At the 
d is tr ic t  meetings the member-customers discuss both the general a c t iv it ie s  of 
the society and the performance and functions o f their particular shop. They 
w ill also e le ct  delegates who w ill be their representatives in the general body 
meeting. The number o f delegates at the general body w ill in this way be 
restricted  so as to enable jsfficriont-discussion.

Ihe function o f the general body is  usually to frame the broad p o lic ies  
o f the consumers cooperative society ,S elect auditors and e lect a board o f 
d irectors. The general body meets only once or twice a year. In the meantime, the 
board of d irectors w ill be the elected body,meeting at more frequent intervals, 
and implementing the p o lic ie s , approved by the general body.

In mapy South-East Asian coimtries the board o f d irectors participates 
actively  in the day-to-day management o f the society . In this work sometimes the 

board ia  even d±vided into several CDmnlttoes vbicii '■aro occijpied. with‘ specialised 
functions in the -rxinning o f the socicty .

This is  »o t aa sitogether desirable development. The elected directors 
w ill not be able to devote their fu l l  time attention to the problems o f the 
society . They are, as a ru le , laymen, and i t  is ,  therefore, d i f f ic u lt  fo r  them 
to  manage the highly technical day-to-day tasks o f the society . In the 
purchasing, storage and selling  functions, quick decisions are necessary and 
the intervention o f the board of d irectors in these tasks often delays decision- 
making and decreases the e ffic ien cy  of the society . The role  o^ the board o f 
d irectors ought to be limited to framing the general p o l ic y , stiponriBion and 
d«cision-nteking in th- most icportajit matters.

I t  seems more advantageous i f  the .functions o f the board are lim ited to a few
important areas. These would be: ( l )  appointing
the key o ffice rs  o f the society , ( Z) maintaining supervision over the work o f the 
society by scrutiny o f periodic reports from the manager, ( 3 ) deciding upon 
the development plans and capital and current budget, ( A ) deciding upon the 
disposal of surplus.

The specialised managers employed by the board o f d irectors ought to have 
a large freedom o f decision in the day-to-day working in the society . They must be
free to employ the necessary s ta ff , to make purchases as and when they find i t
necessary, decide on selling prices, naturally within the policy  framed by the 
board o f d irectors and the general body.Only in  very important matters, such as 
purchase o f real estate or long tem  investment, Ihe consent of the board should 
be necessary.
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The function of the aixiitors o f the society , who have been elected by the 
general body, w ill be to control the working o f the board of d irectors and the 
employed management. Thereby the members w ill be assured that the- society is  
properly run. -

The parliamentary and management structure in  the wholesale society and 
union w ill be very similar to that of the large-size  cooperative society . The 
membership w ill  consist o f lo ca l cooperative societies  which..will send delegates to 
the general meeting of the central body. I t  may be necessary to allow the larger 
societies  to  send more delegates to the general body meeting. On the other hand 
i t  must also be secured that large socie ties  do not become too powerful. I t  would, 
therefore, be advisable to decide on the maximum number o f delegates that 
can be sent to the general body meeting by any individual society . Also in the 
case of the nationwide consumers cooperative organisation i t  may be necessary to 
divide the membership into d is tr ic ts  where representatives from societies  meet 
at d is t r ic t  meetings and e lect delegates to the Cooperative Congress.

The common problem o f the consumers cooperative movement in the region 
has been to secure able and e ff ic ie n t  employees and elected representatives for  the 
consumer cooperative organisations. Member education and employee training are 
very important in th is respect. In order to recru it able employees, the lev e l of 
salaries w ill have to be raised and the senior o ff ice rs  given adequate freedom o f 
action without day-to-day interference by the board of d irectors.

Cooperative Education and Training

Cooperative education may be broadly c la ss ified  into two parts viz.,member 
education and employee training. The objectives o f member education are to' 
disseminate consumer education to  ensure member loya lty , bring about increased 
member participation in the democratic forums of the movement, ensure steady 
supply o f leadership by providing business and cooperative education to  potential 
leader-members. Various methods lis ted  below could be adopted to carry on 
cooperative education a c t iv it ie s :

1 . General Body Meeting,
2. Cooperative press,
3. Radio,
4-. Group discussion,
5. Study C ircle Method,
6. Study tours,
7. Regular training courses, and
8. Seminars and conferences.

The choice o f educational methods w ill have to be determined on the basis 
o f the objectives and the audiences in view. For general member education, general 
body meeting, cooperative press and mass communication media, lik e  film s ,nowspapors 
broadcasting can be employed. However, there exists an active body o f members who 
are keenly interested in cooperative work. I t  is  possible to develop programmes of 
intensive education for this e l i t e  group o f members as also fo r  members o f the 
boards of d irectors. Concentration of educational a c t iv it ie s  on these groups would 
help in bringing about better functioning o f cooperative societies  and would ensure 
steady supply o f leaders. The group discussion and study c ir c le  methods, which
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re ly  on se lf-d irected  educational a ctiv ity , and provide local-based 
and continuous education with re la tive ly  small resources, would be o f 
considerable advantage in tackling these groups. At the secondary levels 
the d is tr ic t  unions in collaboration with the wholesale societies  
could develop regular programmes o f seminars and conferences fo r  the leaders 
at various levels in order to provide fa c i l i t ie s  for  frequent discussion o f 
movement's problems and exchange o f experiences. It  was fe l t  that in South- 
East Asia the-bulk o f educational programmes comprised organisation o f regular 
training courses fo r  members, managing committee members and secretaries.
Although regular courses for important functionaries lik e  secretaries would be 
necessary in educational programmes, a more selective approach concentrating 
on the e lite  members and the board members woiild con^siderably enhance the 
effectiveness o f member education. A wider range o f educational approaches 
than mere instructional courses should also be devised.

■7

Employee training is  necessary to create a cadre o f employees for  
e ffic ien t operations of cooperative socie ties . Two broad c la ss ifica tion s  
in employee training could be made, (l)  Junior personnel training and (2) 
training o f key personnel fo r  occupying business leadership positions. On 
the job training for junior categories such as salesmen, storekeepers and 
accountant assistants could be imparted with negligible costs. The shop 
manager should work out practical methods of giving such training. This training 
coTold be combined with correspondence courses on subjects of interest in the 
shop work giving the trainees necessary theoretical backgrovind. At 
appropriate stages, these employees could be brought together for training 
at residential schools fo r  short periods.

For leadership training, suitable persons would have to be selected and 
required to undergo theoretica l studies combined with practical associate work 
in leadership positions whereby they would acquire the necessary knowledge and 
s k ills . It should be recognised that leadership training is  a long-term task.

The employee training arrangements in the region usually provide basic 
cooperative training and have so far generally not branched out into 
specialised courses for various spheres o f cooperative movement. Specialised 
consumer cooperative courses in various cooperative a c t iv it ie s  and for  various 
categories o f employees are necessary i f  the consumer movement is  to achieve 
operational e ffic ien cy . _

Substantial funds are required for  employee training and member education.
In the early stages*government might assist the cooperative movement in 
financing cooperative education and training programmes. Eventually, the movement 
i t s e l f  ought to take over finance resp on sib ilities  for  cooperative education.
Such funds could be made available by contributions from the lo ca l consumers 
cooperative socie ties . Such contribution may be made by societies  as a per
centage of p’r o f i t s ,  o f the soc ie ties , or on the basis o f membership. The 
la tter  method would be preferable since there would be no educational grant 
by a society i f  i t  did not make p ro fits  during a certain year. Secondary 
business federations could make allocations on the basis o f their turnover.
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Programme 

Thiirsday, June 13

9.00-12.00 noon
2.00-5.00 p.m.

•

Friday, Jtme lU

9.00-12.00 noon

2.00-5.00 p.m.

Saturday, June 15

9.00-10.00 a.m.

10.00-10.4-5 a.m.

11.00-12.00 noon

2.00-3.00 p.m.

3.15-5.00 p.m. 

Sunday, June 16 

Monday, June 17

9.00-10.00 a.m.

10.00-10.4-5 a.m.

11.00-12.00 noon

2.00-3.'00 p.m.

3.15-5.00 p.m.

I en
/  j

_Group discussion on Section I 
Group discussion on Section I contd.

Discussion on Section I.

Free

SECTION II : BUSINESS ORG/.NIS.'ITION OF OOTSUMERS GOOPN

Optimum Size of the Society 
Introduced by: Mr M.R.Bhide ICS

Secretary to the Government o f India 
Ministry of Community Development PR 
and Cooperation, New Delhi

Line and Ouality of Goods Handled
Introduced by: Mr M,N*Ki3ka» Chairman, All-Bombay

ConsuraorS"' Coop S o o ic t ic s ' Federation

Questions and observations

Price Policy
Introduced by: Mr Marian Radetzki

IGA Education Centre

Questions and observations 

Study V isits

Cash Trading
Introduced by: Mr Lampoon Savigamin, Chief

Consumers Cooperatives Division 
Ministry of National Development 
Bangkok (Thailand)

Organisation and Business /activities o f the 
Central Body
Introduced by: Mr Marian Radetzki

ICA Education Centre

Questions and observations

Management Strudture 
Introduced by: Mr M.R.Bhide
Questions and observations.



Prograinme 

Tuesday, Jtine 18

9.00-12.CXD noon
2.00-5.00 p.m.

Wednesday, June 19

9.00-12.00 noon

2.00-3.00 p.m.

3.00-5.00 p.m. 

Thuraday, June 20'

9.00-10.00 a.m.

10 .60-10 .4.5 a.m.

Group discussion on Section II 
Group discussion on Section II contd

Discussion on Section I I .

SECTION I I I  : NON BUSINESS /iSPECTS OF CQNSIMERS 0001^

Parliamentary structure o f Consumer Cooperative 
Movement.
Introduced by; Mr J.M.Rana

ICA Mucation Centre

Questions and observations.

Cooperative Member Education 
Introduced by: Mr J.M.Rana

ICA Education Centre

Employee Training 
Pjincl Diccu0sion.

1 1 .00- 12.00 noon

2 . 00- 3.00 p.m.

3.15-5.00 p.m. 

Friday, June 21

9.00-9.4-5 a.m.

9.^5-10.A5 a.m.

1 1 .00- 12.00 neon
2 .00- 5.00 p.m.

Saturday, J\me 22

9 .00-10.45 a.m.

11.00-12.00 noon

Questions and observations

Coopf-rative Press and Consumers' Protection 
Introduced by; Mr Marian Radet^ki

ICA Education Centre

Questions and observations.

Outline of Consumers Cooperative Movement in Sweden 
Introduced by: Mr Marian Radetzki

ICA Education Centre

Questions and observations.

Group discussions on Section III .
Group discussions on Section III  contd.

Discussion on Section- III

Final plenary and Evaluation of the Seminar.
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PROGRi'iMME

Mpnday, June 10

10.00 a.m.

2.00-5.30 p.m.

Tuesday, Jime 11

9.00-10.00 a.m.

10.00-10-4-5 a.xn.

11.00-12.00 noon

2.00-3.00 p.m.

3.15-5.00 p.m. 

Wednesday, June 12

9.00-10.00 a.m.

10.00-10.4-5 a.m.

11.00-12.00 noon

2.00-3.00 p.m.

3.15-5.00 p.m.

Inauguration
Introduction to ICil /activities
ft ’ogramme and working methods of the Seminar
Presentation o f Background Papers

Presentation o f background papers (contd)

SECTION I  : BASIS & PRIKGIPLES OF CONSUMERS C00PER,'iTI0N

Need for Consumers Cooperation 
Introduced by: Mr B ertil Mathsson

ICA Education Centre

Contribution o f Consumer Operation to Consiimer Problems 
Introduced by; Mr B ertil Mathsson 

ICA Education Centre

Questions and observations

Principles o f Consumer Cooperation in the Context of 
a Particular Cooperative Movement.
Introduced by: Marian Radetzki

ICA Education Centre

Questions and observations.

Open Membership and the Size o f the Society 
Introduced by: Mr B ertil >fe,thsson

ICA Education Centre

Self-financing and Credit Needs o f Consumers Societies 
Introduced by: Mr J.M.Rana^

Education Centre

■„uestions and observations

Disposal o f Surplus and Patronage Dividend 
Introduced by: Mr Bertil Mathsson

ICA Education Centre

Questions and observations
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