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C o n s i 'm e r  C o o p e r a t io n  in R u r a l  K o r ea

tetpsisitlfiii
Urban consumer cooperation on a national scab is virtually 
non-existent in Korea. There is no legal bm& for consumer co
operation. Only m .several years, the government began to work 
on the legislation concerned

However, even with no legal framework for consumer coopera
tion, there have emerged a great number of voluntary con
sumer cooperatives organised either ou the basis of regional 
communities or by private and public organizations. For exam
ple, agricultural cooperatives, credit unions and the Govern
ment Pension bund have organized consumer cooperatives of 
their own for the exclusive benefit of their member consumers.

In the early 19?Os,, the multi-purpose agricultural cooperatives 
and their federation!'National Agricultural Cooperative Federa
tion . N A.CF) introduced a nationwide chainstore system as one 
of the most important services for their member fanners, it 
represents the first organized effort on a national scale for con
sumer cooperation m rural Korea, Since then, the chasnstore 
system has recorded a rapM rate of growth in the number of 
sores and the sales turnovers.

AirteiW gsiprat&g Hamsters Spifiai: Its iim tte i m sprattat
The nationwide multi-purpose agricultural cooperative organi
zation we have today was inaugurated m 1961 by merging the 
Agriculture Banks and the Agricultural Cooperatives, both of 
which bad existed since 1956. It soon turned out that the pri
mary cooperatives, being organized on village basis and thus 
too small m sizetwilh an average membership of 150 fanners), 
could not function effectively to serve iheir member fanners. 
They existed in name only, and without any direct business



C>m/fih'f C vptrjihvt tn fy ir j hwvj

dealings. mereU aeied as intermediaries between {hen- member, 
tanner* and the counts cooperathe* a! secondary lex el Hie 
cnuutx cooperative* praetiealh handled most nf the coopera
tive businesses directly, including the suppK ol fhim ciedu. 
iarm inputs and vOiisunieis j*ik »iU. Use marketing uf fatm pro
duce, mutual insurance, extension and education, etc.

hi <«der to cope unit the problem of *\sleepm$',‘ prn»ar> coup- 
ciatixec. vxe launched a luiUomvide merger dm e in the late 
iWi*. successfully consolidating all the sinal l-<eale coopera
tives uttij opetaiumaiK viable umts of township-level coopera
tives by the mid-1970s,

l-xpaudiosi the operational scale of a pinnarv cooperative alone 
would not automatically assure its xiahle ofseration I heretore. 
ue  developed iun new strategic busmen xensures to bo under
taken b\ the consolidated cooperatives the ehainstore busln- 
nesc and the mutual credit or eooperatixe ItnaficuHJ schvine

Since the opening of Hie Ihsf chatnsmre bx a coopeiame ui the. 
central pan of kuiea and the completion of die \  \fT  central: 
depot ni I'Fu. the chainstore system has recorded a rapid and; 
steady urow tis Ihis reileet* u< overwhelming acceptance and 
patsona^e by the fannei'-eoiKuiueis as well as u> competitive 
strength in the rural consumer markets.

Today. the nationwide chatnslore system consists of a central 
ilepot at the W \rF . {% provincial depots. 2,44{» chamstores and 
supermarket^ in addition. the \  Ntl >uuted to construct the 
kiheus^ central distribution complex last sear ihe tnajot con
sumer woods handled included foods elothme., kitchenware., 
-aiufary i>oodk hon>mu materials. >taiioner\. iurmture, elec
tronic products, etc. Total consumer good supplies reached 
U u 4) billi«m won in l*)%. up ” 5% iiom the year earlier.

mmU ef Mstsre M ess Bf tie NASf
•  I he ImMnew has been pushed fotwaid vmth a view tu up- 

tuadsne the cooperative management efficiency by coordi-
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natmu *t̂  vauous functions The business was worked out 
as a Mimic consumer cooperative aetivsfy. hut was carnal 
out b> taking advantage of and integrating other coopera- 
Uve functions. making it possible to increase the business 
eflkieney in terms of organization. finance. manpower anil

•  linkage between the N \< 'i and pnmarv cooperatives .
1 he consumer goods supply business wa*, carried out in 
close cooperation between the \'A ('I; and pnmarv coopera
tives 1 ids stfategy «;h aisled at impioving the operational 
elTiciencs of chumstoreK by piumptK and aectnateK dis
tributing the goods and information between the \  V 'F and

•  (h e r  the last 2u scars, the cooperative chainstore system 
has made a gieal contribution to the improvement of farm
ers’ welfare and ike stabilization of consumer prices m the 
tura! markets 'Ihrough Hs direct contract* with manufac
turers and its "bottom up" system of Mtppb upon order*, 
from individual membei eoopeiaiives. the clunusture ^ s -  
tem has benefited from a number of advantages . reduced 
price* savings tn distribution costs, timely supply of qual- 
itv goods, and reduced anemones, among others

•  The business eonmbnted to ihe development ot the agsicub 
mral coopetative movement Rural women’s paihcipation 
in the eliainstnre business helped e\panil the cooperative 
movement to the famdv members of each tarns household 
and enhanced the social status and roles of rand women

FatureFrapects
In recent years, we are beginning to lose must of the past ad
vantages because of an increasingly compemive business envi
ronment. liig manufacturers with national brand names have 
set up <mn stores and distribution agents m increasing numbers
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Many convenience stares and supermarkets with modern facili
ties and advanced management have invaded the rural markets.

The after-sales service for durable consumer goads, a serious 
weakness inherent to the cooperative chain stores, is becoming 
an increasingly importaM factor m consumer choice.

To cope with this new competitive environment we are trying 
very hard to streamline the nationwide ehainstore system, train 
professional store managers, and develop new promising 
commodities and equipment related to housing, kitchen, toilet 
and heating improvement, We also plan to modernise the 
NACP central depot by installing an advanced system of auto
mation. ,

We will pursue product differentiation by focusing on strategic 
commodities with our brand names. The system of transporta
tion and after-sales service will also be given an increasing at
tention for eontmmng improvement.
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Mr. Chairman,

Honorable Ministers and distinguished delegates, ladies and 
pemlcinen. first of all. I would like to come> my enopcjalnc's 
tffeeisn*!'* to all o f \ou. on hchaif of fixe million iamth farmers 
in my country

And I am verv grateful to the ('luitrman for iimiH* mo a peat 
nppomsmu to picsenl thiN speech M\ grutmide of couise goes 
to the staff member oi the H A Reutcmal OHke and the local 
orpam/crs lor hosting this meaningful conierciiee

£&S?|8818 $S£f$' M\ topic. Role <d t'oopciatnes us Food Seeunt> , is i*ne of the
sasssiHeSRSi- mo^t profound and essential j^ues for cooperatives t*nJkiv e*-
fSIBHffilt3T§iigfl pec falls for agricultural cooperate e-*
csfiPBsrsthfBs

Because Food scauHs. as a basic human right. ha^ been au 
identical goal of cooperame<. and u is the right lime lo re~ 
exattune die ^oopciamc values hemp put foi iidtiexmg diis 
umwi sal goal. \Uueh die World hood Summit urirentK called 
for the full involvement ofeiwl socieix and N'C it K.

Sim,e ihe Rochdale Coopcrathe vxa.s Founded m Gieat linmm 
in 1X44. the cooperative moxeincni has greatSs eonmbuk-d to 
improving ihe welfare and sohdarit> of human soeien. most of 

winch was io miprmc die loot! Mxuritv ilircuiy ami mdireeik

The cooperate es form oF enterprise has been oiganued In 
more than 760 million individuals m the world, uidudsng Farm
ers, to maximi/t* the hencliiN of production, marketing and
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They provide the social benefits of ensuring food availability 
ami distribution. Through creating employment and hcjs.cc in
come, they also contribute in increasing food accessibility for 
people.

Particularly, in some developing countries uhere die green- 
revolution was taking place, agricultural cooperatives played a 
central role in achieving staple food self-sufficiency.

However, throughout its history, constantly changing socio
economic environments for cooperatives have re-oriented co
operative's role and contributions. Particular challenges have 
confronted the international cooperative movement.

Since the 3970s die market economy has expanded its impact 
dramatically around the world. Traditional trade barriers have 
been reduced significantly and many of those resultants, such 
as the expansion of free trade areas, the decline in government 
support for agriculture, and the deregulation of the financial 
industries, have threatened the economic framework witMn 
which many cooperatives have functioned for decades.

All of ihc*>o change* jcquue euoperamec to he nunc economi
cally efficient.

Aside friun iliove changes. cmipernmcs musi recogm/e the 
most challenging lask facing mankind <!*> we enter mn< the 
twem%-first cesiturv vdneh ?s the eradication <4 hunpoi and 
fond inscvnn?) a.̂  st\ social goal and responsibility to lumsan 
society.

In fact the ab»»\e mentioned changes in the - . ic
emu'onmen^ ha\e worsened the food secura\ sn developing 
and food importing countries

Indeed, in the era of an open market eeonomiCv lackiing hun
ger and iood iiKcciiritx. padientarh for ihc rnral poor, mu-4 be 
undertaken ewical mle fm cooperatives



h \U  studies descnbed the current hnul problems. KOn imlhois 
people oh the globe are Mil! Mdlerim* {Von? huneet and mahm- 
fdtion.

And ihere wdl be 2 6 billion more people to teed h\ ike >eai 
2*C5 Tliuv tdobal iood fjfoduirtion needs t** bo increased In 
more than 75 percent over the next thirty years,

However, the global annual increase m gram pnxluction has 
stood oak a5 U 7-1 percent mikc IWi5s which is far less slum 
projected.

Ladies and gentlemen,

let me elaborate upon the potent contribution of cooperatives 
in ensuring universal food security.

I he Plan oi' Action ul the World 1-ood Sumum indicated the 
\m\\ nf attaining food security at the eoumr\ level

"im n - tiw J pt>idiu twH du tn(Jtth>ini{ < ?<<p\
< tnJ f h a r  tp n n /m i>  in  c f f , \  >\ m  , n m ^ / t \ t n a u  w iih  
fa tx f  f \ 'w r \ y \  o n J  t n i s r h t iU iw o !  in a h -  <.au

s t r e n g t h e n  f o o d  s e c u r i t y .  ”

In implementing this plan. \sh;st can cooperatives deal with and 
to whist extern can ct.)operats\ca be involved to improve the 
I bod situation '*

Cooperatives. hs themselves olien cannot be expected to be 
entirely invoked m this eonn?ry~le\el plan Instead, die strom* 
point of cooperatives lies in rather smaller places hko local 
groups of people attd households

Cooperatives can produce and disfnhute itood qnalits food ;it 
reasonable prices at such local levels
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With a membership of 400 million across the world agricul* 
turai cooperatives assume over 60 percent of food production 
and marketing in most countries.

Particularly, tins region, Asia and the Pacific takes a dominant 
part of the global cooperative movement in the jiurieuUural sec
tor vmh H6 percent of total fanner membership and 7** percent 
of the total number of agricultural cooperatives.

In being aware of this significant role that agricultural coopera
tives play in food security', we should make greater efforts to 
promote agricultural cooperative movements as the way tor- 
ward securing food, especially in the Asia-Pacific region where 
over 60 percent of the world population exists.

In fact, agricultural cooperatives in this region already stand at 
the frontier of global food security'.

Ladies and gentlemen ?

In the Resolution adopted by the Agricultural Committee in 
June 19%. cooperative leader in tins region clearly sialed that 
the best way io achieve global food security is to increase food 
production us each eountrv b\ optimizing it1* available natural 
resource*.

h  w «  p j f t f  «.>/ i f v  P fjn  ‘h'MwVf. farted !>< i f v  Suiwmt L>*t i'm tv r nt 
FLnih'. Hi' CiVpiTJh'sy -wrf i < _ i V  ttr/i' fs phi e\i>" f.i.'ufj/tu'ti!*}/ n.ic

tail; Witter;: Hi jlfMnttJ#

in the 1CA basement at she World 1 ood Summit, the 1CA rec
ommended lisas the vstal sole* of fanuh fann*> and hirmes- 
owned agnoishural cooperatives foi ulokd food sccunix he re
flected m die implementation of the Koine Declaration and the 
Plan of Action oi the World Food Summit
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Here, I would like to approach with the cooperative's valuer, 
identity and principles in putiiag the Plan into our action.

Above all, we. agricultural c imperatives in the region should 
strive to organize small family farms more effectively so as to 
fulfill their vital role in food security and other resourceful 
functions, and to enlarge their management scale to gain eco
nomic sustainability.

Second, we should make our cooperative business active, and 
thereby enrich the economic potential of member farmers in a 
way that we would enable them to participate fully in our ac
tivities.

Whk* v*-e slwmld make etVuits \o reduce their pt"d»i:Uun eosls 
by supplying farm inputs and credil services at reasonable 
puce>, we should ak«t nnpfow cmiperamc iuafketmg Sacihtie^ 
in rural and urban areas hi mdes !*> fiicdiSate hW  distribution 
and access

t hird, we should uy t<s nuke the people k«rmuhie a it:*fi«*nai: 
eonxenstis un fhe imp« Glance t>fk>od ^eauiH. .iml continue to 
emphasi/c extension >cr\ii.es on pioduUMn icchnolot^ex u> 
well as cducatuiu piousams on nuinlson. partsculjrK 1**! chil
dren and women

I’o reach ous Jisll piMenual. we >h<nsld ea^usc ihai equ.d oppttr- 
tumt> he provided for women farmer wlhJse \.mnU" role>. iff 
agriculture and ^onpet^mc development ha\e became increa.-.- 
?ngl> smptsnant

Fourth, we should *lme to contribute m the susiamable de
velopment oi the l<n.;d uumnuuifk"* through ihe devel^pmen! 
and ik-^eniiuation of' su>tauiahie lo«*d production k'chm>h*i.>.> 
and information sebted to environmental consmaU<ui sn nsnd

5
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Kinall>„ the most essential factor h? fostering food security is 
lo consolidate cooperation among cooperatives. We have to 
share the cooperative spirit of earing for others, exchange in* 
formation and technology on processing and marketing in the 
region.

It will he practical to adopt collective upturn in iegionn that 
have similar diet and food preferences, and between coopera
tives in developing and developed countries.

Distinguished delegates!

1 would like to take this opportunity to briefly convey the expe
riences of Korean agricultural cooperatives in contributing to 
national food security.

Established in 196 k  Korean agricultural cooperatives started 
with a multi-purpose system which carries out diversified ac
tivities integrally related to agriculture and rural development.

Its diversified functions include marketing, supply inputs, 
credit and bunking, and cxtcnMon u» coser the \ anous needs of 
member farmer* who carry nu! snuln-crop fanning vuth nee 
being dominant.

We believe tan appjoaehhas deuMveh contnbuted to increas
ing agricultural prodiKHou. e^peesalh a stable supply of nee. 
the Korea?} staple fo*>d

in order lo promote gtoup tanning oi Jamik tann>.. cooperu- 
U\cs base organized cii>p-hused fanning group- at the ullage 
le\el nationwide

Hik gra.^-root organization of cooperatives ha^ received the 
credit, technical assistance and i'ann-mpiits for their sped lie 
crop fanning whde actum as the maj<»rn> in cooperatne mar
keting in Korea



In particular for net* production, the numbers of group have in
creased sharply becau.se of policy emphasis on rice production,

in addition, the numbers of ‘corporate ferns" among family 
fanners arc increasing, while cooperatives try to enlarge the 
management scale of fanners' collective farming.

With respect to food processing and distribution, we recently 
completed construction of over 14b Rice Processing Com
plexes. This modern type of post-harvest technology allows 
farmers and consumers to have good quality rice and good 
economic returns.

We also emphasize food distribution through the establishment 
o f  distribution centers ;fnd retail <»aleh like supe«m nke t \  and 

hyper-markets in consumer’s area.

In o ider  t*» p tos ide  additional mount* for I 'asmas.  food prut.- 
essnu* ha- been amnhei sneain  hne < = ! the cooperative hjMue»* 

m Korea hi l«»tal. ISO p ro c c ^ m y  pl:im- are m openstion io 
generate and return die added \a lu e  o{ hum piodnct> tot mem- 

be? h m ne is

At the v»ne tnno ue hase endcaxoicd to saleemud ibe envt- 
ronmen? tluondi promoting iju.ihtv standaid^ and soil jexitah- 
/anon movement' in to eiicomaee fantfes.x to produce
safe and quality products.

In ordef to finance \an«ms de\elopmem pr<n;r;tui  ̂ and escdst 
piojects including eo<>pcraioc bu^ne^ the total deport i«> co
operative banking readied <’sei 85 billion I S dolLus and the 
\'ation;d \grkuku?\il ( «»opei;tme 1'edetation ranked as the top 
deposit bank m Kok-;i

Despite die rapid growth m the uHfpeiume business \w are 
facing a more diaileiteuig task Since k«»rej ssa^ I unite* 
obliged to open the domestk. food marke? under ne%\ trade

7
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rules. the self-sufficiency rate m food grain dropped drastically 
to under 30 percent in 1996 from over SO percent in 1970,

There was also a sharp decline in the farming population from 
14 million to 5 million over the same period.

We, agricultural cooperatives in Korea, together with, two mil
lion small family farms, will continue to make every effort to 
improve national food security.

Distinguished delegates!

Tins Ministerial Conference of cooperatives is specially mean
ingful because it provides us with an opportune to reaffstsn 
our collective will to achieve food security in the Ad a-Pacific 
region.

i wish to call for the faunable support of governments in the 
region; to make policies to provide family farmers and their 
organizations with incentives to promote their vital role in food 
security.

hiUTuauoual communities should also appioach ihe agnuil- 
Uu<il mule issue not onh by acknowledge*.’. ihe different .stages 
in economic development ami .social and cultural differences 
among nations, but also In con^denng the i»ti!txIunctf«*n«l 
character of agnail! ure.

As dse vsodd economy hecome more prhau/ed. decent raided, 
and commercialized. food pioducUou and trade are lurther 

concentrated in the limited number of food exporters and ex
porting countries, while I bod secants m developing and food 
importing countries docc not *how am sign of improvement

Ws.\ coopeiative leaders in this region mn^i lake a leading role 
aud n re-poiKibdin lo? small laimk farms with the cooperative
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spirit and thus establish firm bases of self-reliant food produc
tion Hi Che region.

Considering the dominant size of the population in this region 
of the world, we all know that no other region can feed this re
gion. We mmt rely on the cooperative spirit of self-help and 
self-reliance.

Thank you very much.
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