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Foreword and Acknowledgement

As the economic meltdown in Asia intensified in early 1998. a fresh 
initiative was launched by ICA ROAP to bring together ICA international 
partners, members, and thinkers for an uninterrupted session in Manila, and 
analyze the impact of the crisis on their respective co-op organizations.

It came as a surprise to witness the strength and vibrancy of many co
operatives in the face of the economic crisis. The discussions which ensued 
centered on what ICA and its strong members can do to maintain their good 
record and performance so as not to lose their lustre, and what measures are 
called for to assist other members that are more adversely affected by the 
crisis.

The excerpts contained in this small booklet bear testimony to the resil
ience of co-operatives amidst the deepening crisis while resisting compla
cency. Indeed, excerpts are not the same as well-written essays or compre
hensive reports. Yet they may serve as a quick reference to remind us how 
co-operatives can remain rich and vibrant in spite of difficult challenges, 
and why it m ust be so.

In hindsight, the first Co-operative Think Tank Consortium (CTTC), 
as it was called, was considered a practical way by which international 
partners, (strong) members, and ICA can shape collaborative mechanisms 
through joint understanding of current trends and future needs. Not just a 
flat and dry consortium as we have seen in the past.

A special word of thanks must go to NATCCO who hosted the first 
CTTC with efficacy, and to all participants who made it a constructive ef
fort for sharing present and future growth of co-operatives.

R obby Tulus
R egional D irector (A sia  Pacific) 

In ternational C o-opera tive  A lliance
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Issue Based Perspectives

“Recent developments in South East Asia, triggered 
by the unstable currency in Thailand, raise concerns 
about the long term economic stability in this 
region.

Like real-world markets, real-world governments 
are imperfect. Real-world governments are susceptible 
to multiple forms of governm ent failures : ill- 
defined goals, poor management, information deficiency, 
rent-seeking behaviour, rent-creating behaviour” .

Co-operatives can offer an alternative model or a 

new paradigm in social and economic development 

th inking  (in this region), because  successful 

experiences among co-operatives practicing the 

ICIS -  albeit still relatively few in numbers and 

usually micro-based -  offer insights into organizing 

sustainable communities, while enunciating good 

governance and value-based management.



PHILIPPINES

The impact on co-ops has been mitigated by a number of factors. 
In general, co-ops have no dollar transactions. They are not import 
dependent. Neither they are heavily in debt. And they are generally 
liquid. Nonetheless, the currency crisis has had an impact on co
ops’ operations. Some co-ops experienced withdrawals due to ag
gressively high rates offered by some banks. Some members who 
have been laid-off have also become deliquent. Consequently, co
ops have become more cautious in lending.

However in general, liberalization and the El Nino have effected 
co-ops more than the currency crisis.

The following strategies may be employed to strengthen agricultural 
cooperatives :
• Development o f  Agri-business M anagem ent Expertise
• Livelihood and Entrepreneurship  Training
• Technology-Transfer
• Financing Coop A gri-Business
• Development of Coop M arketing Grid
• Special Projects

1. M anufacture o f  Fortified NPK Organic Fertilisers 
(granules, pellets, liquid)

2. Rice Strawboard Processing Plants
3. Coop World Trade Centre
4. Farm Guidance
5. Fishery Cooperative Developm ent Program
6. Program  on Professionaliz ing  the M anagem en t of 

Agricultural Cooperatives
7. Am algam ation o f  Agri-Coops.
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ILO

The intractable nature and magnitude of unemployment particularly 
in the Asian and the Pacific developing countries, calls for new 
ideas innovative organizational approaches and told leadership 
if any real progress is to be made in solving this problem.

The basic message is that the best approach to economic 
recovery com bines grow th, solidarity , responsib ility  and
participation , an endeavour in which em ploym ent, labour 
market and cooperative development policies play an important 
and interactive role because economic and social progress must 
advance together sustained by vigorous and permanent education 
and training efforts.

Nine key areas may affect directly -  positively or negatively -  
the cooperative development.

• formulation of general policies on cooperative development;
• cooperative legislation;
• prom otional strategies and supervisory authorities of 

cooperatives;
• cooperative audit;
• cooperative Management Consultancy (CMC) Services;
• human resource developm ent (HRD);
• granting o f  privileges and concessions to cooperatives;
• savings, credit and banking structures;
• special target groups.
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CANADA
CCA

Your m eeting  here w ill be focusing  on the issues o f  governance  and civil 
society. S ince the cu rren t econom ic crisis appears to  be  very m uch about 
governance, the topic is tim ely. Just as the financia l c ris is  in Southeast 
A sia  is testing  m any o f  ou r assum ptions about the opera tion  o f free 
m arkets, so the g radual w ithdraw al o f the sta te  from  the econom y is 
challeng ing  p rio r assum p tions about the w ay co -o p era tiv es  should  operate.

The cu rrency  c ris is  in A sia  is o f course  a cha llenge  fo r everybody. 
D on’t fo rget tha t C anada  w ent th rough  the sam e th ing  in the la te  ’80s and 
early  ’90s. We too  had h is to rica lly  h igh in te rest ra tes, h igh rates o f 
bankruptcy , o f  unem ploym ent. W e’re on the o th er side o f  tha t now  w ith a 
strong econom y. L ots o f  restructu ring  are tak ing  p lace  in co rporate  C anada 
and unem ploym ent ra te  is ju s t still too high but is fa lling . A nd w e’ve got 
the balance sheet o f  the nation  pretty  w ell c leaned  up -  but not w ithout 
a w hole lot o f  sacrifice . W hat w e see A sia  go ing  th rough  today, we have 
been  there. A nd w e w ere there in a very b ig  tim e.

C anadian co-ops represen t a w hole spectrum  o f the ir m em bers concerns 
and preoccupations. T hey  range in scope from  local to  na tional; they range 
in flavour from  the soc ia lly -o rien ted  to  the b u siness-o rien ted . We have 
found  there is room , and  a role, fo r all these varia tions. C anad ians believe 
that our coopera tive  streng th  lies in d iversity .

T he co-ops o ffer the po ten tia l fo r dem onstra ting  the app lica tion  and 
the p rac tice  o f  dem ocracy , thereby  con tribu ting  to  the crea ting  o f a 
stronger c iv il society , ab le  to m on ito r and in fluence  the exerc ise  o f  good 
governance.

DID
Will Financial Cooperative N etworks be significant socio-econom ic stakeholders 
of the New M illenium ?
YES, if we stick to:
• Important Issues

Legal framework 
Sufficient Capital 
Today’s Technology 
Network Integration 
Qualified Human Resources

• Added Value o f Financial Co-op Networks
• Imperative Adaptation
• Continous need for adequate Supervision and Regulation



INDIA

M u f*3SE*
H r  The crisis in the econom y in the South East 
F~ Asian Region in the recent months had only marginal 

impact in India so far. H ow ever due to liberalisation 
and globalisation of the economy it is hard to insulate 
the econom y completely from turnmoils in the region. 
C om petition in the economy is growing and efficiency is 
the keyword for cooperatives to be competitive. Those 
cooperatives, which are financially weak and operationally 
non-viable will have no future as government patronage 
and government support will be out of tune as a matter 
of government’s new economic policy and reforms package. 
This could lead to certain structural adjustments even in 
cooperatives with emphasis on self-reliance, financial 
viability and operational efficiency. Cooperative -  as 
economic enterprises have to be more business like and 
less as agencies promoted and supported by the Government 
for implementing the Government sponsored programmes 
for realising the socioeconomic objectives. This calls for 
drastic changes in the G overnm ent policies towards 
cooperatives and comprehensive amendments in the 
Laws governing operations o f  cooperatives.
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INDIA

T he fe r t i l is e r  c o -o p e ra tiv e  sec to r, has n o t b een  a ffe c te d  due  to  
c u rre n t e c o n o m ic  re fo rm s . T h is  has b een  m ad e  p o s itiv e  d u e  to  
e f f ic ie n t o p e ra tio n  o f  th e  p la n ts  in  the c o o p e ra t iv e  se c to r  as w ell as 
its  m a rk e tin g  s tra te g y . T he  c o o p e ra tiv e  se c to r  is q u ite  c o m p e tit iv e  
and  is in  a p o s itio n  to  ta k e  c h a lle n g e s  a r is in g  o u t o f  e co n o m ic  
re fo rm s .

T he  IF F C O ’s e x p e r ie n c e s  th u s has c le a r ly  d e m o n s tra te d  th a t a 
c o o p e ra tiv e  s o c ie ty  can  su c c e e d  ev en  in  h ig h  in v e s tm e n ts  an d  h igh  
te c h n o lo g y  a re a s  lik e  fe r t i l is e r  p ro d u c tio n . T h e  in s ti tu tio n  h as been  
ab le  to  su s ta in  and  m a k e  g ro w th  b e tte r  n o t o n ly  c o m p a re d  to  p u b lic  
se c to r  bu t a lso  th e  p r iv a te  sec to r. T he  in s ti tu tio n  h as a lso  a d h e red  
to  the P r in c ip le  o f  C o o p e ra tio n  b o th  in th e o ry  an d  p ra c tic e . T he  
en tire  p ro d u c tio n  is m a rk e te d  th ro u g h  th e  c o o p e ra t iv e  sy s tem . T he 
large scale expansion  and  p rom o tional activ ities and  v arious program m es 
fo r the d e v e lo p m e n t o f  c o o p e ra tiv e  sy s te m  at th e  g ra s s  ro o t level 
has e s ta b lish e d  a  v e ry  p o s itiv e  b o n d  b e tw een  IF F C O  an d  its  m em b ers  
w h o  liv e  in  ru ra l In d ia . T h e  c o n fid e n c e  g e n e ra te d  by  th is  su ccess  
has p av ed  th e  w ay  fo r  a v ig o ro u s  g ro w th  p ro g ra m m e  and  th u s  the 
in s ti tu tio n  h as the  c re d i t  o f  m ak in g  la rg e  sca le  e x p a n s io n  o f  its 
th ree  p la n ts  in  a s in g le  year, i.e . D e c e m b e r 1996 to  D e c e m b e r 1997 
w ith  an in v e s tm e n t o f  U S $  65 6  m illio n .

T he to p  m an ag e m en t is q u ite  c o n fid en t th a t th e  so c ie ty  e s tab lish ed  
in 1967 w ill em e rg e  as a g lo b a l le a d e r  in  p ro d u c tio n  an d  m ark e tin g  
o f  ch e m ic a l f e r t i l is e r  lo c a te d  in  a s in g le  co u n try . T h e  so c ie ty  is 
c o m m itte d  to  se rv e  th e  ru ra l p o p u la c e  in n o o k s  an d  c o rn e rs  o f  the 
v a s t c o u n try  an d  a lso  p la n n in g  its  a c tiv it ie s  o u ts id e  th e  b o u n d a ry  o f  
In d ia .

T he  b a s ic  p h ilo so p h y  o f  c o o p e ra tio n , p a r t ic u la r ly  o f  d e m o c ra tic  
m e m b e r c o n tro l an d  c o n c e rn  fo r c o m m u n ity , h a s  b e e n  the  sou l o f  
d e c is io n  m a k in g  in IF F C O . W e h ave  fo llo w e d  an d  tra n s la te d  the 
P r in c ip le s  o f  C o o p e ra tio n  in to  p ra c tic e  an d  IF F C O  h as g ro w n  
b e c a u se  o f  its  c o m m itm e n t to  th e se  p r in c ip le s . IF F C O  h as g a in ed  
en o u g h  e x p e r ie n c e  an d  e x p e r t is e  to  d e v e lo p  a la rg e  sca le  e c o n o m ic  
c o o p e ra tiv e  v e n tu re  w ith  a  d e d ic a te d  w o rk  o f  o v e r  25  y e a rs  an d  th is  
ex p e rie n c e  is re a d y  fo r  b e in g  re p lic a te d  in  any  p a r t o f  the  w o rld  
and  m ore  p a r t ic u la r ly  in  A sian  an d  A fric a n  re g io n s .
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CHINA

( /  Since the Fourteenth National Congress of the Communist 
Party of China (NCCPC), Chinese socialist market economic 
system has moved forward in an all-around way. In line 
with these significant changes, China’s Supply and Marketing 

*\ Cooperatives have conducted new exploratory and pilot 
reforms as follows :

/ , \  1. Making co-operatives truly fram ers’ owned economic
organization

'J

2. Establishing diversified specialized co-operatives 
com plying with the market

3. A ccelerating the steps o f  co-operative legislation

4. Reform ing the co-operative enterprises to meet the 
need of market economy



SINGAPORE

The Co-operative M ovement in Singapore has been able to 
weather the economic crisis well. Its two largest co-operatives, 
which account for 89% of the total m embership, are financially 
strong and robust and have been to respond well to the impact 
of the crisis.

They will have to continue to im prove their business 
efficiency and competitiveness, respond to the changes in the 
market brought out by custom er preferences and globalised 
competition, and strengthen their co-operative identity and 
values.

The crisis has made it more urgent for the credit co 
operatives to improve their business efficiency and management. 
Two projects are being implemented and will now be accelerated. 
One projects aims to provide com puter services to these co
operatives through centrally operated com puter bureau. This 
will enable the credit co-operative to upgrade their business 
efficiency at a m odest cost, with the developm ent cost shared 
by several parties. The second project aims to make the credit 
co-operatives more aware about their risk exposure to manage 
them better.

The Co-operative Movement will also intensify its activities 
to educate its employees and leaders about co-operatives values, 
principles and practices and to create greater awareness among 
its members, the general public and leaders in the 
com m unity about the role of co-operatives in a 
modern society.
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KOREA

A backward step o f  the Korean economy 
will inevitably deteriorate the level of 
employment. The research institute foresee 
the unem ploym ent rate is estimated at 
5-6%. The effect o f  won dollar exchange 
rate depreciation will accelerate inflation. 
Domestic consum er prices are expected 
to soar up to near 10%. The foreign 
exchange rate will remain unstable until 
the second quarter of  1998. Thereafter 
it is expected to be stable at a level o f 
1,300 - 1,500 won to 1 dollar which 
was 807 won in 1996.

A gricultural cooperatives started to take 
measures to ease the situation in the farming 
sector. The measures mainly concentrated 
on reducing farming costs through adjustments 
o f  farming patterns and substituting imported 
inputs with domestic resources. The NACF 
summarized 100 items of cost saving areas 
from various types of farming collected from 71
member co-operatives and drew up a financing V
plan to implement the plan titled “Cost- E
Saving Farm ing” . J
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INDONESIA

The economic crisis in Indonesia has given a very valuable 
lesson which may be able to help in the search for a workable 
cooperative paradigm, at least for Indonesia.

1. Development, which is focused on a group of big entrepreneurs 
and relying on foreign capital does not automatically  
create strong fundamentals. At the time of a crisis misery 
is brought mainly to people whose economy is weak. It 
appears that the policies adopted to overcom e the crisis are 
directed to salvage the big class rather than to touch the 
interest o f  the vast num ber o f  little people.

2. Development which does not em power the people will not 
have a firm basis domestically  and cannot serve either as 
a countervailing power toward outside capital. Consequently 
internal pow er is weak and unable to ward off any crisis 
which may arise.

Here co-operatives are to play an important role and to 
develop its paradigm, nam ely developing peop le’s potential, 
strengthening their economic position and to making them a 
strong basis for development.

14



SRI LANKA

Further s trengthening of the SA N A SA  to meet the challenges 
of the expanding open market forces has several facets. Among 
these are :

a) Financial strengthening : The financial strength of the 
majority as against monopolistic developm ents has to be met 
by facilitating access to capital. Further developm ent of  the 
SANASA Developm ent Bank is envisaged. Branches will be 
established in all major cities.

b) Risk M anagem ent: SANASA has now stepped into insurance. 
The all Lanka Mutual Assurance Organization  (ALM AO) 
established by SA NA SA  is now providing insurance cover to 
all forms of risk associated with lending by our banks. With 
banking and insurance developed to sophisticated levels that 
can be equal to those already serving the capital market, the 
SANASA m em bership can look forward to borrowing and 
investment in an atmosphere more sympathetic to their needs.

c) Producer C onsum er Linkage : Over the years, SANASA 
credit has been directly linked to production. SAN A SA target 
is not only production but producer consum er linkage. This 
will be achieved by a networking of our existing widespread 
organizations. The widespread presence of SANASA is harnessed 
for this purpose. Arrangements are being made to establish two 
district level centres for pooling of production units at local 
level and their work will be coordinated by a centre in Colombo 
which will arrange for delivery of produce to the consumers. 
Consumers not only in Colombo but other countries have been 
targeted.

• Information Based Development
• H um an Resource Development
• S trengthening of Civil Society and Good Governance

15



From the Director General and the 
Development Director of ICA

It will be of interest for you to know that the ICA Advisory 
Board, strongly recom m ended that ICA sharpens its focus of 
the development program me. This should of course be seen in 
the light of the very limited resources, at ICA's disposal. It is 
thus beneficial to produce a global policy, and not a strategy, 
since the differences between ICA regions are so vast. These 
differences will be reflected in the regional strategies.

Although co-operatives differ in terms of structure, function 
and performance as well as the conditions in which they 
operate in the various regions, there are some fundamental and 
com m on areas o f  concern to all co-operatives. This policy will 
identify and address these concerns.

Adjustment policies, economic liberalization and political 
democratization are creating a new environment for co-operative 
development. W hile these new conditions offer opportunities 
for growth, they also require adaptability, and increased efficiency 
and effectiveness on the part o f  co-operatives if they are to 
survive in this highly com petitive climate. The main focus of 
the policy is on this issue.

16



ICA

“There is a need to identify value-added roles which co
operatives both within and outside the region can play in 
challenging the distributional outcom es o f  the marketplace, 
and urging government to put in place policies and development 
resources that will facilitate greater equality for co-operatives 
in the marketplace.

To this end, CIDA, DID and CCA, in collaboration with 
ICA-ROAP, are carrying out an in-depth study of Asian and 
Canadian co-operatives, which will serve to define a global 
strategy for CIDA supported program s in the Asian co
operative sector, and to demonstrate clearly, the specific role 
played by co-operatives in these increasingly interactive economies.”

There is need to “talk u p -an d  to d is tingu ish-va lid  people- 
based co-operatives in the market place. This will :

help to clear up m isconceptions currently  held in private 
and public sector concerning what co-ops are all about; 
bring discussions about economic developm ent o p tions-  
such as m icro finance and micro en terp rise-in to  the co
operative domain where there is indeed a natural fit; and, 
clarify and help current and potential stakeholders understand 
the im portant role co-operatives can play in challenging . 
the distributional outcomes o f  the m arket and urge for 
greater equality in the marketplace

17



From the Discussion Paper Prepared by the 
Regional Director, ICA ROAP

While micro finance and 
m icro -en terp rise  should 
have fallen more logically 
under the co -o p era t iv e  
domain, our co-operative 
system has been almost 
co m p le te ly  ig n o re d  or 
m isca lcu la ted  by those 
agencies promoting micro 
interventions, due to the 
overriding “image” that co
operatives -  especially in 
developing countries -  are 
state controlled enterprises.V

There is an urgency for ICA 
RO AP to increase its efforts 
to review in earnest successful 
co-op entities that are genuinely 
people-based and viable, and 
those which have become fully 
se lf-re lian t fo llow ing  their 
transform ation from hitherto 
government sponsorships. This

i Consortium  could help set 
im portan t param eters  for 

identifying these successful, 
self-reliant co-operatives.

------------------------------------------------------------------------------------------

Relative to the Development Goal, Six Key Areas (KRAs) 
were identified:

1. Policy Development and Legislation

2. Leadership and Value-Based Professional Management

3. Trade and Business Development

4. Women Empowerment and Gender Main streaming

5. Food Security and the Environment

6. Consumers Co-operative Development

7. Other Development Partner’s Priorities which support 
or com plem ent above KRA’s.

111 mil— m n w w w i —  ■ — ii —
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Dynamics of Co-operative Development
by  D r. Ian  M a c P h e rso n

I w an t to talk  about som e reflections on the p rincip les, the iden tity  and  i t ’s 
com p lex ities fo r h a lf  an hour, bu t I hope tha t I can be fairly  sim ple w ith it.

W hen  a num ber o f  us, includ ing  H ans, undertook  a rev iew  o f  the princip les, 
and  tr ied  to  u n d ers tan d  the values, and  the w ay  in w h ich  the m o v em en t w as 
develop ing  around  the w orld, w e found  out, in  so m any w ays, how  subtle, and 
how  com plex , and indeed, how  w onderfu l, the co-opera tive  m ovem ent is. A nd 
perhaps, one o f  the th ings that w e d o n ’t do  enough, is to  appreciate  the com plex 
ity and the in tricacy  o f  those o rgan izations. Perhaps, because  w e live in them  so 
m uch. A nd  w e tend  to  w an t to  reduce  them  to  rather sim ple th ings, and in  som e 
w ays, w e a lw ays have to  do that. W e m ust reduce  co -operatives to  sim ple ideas, 
in o rder to find  as to  w hat it is that w e w ant to  do, and how  we w ant to do it. But 
w e should  n ev er lose sight o f  the com plexity .

R ecently , I have been  w riting  about c red it unions around  the w orld . I t ’s a 
ra ther in teresting  task. In  the w ake o f  that, and  w hat w e saw  in the con tex t o f  the 
P rincip les, I have com e up w ith a w ay o f  th ink ing  about them , and the con tex t fo r 
how  w e m ig h t consider the w ays in w hich w e apply  the p rincip les and the values.

I th ink  o f  it as the dynam ics o f  co -opera tive  organizations. It is n ’t a fin ished  
concept. I t’s unfo ld ing  as it w ere. I hope that I can  get som e feedback  afterw ards 
from  any o f  you. I w ould  appreciate  it very  m uch. C ritic ism s are a lw ays w e l
com e.

Spheres :

O ne w ay  o f  th ink ing  about these  o rgan iza tions is to  th ink  about the spheres 
w ith in  w hich  they  function . I have com e to th ink  that co-opera tives function  in 
fo u r m ain  spheres. A nd  you have to th ink  ab o u t all four. A nd if  you  d o n 't  pay 
atten tion  to  them  adequately, there is p robab ly  go ing  to be som e m istakes. A nd 
the m istakes w ou ld  have  been m ade because  the spheres have no t been  g iven  due 
a tten tion .

M em bers  -  T he Iden tity  S tatem ent, in  som e w ays qu ite  subtly  pu t m em bersh ip  
first. If  you look  at the w ay  in w hich  the p rinc ip les are w orded , the structure  o f  
the docum en t itself, there  is a lo t o f  em phasis on  m em bersh ip . T hat, desp ite  the 
fact, tha t in  m any  parts o f  the w orld , w e have  no t trea ted  our m em bers very  w ell, 
fo r all k inds o f  reasons. B ut m em bers are at the heart o f  the Identity  S tatem ent. 
A nd  they  shou ld  be at the heart o f  w hat w e do, how  w e associa te  w ith  them , how  
w e serve them , how  w e listen  to them . T hey  are  very  cen tra l to  our w ho le  reason  
fo r being .
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A nd m em bersh ip  is not a sim ple concep t again. A nd how  w e deal w ith  m em bers, 
and how  w e m agnify  our re la tionsh ips w ith m em bers is one o f  the great ch a l
lenges that we have. So a very  im portan t, prim ary  sphere o f  activ ity  is m em bers.

Structure  -  The re la tionsh ips w e have w ith ou r structures is ex trem ely  im portant. 
A nd I th ink  the structure is essen tia lly  tw o m ain areas. T he structu re  w e have 
w ith  our fe llow  co-op organ iza tions, and how  w e w ork out that re la tionsh ip , and 
how  we bu ild  on it, and  use it, pay  atten tion  to it is very im portan t. I also  include 
under structure , the w hole issue o f  governm ent, because  w e live w ith in  s truc
tures, im posed  by governm ent.

T he Iden tity  S ta tem en t co rrec tly  m ade the po in t that w e are au tonom ous 
organizations. D oes it m ean  tha t w e no longer deal w ith  governm en ts?  T hat is 
silly. W e live in a w orld  in w h ich  governm ents are alw ays im portan t. A nd we 
have to be concerned  about leg islation . We have to  be concerned  abou t g o vern 
m en t policy. We have to be concerned  about the w ay governm en ts are m anaging 
o u r society. A nd w e have to  m ake our voices heard. So structure  is a very, very 
sign ifican t part.

C om m unity  -  T his is som etim es thought o f as a new  princip le . It isn ’t a new  
princip le  at all. It is a  res ta tem en t o f  w hat had  alw ays been , and w hat should  be 
very  significant. It is the social d im ension  o f  co-operatives. A nd I am  so p leased 
and  proud, o f  the w ay in w hich, so m any m ovem ents around  the w orld  have taken 
th is one to heart, and have started  to  re th ink  their re la tionsh ips to the com m unity , 
and  w hat exactly  that m eans.

M a n a g em en t ~  T here are tw o d im ensions o f  m anagem ent. T here is one in w hich 
w e m ust alw ays focus, and it 's  ex trem ely  im portant. A nd that is the one in w hich 
w e strive to m ake efficient, effective organizations. T hat is an ob liga tion  we ow e 
to  our m em bers. I t’s the best w ay w e can guaran tee the fu ture  o f  our o rgan iza
tions.

T here is ano ther d im ension  to  m anagem ent. T his is one that has been rather 
bad ly  looked  after in m any co -opera tive  m ovem ents around  the w orld . A nd that 
is the no tion  o f  m anagem ent tha t b rings these all together. A nd m anagem ent 
w ith in  a co-operative refers, in m y m ind, to people w ho are em p loyed  as such. 
B u t there are subtle w ays in w hich  d irectors and m em bers are also  engaged  in the 
m anagem en t o f  their co -operatives.

A nd so 1 w ould pu t those fo u r spheres as being the ones in w hich w e all 
w ork. T hey define in m any w ays w hat co-operative en trep reneu rsh ip  is. B ecause 
it is how  w e deal in all those fou r spheres that determ ines w 'hether o r not we are 
go ing  to be successful.

I w ould  argue too, tha t in  deve-lop ing  our approach  to  those fou r spheres, 
the p rincip les and the values are good  guidelines.
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T he w ord gu ide lines is a doub le-edged  one. T hose  princip les are not a rb i
trary  sta tem en ts. T hey  are not m easurem en ts. T hey  are enab ling . T hey  are 
em pow ering . T hey point to the righ t d irection . B ut if  you look at each  one, they 
w ould pu t p ressure on you  as a person , and  on you r o rganization , to  address each 
o f those spheres. A nd they w ill g ive you som e suggestions as how  you deal w ith 
m em bers, how  you deal w ith structure, how  m anagem en t should  function  and 
w hat w e do in our com m unity . T hey are not som e fin ite  and perfect statem ents, 
o r form  o f  judgem en t.

You m ay or m ay not agree that those are the spheres o f  ac tiv ities w ith in  
w hich co-opera tives w ork.

Perspective:

W hat determ ines how  w e approach  those spheres aside from  the values and 
the princip les, are essen tia lly  perspectives. W e tend  to  b ring  these perspectives to 
our co-opera tives, w h ich  w ould  help  to shape and to  in fluence the w ay in w hich 
we use the princ ip les and the values and spheres.

M ovem en t -  M aybe no t as strong as the o ther tw o, bu t nevertheless im portan t. I 
d o n 't believe, w e have yet a good  understand ing  o f  w hat a co -operative m o v e
m ent rea lly  rep resen ts . T here is so m uch yet to be done. In  a sense, it is a 
universal m ovem ent. A nd one o f  the com m on errors is to th ink  that it is E u ro 
pean and then app lied  som ew here else, a lm ost in the w ake o f  em pire. I d o n ’t 
think that is to tally  true. But aspects o f  that m ay be true. In  o th er w ords, there 
are co-opera tive  in stitu tions and traditions that are basic  to  any society.

B ut the m ovem en t did start in a structured , o rgan ized  w ay in E urope. It w as 
a daugh ter o f  the E n ligh tenm en t and o f  the changes tha t g rew  in the n ineteen th  
century. It carries m ost o f those elem ents tha t cam e out o f  that tim e. B ut there is 
an in teresting  p rob lem  about such a m ovem ent in a w estern  society, because there 
are patterns o f  though t in those societies that are no t particu larly  applicab le  to 
w hat co -opera tives are all about. The patterns o f  though t tha t cam e out o f  the 
eigh teen th  cen tury  w as binary. T hings w ere e ither true  or false. T he answ ers 
w ere yes o r no. T here  was a search  for a k ind  o f  un iversa l law s that dom inated  
that k ind  o f  thought. T here w ere ideological system s that em erged  out o f w estern  
thought, that w ere in m any w ays not friendly  to  co -opera tive  thought. A nd so, 
co -opera tiv ism  has had a hard tim e in w estern  though t., and that is not som e
thing to  be d ism issed  quickly. A nd then it w as bu ffe ted  first by the m anagem ent 
structures that w e borrow ed  from  the arm ies in  the late n ineteen th  century. Then 
it w as buffeted  by the w ay in w hich it w as used by the northern  em pires, w hich 
sought to  im pose co-opera tives in the south.

O ne reason w hy governm ents p lay the role they  do  in the co -operatives o f 
southern  countries is that they unconsciously  inherited  som e o f  those traditions. 
The universal B ritish  reg istrar w as not particu larly  beneficial.
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I w on 't even gel into post-m odern ism  in w estern thought, and the kind of 
thinking that has characterized  so m uch o f  the north. It too w as not particularly  
beneficial. In fact, it m ay be. that the essential co -opera tive  m essage is m ore 
clearly  understood  in o ther societies, in o ther patterns o f  thought. So m ovem ent, 
nevertheless, is a w ay o f understanding . A nd it does have its im peratives. Those 
w ho belong to the m ovem ent w ill be m uch influenced  in how  they think o f that 
sphere. 1 do not how ever believe that those are the m ost p rom inent o r the m ost 
com m on kind o f  co-operators.

S itua tiona l -  The perspective that people tend to bring  com e from  the situation  in 
w hich the co-operatives em erged. I am  Scottish. C anadian . C o-opera tives that 
em erged  in my part o f  the w orld , am ong my people, reflec ted  that, m ore than 
anything else. A nd they reflec ted  the circum stances and the situation , in w hich 
the people I know  and I belong to. existed.

In co-operatives w e 're  shaped  by that and continue to be so. In fact it's  one 
o f  the m ost fascinating  th ing about co-operatives. W herever you go in the w orld, 
they are such w onderful barom eters and insights into their societies.

The situational im peratives are very pow erful. T he situations w ill then shape 
again  and influence how  peop le  think o f  the p rincip les, how  they th ink o f  the 
values, and how they w ant to conduct them selves in those .spheres.

A dap tab le  -  There is ano ther approach , com m only  found in the U nited  States, 
and that is the notion that co-opera tives are adaptable o rgan izational fo rm s w ith 
out a great deal o f ideological o r ph ilosophical content. If  it m akes sense for us to 
do it. w e ’ll do it. T here  are a lot o f co-operatives like that. T hai loo  will decide 
how you th ink o f m em bers. You w ill p robably  suggest som eth ing  about com m u
nity. if you com e from  that background . But you w ill p robab ly  have a lim ited  
concern  about your com m unity.

Cultures :

It occurs to me that co -opera tives  have d ifferen t cu ltu res. C o-opera tives 
tend  to dem onstrate  three k inds o f  cultures. T hat applies to w hatever perspective 
you  com e from . A nd the k ind  o f  cultu re  you have w ill greatly  shape how  you 
th ink o f the spheres.

P opu list -  Populism  m eans an approach  to o rganizational behavior, to politics, in 
w hich you em phasize dem ocracy, participation , direct invo lvem ent, lim ited use 
o f  p rofessionals. T hose k inds o f co-opera tives are everyw here. T hey  have a deep 
com m itm en t usually, if th ey 're  function ing  w ell, to m em bersh ip , a lim ited use. 
som etim es even a lim ited  respect, fo r m anagem ent. T he ir notion  o f  structure will 
m ean  that they will w ant o rgan iza tions that will help them  to do m inim al set o f 
tasks. Typically, it 's  education . Typically , it 's  a bit o f governm en t representation .

Populist organizations w ill o ften  have a deep tie to com m unities, because
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these are ne ighbours and friends, w orking together w ithin a specific geographic 
context. So a populist culture, w hich is a vibrant cultu re , m ay be very attractive 
to you. T hey have a lot o f virtues. It d o e sn 't m ean  there a re n 't  m anagem ent 
issues w ith  populist co-operatives. It d o esn 't m ean there are no m anagers. But 
the dom inan t force is the volunteer.

M anagerial -  T his is a ra ther com plex one that exists on several d ifferent levels. 
But it is a co-opera tive  in w hich the initiative and the drive com es from  m anage
m ent.

Som etim es, w hen m istakes are m ade, they will naturally  p lace their em pha
sis on m anagem ent issues, and particularly, that d im ension  o f  m anagem ent w hich 
looks at efficiency, accounting , m arketing , labor rela tions, but not necessarily , 
and in fact rarely, at the overall.

T hey will tend to  look a little m ore critically  at m em bers, and m aybe w ant to 
sim ply use them  as custom ers and som etim es to  m an ipu la te  them . A nd their 
structures w ill be very m uch driven  by m anagerial concerns. T he ir sense o f  co m 
m unity w ill be a m ark e te r 's  sense o f com m unity. A nd it 's  not bad. But th a t's  the 
characteristic .

S tructural -  T his is the co-operative in w hich the p reoccupation  is w hat is the 
appropriate grand structure. A gricultural co -operatives, typically, have to now  be 
concerned  not only  about their kind o f local m arkets, but o f big m arkets. They 
have to th ink  qu ick ly  and internationally . So their concern  is how  to re-structure 
them selves that they can reach out to m any differen t parts o f  the w orld. F inancial 
co-operatives are a lso  often that way. w here the big structural issues start to d o m i
nate.

Stages:

C o-ops go th rough  three stages:

F orm ative  -  W hen I thought about credit unions, there is a form ative stage. In 
this stage, they had a populist culture. They had a m ovem ent o r situational p e r
spective. The spheres w ere ultim ately  developed to m eet the needs o f form ative 
credit unions. I th ink  it holds in o ther types o f  co-opera tives. M aybe another way 
o f looking at it is as the p ioneer stage.

N ationa l -  The in teresting  issue is w here you draw  it o ff w hen suddenly  you say 
that you are in the national stage. But I th ink w hat's  im portant is w hen a national 
m ovem ent is not ju s t a servant but w hen it is a driver, and w hen the national 
perspective, finally  has pow er, and it has influence. A nd it is forcing change.

That is a stage that is not easily  m et in a co-opera tive  m ovem ent, because o f 
our em phasis on local contro l and autonom y. But w hen that happens, it becom es 
a national phase.
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I th ink that there are re latively  few  m ovem ents around  the w orld  that have 
reached  that stage, because characteristically , co-operatives at the local level w ill 
keep  the national o rgan izations u nder pretty  tight contro l. But there is a tim e 
w hen  it becom es im portant that the national o rganization  w ill have som e clout.

In terna tiona l -  T his is the stage in to  w h ich  we are going. It 's  not easy  because it 
m eans tran sitions , re -th ink ing  spheres, re -o rgan iz ing , deep en in g  o u r p e rsp ec 
tives, and transfo rm ing  our cu ltu res, in  w hich  w e genuinely  th ink  o f ou rse lves in 
in ternational term s and th ink stra teg ically  from  an in ternational standpoin t. Som e 
parts  o f  our m ovem ents are do ing  that now.

I hope that the dynam ics w ill be useful to you. W hat I found  fascinating , 
w hen  I d id  my scribbling  on cred it un ions, w as to try to pu t m ovem ents , inc lud 
ing the one into w hich I belong, in to  that context. W hen you do that, w hat is 
fasc inating  is that each sphere, perspective, culture, stage, and re la tionsh ip  has 
its ow n  typ ical problem s and solutions. 1 w ould  like to w rite som e o f that.

I hope that it has not been too  hard  to d igest. I w as excited  by th is as a w ay 
to understand . I found it very  useful. I hope it w ill do the sam e fo r you.
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Translation of New Co-op Principles 
to Legal Norms

by Dr. H ans M u n k n e r

Clarifying the Meaning of Technical Terms

L egal norm s are ru les set by people for the behav iou r o f  people  am ong them 
selves. They set out w hat to  do and w hat not to  do. Such norm s are based  on 
general ideas in w hich peop le  believe, w hich influence the ir w ay o f  th ink ing  and 
acting. O ne precond ition  for the effectiveness o f  legal norm s, especially  o f  those 
based  on new concepts, is that these rules m ust be understood , accep ted  and ap 
p lied  by people. In m any countries, know ledge o f  the law  constitu tes a m ajor 
p roblem .

W here law s are used as developm ent tools by the state, it is not sufficient to 
m ake new  legal rules. E ffects can only be expected  if  an agency  is created , to 
m ake the new  rules know n and to im plem ent them , even against the resistance of 
those w hose righ ts are affected  by the reform . F o r m any decades it has been 
believed  that only  governm en t agencies could help to im plem en t new  legal norm s 
(public law approach).

A better approach  to using legal norm s as in strum ents fo r developm ent is to 
em pow er the citizens, to in form  them  o f  their new  rights and to  encourage them  
to claim  and defend  such righ ts (private law  approach). T h is can  only be brought 
about by in form ation  and life-long  education , being  one o f  the co-opera tive  p rin 
ciples. It fu rtherm ore requ ires that people unite to figh t for the ir right, that they 
form  associations, federations, p ressure groups and co-opera tives to exercise  le
g itim ate pow er accord ing  to the proverb  that "one finger canno t m ake a fist.”

Co-operative Principles

The new  statem ent o f  the IC A  on the co-operative iden tity  is com posed  of 
three elem ents:

* A defin ition  o f  the term  "co-opera tive  society" to overcom e confusion  and 
m isconceptions about this form  o f  o rganisation  and to  state in c lea r term s 
tha t co-operatives are au tonom ous, private, u ser-driven  and  user-contro lled  
enterprises based  on self-help  and self-responsib ility  o f  th e ir m em bers.

* A  statem ent o f  the basic  co -operative values, underly ing  co-opera tive  ac tiv i
ties and defin ing  their un ique character.

* A  list o f  7 co-opera tive  p rincip les w hich serve as gu idelines fo r those w ho 
w ant to put co-opera tive  ideas and values into practice.

25



W ith its new  identity  sta tem ent, the ICA  has tried to g ive a c lea r answ er to 
the questions o f w hy do people eo -operate  and how can they co -opera te  best?

The identity  sta tem ent o f  the ICA  presents a com bination  o f  general ideas or 
m oral/e th ic  norm s w hich are usually  accepted  by people w ho w ish to co-operate 
as being valid , ju s t and reasonab le . S elf-help , se lf-m anagem en t, se lf-re liance  
and self-responsib ility  on the basis o f equality  o f m em bers as hum an being are 
com b ined  w ith so lidarity  and m utual assistance  w hich  is u sua lly  ex tended  to 
m em bers only but cou ld  also  be ex tended  to all persons living in the com m unity. 
By restric ting  so lidarity  to m em bers only, defin ing m em bersh ip  crite ria  (com m on 
bond) and practising  the p rincip le  o f  open m em bership , all persons w ho m eet the 
requ irem en ts  for m em bersh ip  and  w ho agree to accep t the re sp o n sib ilitie s  o f 
m em bersh ip  have the chance to co-operate.

By including ano ther value o f  social responsib ility  and caring  for others, co 
operatives find their p lace betw een  egoism  (group egoism ) and altru ism . H ow 
ever. experience has show n tha t in the long run. a ltru ism  alone is not a stable 
basis for co-operative w'ork. U nless the m em bers find  the ir in terests p rom oted 
w ith priority, their w illingness to  co -opera te  and m ake con tribu tions to the co m 
m on cause will decrease and finally  disappear.

As any w orkable concept o f  hum an endeavour the concep t o f  co-operation  
has to respect the pow er o f  the state, the pow er o f capita l and the w eakness the 
hum an being. H ow ever, w ith regard  to the pow er o f cap ita l, co -opera tives follow  
their ow n rules. C o-opera tives w ere initially  form ed as a m eans o f  w orkers to 
escape from  explo ita tion  by cap ita lists. T his b irthm ark  still de term ines the a tti
tude o f  co-operatives v is-a-v is capital. A ccord ing  to co -opera tive  philosophy, in 
co -operatives the role o f  capital m ust be lim ited . C apital is dep rived  o f its pow er 
o ver people , capital shall serve ra ther than govern . T herefo re , capital neither 
serves as a m easurem ent for voting  rights (one m em ber - one vote) no r for profit 
d istribu tion  (patronage refund). As a concession  to the pow er o f  capital, share 
con tribu tions are usually  rew arded  by d iv idend, how ever, the princip le  rem ains 
"lim ited  return on capital".

H ow  can these general ideas and the princip les derived  from  them  be tran s
lated to legal norm s?

The ICA being a w orld -w ide  m ovem ent has to find a defin ition  o f its value 
base w hich is un iversally  accep ted . A fter the approval o f the new  statem ent on 
co -opera tive  iden tity  at the IC A  C en tenn ia l C ongress in M an ch este r in 1995, 
fo llow ing  five years o f  in tensive w orld-w ide debate , the com m on value base and 
the typ ically  co-operative structure  appear to be uncontested  am ong  the m em ber 
organ isations o f the w orld  co-opera tive  m ovem ent.

C o-operatives are now  universa lly  accepted  to be au tonom ous, private self- 
help  o rgan isa tions, in  w hich  ow ners, dec is ion -m akers  and users are the sam e 
persons (princip le o f identity).
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T his m eans that p ractices dating  back to colon ial tim es and to socialist eco 
nom ic system s, w hen co -operatives depended  on governm ent subsid ies and w ere 
used as instrum ents fo r the im plem entation  o f  governm ent p rogram m es are iden
tified  as de trim en ta l (L aidlaw : G overnm en t m oney is the kiss o f  death  to co 
operatives).

Co-operative Law or Law for Co-operatives

In the fam ous recom m endation  o f the In ternational L abour O ffice (ILO ) con 
cerning the role o f co-opera tives in the econom ic and social developm ent o f  the 
develop ing  countries (R ecom m endation  No. 127 o f  1966. para 10(a)) it was stated 
that governm ents should  "detec t and elim inate  p rov isions contained  in law s and 
regulations w hich m ay have the effect o f  unduly restric ting  the developm ent o f 
co -opera tives th rough  d isc rim in a tio n "  e.g. in regard  to taxation , a llocation  o f 
licenses and quotas, and failure to take account o f  the special character o f  co 
operatives and the ir particu lar rules o f operation  and to  avoid  inclusion  o f such 
provisions in future law s and regulations.

The pu ipose  o f  a co-operative law  is am ong o th er th ings to  d istingu ish  co 
operatives from  o ther form s o f  organisation . T his can  be done best by stressing 
particu lar features o f  co-opera tives w hich g ive them  a strong profile , e.g. that co 
operatives pursue the goal o f  p rom oting the in terests o f  their m em bers, do busi
ness only or m ainly  w ith  their m em bers, d istribu te  su rp lus in p roportion  to busi
ness done by the m em ber w ith the co-operative en terprise .

Furtherm ore, a good  co-operative law  should encourage  w hat is in line w ith 
co-operative p rincip les (for long term  success) and d iscourage  or p rohibit w hat is 
con trad icting  the co-opera tive  p rincip les (to  avoid know n m istakes), e. g.. co 
operatives should  not be forced to use their funds for tasks im posed upon them  by 
governm ent o r to deal w ith non-m em bers. R ules in fluencing  the w ork o f  co 
operatives or govern ing  co-operatives can be found in several officia l docum ents.

Laws and Regulations

Provisions in fluencing  the w ork o f co-opera tives arc m ainly to be found in 
co-operative law  but also  in o ther law s like labour law. com petition  law  and tax 
law.

A ccord ing  to para  10 o f the ILO  R ecom m endation  127 o f  1966. existing  co 
opera tives should  be consu lted  during the law -m aking  p rocess and should  be 
associated w ith the form ulation  and application o f co-operative developm ent policy 
(paras 4. 5 and 7).

A no ther question  is, how  detailed  should a co-opera tive  law  be? It m ay be 
better to  have a com prehensive  law  con tain ing  all crucial m atters like the focus 
on m em bers, the pro tec tion  o f  m em bers righ ts and  the defin ition  o f  m em bers
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ob ligations, the p ro tec tion  o f  m em bers against w ron g -d o in g s o f unscrupu lous 
board  m em bers and the defin ition  o f the responsib ilities o f  o ffice-bearers.

The new  co-opera tive  p rincip les o f  the 1CA recogn ise  co-opera tives as au 
tonom ous and independen t o rganisations, w hich transla ted  to  legal norm s w ould 
m ean that they are recogn ised  as legal entities in the ir ow n right. T his m eans 
furtherm ore that co -opera tives should have au tonom y to m ake their ow n by-law s 
rather than being forced to accep t m odel by-law s.

A nother requ irem en t fo r im plem enting  these co -opera tive  p rincip les in p rac
tice is that the law  and regu la tions m ust not be so deta iled  that no room  is left for 
se lf-regulation .

T he best w ay to  respect co -operative au tonom y in the fie ld  o f  by-law s w ould 
be to provide the necessary  know  how in a m anual "H ow  to m ake by-law s." This 
w ould pass on the necessary  expert know ledge to co -opera to rs , an educational 
effect that d is tribu tion  o f  m odel by-law s w ould  not have.

T he new co-op  p rincip le  o f  autonom y and independence  defines co -opera
tives as possib le  developm ent partners, how ever it is now  stressed, that such co l
laboration , for instance betw een  governm en t and co -opera tives, has to be on m u
tually  agreed term s and w ithou t effect on the independence  o f  the co-operatives.

T his excludes fo rm er practices o f using co-opera tives as developm ent tools 
and conduits for soft loans and technical aid, w hich underm ine  the self-help  char
acter o f co-operative societies and m ake them  dependen t on ex ternal funding.

Tax treatment of co-operatives

W here all reg istered  co-opera tives are offered tax exem ption , such m easure 
does not prom ote co -opera tives but encourages c lever business m en/w om en to 
form  bogus co -operatives in o rder to  qualify  for tax priv ileges.

It w ould  be appropria te  to g rant tax concessions to new  genu ine  co-opera
tives during the start-up  phase and to  dev ise  a tax trea tm en t o f  co -operatives that 
takes the ir special ch aracter in to  account. T his show s the im portance o f  defin ing 
w hat a “genu ine" co -opera tive  is and the need for co -opera tives to have a clear 
profile.

A ccording to  the co-opera tive  princip les o f the IC A . c rite ria  o f such defin i
tion should  be the fo llow ing:

• Is business done w ith m em bers only o r also w ith  non-m em bers'?

• Is surplus d is tribu ted  in p roportion  to  business done by the m em ber w ith h is/ 
her co -operative?

• A re all o ffice-bearers e lec ted  dem ocratically  from  am ong the m em bers?

• A re the reserves ind iv isib le?



Failure to show  a c lear co-operative profile w ould  exclude tax treatm ent as a 
genuine co -operative.

Movement Structure

T he structure  o f  the co-operative m ovem ent o f  a country  should not be a 
m atter to be leg isla ted  but should  be left to the co-opera tives to decide for them 
selves. T his refers to the question  o f w hether there should  be one national apex 
organisation  only  o r m ore than one.

A ccord ing  to the IC A  statem ent on co-opera tive  identity, co-operatives are 
au tonom ous self-help  o rgan isations based on vo lun tary  co-operation . To im ple
m ent th is p rincip le  it w ould be sufficient to  prescribe in the law  that co-operatives 
have the right to federate  and to leave all o ther m oves to the co-operatives w ho 
w ould also  have to  bear the cost o f  all secondary  and  tertiary  structures they w ish 
and can afford to estab lish . A rticle 23 (2) (iii) o f the C ode refers to the possib ility  
o f hav ing  m ore than  one apex organisation .

Conclusion

T he new  sta tem en t o f the ICA  on C o-operative Identity  m akes possible w hat 
for a long tim e has been very difficult. A s long as co -opera tives w ere left unde
fined and it w as avo ided  to identify  co-operatives as au tonom ous, user-driven and 
user-con tro lled  p rivate  se lf-help  o rgan isations, it w as d ifficu lt to criticise law 
m akers and po licy -m akers for not respecting  features o f  co -operatives w hich w ere 
left in the dark.

A fter the M anchester congress it is now  possib le  to  translate a clear concept 
into c lear rules and legal norm s.

L aw -m akers w ho  w ant to im prove the ir national co-opera tive  legislation  can 
now  do so by p lac ing  em phasis on characteristics o f  co -opera tive  w hich sharpen 
their profile  and w hich  stress their uniqueness as a special form  o f  doing business 
and w ork ing  together.

T he law -m akers should  keep in m ind that co-opera tive  law  is m ade for co- 
operators and not fo r law yers and accord ing ly  should  be w ritten  in sim ple lan
guage that ord inary  people can  understand. If the law s govern ing  co-operatives 
are too com plica ted  and  too rigid, they w ill rem ain  " law  on the books" and people 
w ill find  the ir w ays around  them .

C o-operative law  will only  serve its purpose, nam ely  to encourage good co 
operative practice and  to d iscourage risky and dangerous activ ities, if it becom es 
a "law  in action ." To achieve this goal, the co -opera to rs m ust be associated  w ith 
the developm ent o f  the legal norm s govern ing  their co -m era tiv e s , they m ust u n 
derstand  the norm s o f  the law  and m ust accep t them  as reasonab le , ju s t, equitab le  
and fair.
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Finally, a w ord o f w arn ing  no t to  overem phasise  the im portance  o f  co-operative 
law  fo r co -operative developm ent. Even the best co-opera tive  law  is no guarantee 
fo r co-operative success. D enm ark  is a country  know n fo r its pow erfu l co -opera
tive m ovem ent, but D enm ark  does not have a co-opera tive  law. T he success o f 
co-opera tives depends, in the f irs t p lace , on the quality , devo tion  and  discip line 
o f  the co-operators and  the ir leaders. A good  co-operative leg isla tion  can fac ili
ta te  co -operative deve lopm en t b u t canno t rep lace the personal effo rts o f those 
w ho w ish  to  co-operate.

A bad  co -opera tive  leg isla tion  can im pede co -opera tive  d eve lopm en t and 
frustrate  co-operators and the ir leaders. It can  burden  co -opera tives w ith so m any 
adm in istra tive, political, financia l and fiscal obligations that peop le  lose in terest 
in  co -operatives and look  fo r a lte rnative  w ays to  solve the ir com m on problem s.
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Value-Based Professional Management 
in Co-ops

by Dr. Peter Davis

Director, Unit fo r M em bership-based Organisations,
M anagem ent Centre, University o f  Leicester, UK

L et me first o f  all start by saying that it is a  trem endous priv ilege to com e 
here and address you. I t ’s been really  exciting , listen ing  to the m any p resen ta 
tions, that has going on in the T hink  Tank fo r the past coup le  o f  days, from  som e 
really  w onderfu l peop le , w ho are try ing  to take the ir co -opera tive  m ovem ents 
fo rw ard  in, le t’s face it, really  d ifficu lt tim es.

A nd hav ing  ju s t lis tened  to  Ian M acP herson , I m ust cong ra tu la te  h im  on 
covering  such a com plex  area so w ell, so clearly, and in such a b rie f period  o f  
tim e. But I w ould  ju s t like to m ake one point in response  to  w hat he w as saying 
abou t E urope, and the E n ligh tenm en t, and the fo unda tion  o f  the co -opera tive  
m ovem ent.

O f course it is true, tha t w e can alw ays look at and see ou r d ifferences. B ut 
at the outset, I w ould  like to  em phasize the sim ilarities. W hat we sh o u ld n ’t forget 
here  is that those  peop le  in  G erm any, and particu larly  o f  m y ow n people, the 
R ochdale P ioneers, in E ng land , w ere people w ho knew  w hat hunger w as. They 
knew  w hat is w as to  be w ithou t a jo b , no t to ow n any property , to be at the beck 
and call o f  o thers, to  be defenseless against m arket forces, that tore dow n their 
occupations, ripped  out the ir com m unities, and destroyed  th e ir lives. A nd I think, 
in that aspect, the experience  o f  the E uropean  w ork ing  class, in founding  co 
operatives in the n ineteen th  century, m irrors very c learly  the experience o f the 
w ork ing  peoples o f  L atin  A m erica, Southeast A sia, and A frica , today.

W hen I had  the p riv ileg e  to  be in N am ib ia , last year, I c a n ’t th ink  o f  a 
country  or reg ion  m ore d iffe ren t to the one that I com e from , in E ngland . B ut I 
w en t up to the north  o f  N am ib ia  to  a farm ers co-opera tive . A nd it w as a very 
m oving  experience fo r m e, because I w ent to this deso late , poverty -stricken  place, 
in to  this one little store, that rep resen ted  the N orthern  N am ib ian  Farm ers C o-op. 
A nd  I have to  tell you, tha t I d id n ’t feel a stranger there. I felt an im m ediate 
sense o f recognition . A nd  I co u ld n ’t quite understand  w hy, at first.

I stood in this one room , looking around m e. A nd I thought, w hat is it that 
m akes this scene fam iliar?  A nd I rea lized , it w as identical, in its structure , in its 
con ten t, to the very  firs t store  tha t those early  R ochdale  p ioneers estab lished . 
T hat m iserable little shop , w ith its few  bags o f  flou r in the com er, hard ly  any 
com m odities to  sell. T h a t w as the starting  p lace  fo r the B ritish  C o-opera tive  
M ovem ent.
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So I th ink  that we have a lot in com m on. A nd that today, o f course, a lthough  we 
m ay be from  different perspectives, w ith d ifferent h isto ries and cu ltu res, we are 
all facing a global m arket, w hich  is th reaten ing  our people in m any  respects. We 
sho u ld n ’t forget, that the co-opera tive  m ovem ent w as not founded  by the state. It 
w as not founded by w ell-m ean ing  people from  above. It w as founded  and m ade 
to  w ork by people at the bo ttom , not by the big nam es, bu t by o rd inary  w orking 
people. A nd it was founded in response to the m arket econom y.

A nybody who tells you that because we have now m oved to a m arket econom y, 
that we are now deregulated , that we are now  entering  into a transition , that there 
is now  no need for a co -opera tive  m ovem ent, co u ld n 't be m ore w rong, because 
i t ’s precisely  in a laissez faire free m arket econom y, that we need  co-operative 
o rgan iza tions, to defend  our peop le , and to  put right the m any in ju stices and 
failings that com e from  a free m arket econom y.

So le t's  be clear that the destiny  o f  the co-operative m ovem ent into the tw enty- 
first cen tury  is abso lu te ly  assu red , on the basis o f  need . A nd th a t the g lobal 
m arket econom y is som eth ing  that we all have to address, w he ther w e are from  
the relative privilege and w ell-being  o f the w est o r from  despera te  parts o f  the 
w orld. We still have the sam e issues to confront.

A nd let me also say that B ritain  d id n 't becom e an affluent, libera l dem oc
racy. by accident or because o f  an en ligh tened  ruling class. If  you  go back a 
hundred  years, my country  had no dem ocracy  w hatsoever. We had no one-per- 
son-one-vote. We d id n ’t have a consum er society and m ass affluence. We d id n 't 
h ave  a w elfare  state. T hese  th ings w ere estab lished  th rough  the dem ocra tic  
o rganizations o f labor, that fo rced  the B ritish  ru ling  class to estab lish  a liberal 
dem ocracy. It w as as late as 1921, w hen B ritain, the so-called  m o ther o f  p arlia 
m ent. had one-person-one-vote.

A nd let me ju s t say for the record , there is a lot o f  angst in the w est, about 
child  labor in India. B ut my g rand fa ther w as a child  laborer. He w as in a factory  
at e igh t years o f age. M y g randm other lost three fingers in a co tton  m ill w hen  she 
w as ju s t thirteen years o f  age. We had child  labor, a lm ost w'ithin liv ing  m em ory, 
in the U n ited  K ingdom . A nd I rep resen t the very first g enera tion  o f  E nglish  
w orking class children  to be born  w ithout endem ic rickets. A nd  I w as born in 
1947.

So. you know, we are not so far in advance o f  the so-called  th ird  w orld  today. 
W ithin liv ing m em ory, ou r peop le  have suffered , and let me say, if  we are not 
vig ilant, they will suffer greatly  again , because those w ho d o n 't  learn  the lessons 
o f  history, are forced to live it. We need a co-operative m anagem ent and leade r
ship that recognises this and w hose vision for the future is built on this apprecia
tion o f  o u r past and present.

My topic is P racticing C o-opera tive  M anagem ent fo r C o-opera tive  D evelop
m ent. A nd I am therefore focusing  very m uch on the m anagem ent sphere, that
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Ian brought to your a tten tion  there in his general overv iew  o f  the dynam ics o f the 
co-operative m ovem ent. I w ant to  focus upon som e m odern  m anagem ent tech 
niques like quality  m anagem ent. H ow ever it is Q uality  linked to M utuality  that I 
w ant to em phasize.

I also  w ant to suggest that its this approach  that m ust form  the basis for 
m uch o f the re-eng ineering  that w e must achieve w ith in  co -operative structures 
and processes today if  w e are to respond  effectively  to the new  m arket conditions. 
This m ay sound like a lot o f ja rgon . But it 's  not. O ne o f  the things that I w ant to 
suggest is that co-opera tives can utilize som e o f  these latest m anagem ent tech 
niques. m ore effectively  than private sector com panies can. T hat the co-operative 
ow nersh ip  basis, and indeed  this very central value w ith in  the w hole co-operative 
identity, this value o f  m utuality , m akes the co-operative, in value term s, in o rga
nizational term s, in ow nersh ip  structure term s, very well p laced, to utilize, som e 
o f  the latest m anagem ent ideas. So we shou ldn 't be tu rn ing  our back because the 
ideas com e from  the H arvard  B usiness School. B ecause w e are better placed than 
m any o f the private com pany  com petito rs to utilize these ideas. A nd these ideas, 
will help us in the m arket context, to turn the m arket in o u r d irection , to ensure 
that w e can operate  effec tive ly  in that m arket, that we can grow  and respond, and 
be com petitive, and p rov ide social ju s tice  for ou r people, w hich  is the bottom  line 
o f  w hat the co -operative is there for.

If  I have any critic ism  o f  the current Identity  S ta tem en t - w hich is a trem en
dous docum ent that takes the co-operative m ovem ent m uch farther fo rw ard  than 
it w as prev iously  - it is that it spends a little bit too m uch o f  its focus on process, 
and not enough focus on purpose. A nd I think that we need to be c lea r on w hat 
our co-operative purpose is.

O ur co -operative purpose. I w ould  argue, in a m arket con tex t, is to provide 
that m arket leverage, that ou r m em bers cannot achieve individually , w hether they 
are individual w orkers, farm ers, consum ers o f housing, o r financial services. We 
need that m arket leverage. We need that ability to ga ther together the poor and 
d ispossessed , w ho th rough  the ir increm enta l investm en ts, em p loym en t, trade, 
and production  are able to  acquire and grow som e truly m assive and successful, 
m odern organ izations that w e see in the w orld. T hose o rgan izations cam e from  
very, very sm all and hum ble beginnings. A nd that should  g ive us all enorm ous 
pride and courage, that w hen we start from  our ow n efforts, w e can do it.

The reality  o f  the m arket econom y is that w e are go ing  to have to grow  
faster. It m eans we are go ing  to have to restructure. T h a t’s really  w hy I have this 
question  o f re-eng ineering . I believe, as we m ove m ore and m ore, to confron t the 
g lobal econom y, we are go ing  to have to confron t the question  o f  econom ies o f 
scale in our m ovem ent. A nd w hat co-operative developm ent is p robably  going to 
m ean is few er co-ops. no t m ore. T hose few er co-ops are go ing  to  be bigger. 
M aybe they are going to be - as Ian has indicated, and I certa in ly  agree w ith him
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- trans-national, certa in ly  reg ional and m aybe global. A lready, there are m oves 
in that d irection . Partnersh ips are being form ed.

T hese co llaborative partnersh ips, w ithin the sectors o f  the co-opera tive  m ove
m ent, face up to the fact, that if  w e are going to com pete , w ith  businesses that 
have huge m ultinational m arkets, it stands to reason, that w hen they  com e into a 
national m arket, and are com peting  w ith us. on a national basis, they will have 
econom ies o f scale, that w ill m ake us look uncom petitive.

We do have h o w ever som e trem endous advantages that can  m eet these chal
lenges once we recognise  how  to use som e o f  the latest m anagem en t strategies.

In o rder to approach  this sub jec t I need to d iscuss six questions . F irst o f  all. 
I w ant to talk  about the evo lu tion  o f  quality  m anagem ent. I w an t to use quality  
m anagem en t as one o f  the exam ples o f  a m odern  m anagem en t techn ique that 
actually  the co -operatives can use m uch b e tte r than ou r rivals.

Secondly. I w ant to  exp la in  w hy quality  m anagem ent had a lim ited  im pact, 
w hen its been operated  by the p rivate  sector. W hy in fact quality  m anagem ent 
has not lived  up to expecta tions in  every respect. A nd then , th ird , w hy I th ink  co 
ops can do it better. Fourthly. 1 m ust address the issue o f  w hy co -opera tive  reality 
has not lived up to  its po ten tia l. W hat has gone w rong  w ith  our m ovem ent in 
m any respects. A nd how  we can learn from  our m istakes. T h is brings me to  the 
fifth  point w hich is the deve lopm en t o f co-operative m anagem ent, because I w ould 
point to  the failures o f  co -opera tive  m anagem ent as the roo t cause o f  co-operative 
failure . T he sixth and final po in t is w hat d ifferen tia tes a co-opera tive  m anager 
w hat is it that lies at the heart o f  develop ing  co -operative m anagers.

T h ere 's  no doubt that as co-ops grow , and as they becom e m ore significant 
businesses , p ro fessional m anagem en t increasing ly  takes ho ld  o f  the helm . We 
have to look at w hat that m eans fo r pro tecting  co -operative pu rpose , fo r defen d 
ing co -operative identity, as w ell as for develop ing  co-op  businesses, because it is 
at that critical point, w hen w e are actually  being successful, that w e tend to fail. 
We fail in the sense that we b ecom e ju s t ano ther big business, o r w e fail because 
our boards are not able to  contro l corrup t m anagers. I reg re t to say that I have the 
experience o f  senior execu tives go ing  to ja il in the U nited  K ingdom .

C orruption  is not som eth ing  that ju s t happens e lsew here. It happens ev ery 
w here. W h erev er hum an  being  are. W here people can exert pow er, w ithout 
ideals, princip les, and p roper contro ls. But it is not ju s t a question  o f  corruption . 
It is also  a question  o f  effectiveness. The trouble  is. a lot o f  the pro fessional m an 
agem ent that we have h ired  in the past, and continue to  do so as ou r businesses 
grow , are not tra ined  as co-opera tive  m anagers.

T hey  are trained on an ideo logy  based on a m odern  M B A  program , on cap i
tal based organizations. W hat happens is - and we have seen th is if  I can talk  of 
m y co u n try ’s experience in the bu ild ing  society  sector, a m em bersh ip  based sector
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- m anagem ent a fter m anagem ent has sold out their bu ild ing  societies to banks. 
A nd there is abso lu te ly  no long term  or m iddle term  com m ercia l advantage to  the 
m em bersh ip . In do ing  that, they have used the low est com m on denom inato r o f 
bribery. We have to  confron t this issue. B ut w e c a n 't  do  so by go ing  back. I d o n ’t 
believe that w e can  expect lay boards, to m anage m ulti-b illion  pound organ iza
tions effectively. W e need to have professional m anagem ent. A nd in that a s
sum ption  lies the basis o f all that I am  going to say, and m ost o f w hat I have been 
w riting .

T hat assum ption  also  suggests to m e that if w e are going to  have a dep en 
dency on that k ind o f  p ro fessionalism , then  we b e tte r m ake sure that it is co 
operative pro fessionalism , and not ano ther kind. W e m ust address the issue o f 
what it m eans to be a co -operative m anager. W hat it is to  have a co-operative 
m anagem ent o rg an iza tio n a l cu ltu re . H ow  it is tha t w e are go ing  to  have the 
relationsh ip  betw een  the co-operative m anagem ent and  the dem ocratically  elec ted  
governance o f  these co -operative societies.

So w hat I ’m  p roposing  is that there is a p rob lem  that we have to  address. A  
co-operative developm en t w ithout m anagem ent developm ent is no t going to  be 
possib le. T hat is an assum ption  that I hope everybody  initially  w ill agree w ith. 
W hat is d ifferen t abou t a co-operative m anager ? I am  not try ing  to say that co 
opera tive  m an ag em en t is som eth ing  that happens in iso la tion  from  the actual 
technical requ irem en ts o f  the business.

If you  are ru nn ing  a dairy  business, a cred it un ion , co n su m er society, or 
housing  society, obv iously  there are certain  technical issues about your m arket, 
about the p rocesses, p roduction  and m anagem ent tha t are re la ted  to  the specific 
sector that you are operating  in.

W hat I am  say ing  is, that co-operative m anagem ent has to p rovide a general 
m anagerial fram ew ork , w hich ensures m anaging w ith in  the technical d iscip lines 
o f  the industry  o r trade that you are in, w hile still p rov id ing  a co -operative co n 
text, w hich is m anag ing  w ith a co-operative purpose, and  relating  to the dem o 
cratic and value base o f  the co-operative m ovem ent. So w hen I com e to the point 
o f  talk ing about w hat does a co-operative m anagem ent do, I w ant you to bear in 
m ind that I am  not suggesting  that tha t's  all.

The Evolution of Quality Management

Q uality  m anagem ent has gone through a num ber o f  stages o f evolution  in 
m anagem ent th ink ing . S tarting  w ith quality  contro l, w hich  is basically  an en g i
neering  based  standard .

The idea o f  quality  contro l w as that you had a p roduct, it m et certain  key 
engineering specifications, w hen it cam e off the production  line. Som ebody checked 
it over and said tha t yes it m et those specifications, h o w ev e r, if  it d id n ’t m eet 
sp ec ific a tio n s , it w as th row n  back  in and  b ro u g h t th ro u g h  the p rocess  again .
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Q uality  assurance took that one step further, and said w hat w e need to do is to 
m anage the p rocess that ensures that the standards are m ain ta ined , before the 
p roduct com es o ff  at the end  o f  the production  line. So it ensured  that the w hole 
process was geared  to  p rov id ing  and m ain tain ing  that standard .

Total quality  contro l w'as the third stage. U p to now , quality  m anagem ent 
has been in the field  o f  sc ien tific  m anagem ent, that sees m anagem ent as m easure
m ent o r has an eng ineering  perspective o f m anagem ent standards.

W ith total quality  con tro l, the em phasis sh ifts som ew hat. It d o e sn 't ignore 
o r go aw ay from  the eng ineering  concept. It sim ply  says that the w hole o f  the 
em ploym ent o f  the o rgan iza tion , w hether one is d irectly  in p roduction  o r in one 
o f the service functions, are all com m itted  to ensuring  the im provem ent o f stan
dards and quality.

So total quality  con tro l w as really  a shift, from  not sim ply  em phasizing  the 
engineering  perspective, bu t to ensuring  guaran tee ing  quality  taking in to  context 
the o rg an iza tiona l cu ltu re  and hum an  aspects o f  m a in ta in in g  quality . W hich 
m eant that we w ere into m ore o f  the hum an relations theories o f  m anagem ent.

Then we cam e to w hat really  w as a m ajo r p arad igm  shift in the w ay we 
though t about quality  in m anagem ent. Total quality  m anagem ent took the b u r
den o f  de term in ing  the standards outside o f  the organ iza tion  and m anagem ent. 
B ecause w hat to tal quality  m anagem ent does, and this is som eth ing  that I th ink  is 
to tally  appropriate  to m em bersh ip  based  organ izations, is to  say it is not the orga
nization  o r the eng ineers o r the m anagers that de term ine the quality  standard  o f  
ou r service o r p roduct. It is our custom ers that de term ine the quality  standards. 
So w e now go to  a m arket led paradigm  o f  w hat is quality  m anagem ent.

The latest stage in th is evo lu tion , w orld  class m anu fac tu ring , recogn ises 
that in o rder to  m eet w o rld  class quality  stan d ard s a p a rtn e rsh ip  is requ ired  
involv ing  stakeho lders b eyond  the staff and custom ers to  include all suppliers 
right dow n that p roduct / service supply chain. All stakeho lders m ust be w orking 
together to ensure that standards and quality  required  by ou r custom ers, ou r m ar
ket, and end users are m et. It seem s to me that that is a very  p rogressive transi
tion.

So my first point really  is to say that m odern  m anagem ent theory is actually  
m oving very m uch m ore in the d irection  o f  the custom er and  service, w hich is 
w hat co-operatives are all about. The custom er actually  ow ns the co-operative. 
B ut even in situa tions like p roducer co -opera tives or fa rm er co-ops providing 
services to farm ers because  o f  their m utual status, concern  for com m unity, en 
sures that the co-opera tive  m ovem ent anyw ay, even  w hen its custom er is not its 
m em ber, is m uch m ore transparen t in its m arket dealings and relationships.

B ut the question  rem ains if  this is such a good  idea, w hy has it not w orked 
better?  W hy has it not been  m ore successfully  app lied? W hich  bring  me to my 
next point, w hy has its im pact been lim ited?
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T he first point is that the private sector take a very one d im ensional view  o f  
the custom er. You see. I d o n ’t believe, this no tion  that the custom er is king, 
particu larly  w hen I hear it from  organ izational structures that legally, have to put 
the shareho lder first, not the custom er. M anagem ent is there in a private share 
based  com pany  to put the shareholder first, not the custom er.

A ny com pany  that is going to survive has to ensure a rate o f return  on its 
share price and capital investm ent, to keep its share price up. o therw ise the share 
price starts to fall, p redators com e in, the com pany  is bought, and the m anage
m ent is show n the door. So the po in t is. there m ust alw ays be a conflic t betw een 
the p ressu res on m anagem ent to  m ain tain  expecta tions in their capital m arket, 
and the requ irem en ts o f  their consum er m arket. A nd w hen a choice has to  be 
m ade, it is go ing  to be m ade in term s o f  the cap ita l m arket returns, not the cu s
tom er. because o therw ise that m anagem ent is out o f  the jo b . T his is not a p roblem  
fo r co-opera tives w ith non-tradeable  shares.

A no ther reason w hy the quality  m anagem en t perspective  has been  badly  
m anaged  by private  com panies, is that the hum an  dim ension  has no t been very 
well m anaged  w ithin the organization.

You see. a lot o f H arvard  professors talk abou t stakeho lder m anagem ent. B ut 
one o f  the key stakeho l-ders that they  alw ays tend  to ignore are the w orkers. 
W hen  they talk  about stakeholders, they  are usually  talk ing  about suppliers, co n 
tractors. T he tru th  o f the m atter is that labor has alw ays been a tricky partner in 
a m odern  business enterprise, precisely  because o f  the profitable  substitu tion  o f 
techno logy  fo r labour. T his does m ean that there  is a c lea r conflict o f  in terest 
be tw een  the in terests o f  the shareholder and labour, w hich m anagem ent has to 
m anage. W ell, if you have a m anagem ent that is com m itted  by law to upholding 
the shareho lders in terests first, it's  clear, that they  c a n ’t alw ays expect the loyalty 
and support o f  their staff.

B ut you see. if you w ant to m aintain  total quality  m anagem ent, com m itm ent 
to you r cu stom er and standards o f  service, you m ust have your staff on board. 
T hey  m ust be fu lly  com m itted  to you. So we need  an organizational culture that 
can deliver on that.

B ut not only  that, if  you look at this so -ca lled  free m arket, w hat you find  o f 
course, is tha t it is not particu larly  free. M arkets tend to be dom inated . Very 
often , suppliers them selves are in a position  o f  be ing  explo ited  by the com pany 
that they are supplying. The main com pany can go to the m arket and take its pick 
o f  suppliers. A nd so often  it can tie its suppliers to  a very bad  set o f agreem ents. 
N ow, that d o esn ’t m ean a lack  o f standards, because  obviously, the suppliers w ant 
to try to m ain tain  their profit. That m eans that they  will cut corners som ew here.

So i t ’s no t surprising  that this system , tha t is constan tly  trum peted  in the 
m anagem ent p ress and literature  isn ’t ac tua lly  very effec tive ly  app lied  by the 
m ainstream  com pany.
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Why Co-ops could do QM better than the private sector

First, there is. the reduction  in the conflic t betw een  custom er and ow ner, in 
a co -operative situation . Second, w hen it com es to the consum er, if  you look at 
private sec to r m arketing  and  m arket research, w hat the com pany  is really in ter
ested  in, is w hat it needs to know  about that custom er, in o rder to sell its product 
to that custom er. It 's  a very one d im ensional v iew  o f  the custom er. I t’s based  on 
the question  w hat w ill it take to  sell this product o r serv ice?  But actually  a co 
operative can afford  to  look at the w hole person, and rem em b er that th is isn 't ju s t 
a one d im ensional person  that buys services from  us.

This is a person tha t is also a parent, a c itizen , one w ho  lives in an env iron
m ent and cares about tha t env ironm ent. T herefore , w hen w e m arket ou r products 
and present ou r serv ices, w e can look at the w hole person. A nd we can actually  
p rovide real value added, by provid ing  products and serv ices that m eet the needs 
o f  the w hole person.

A good illu stration  o f  this, is to go to financial serv ices and the B ritish  C o 
operative B ank, w hich  undertook  the m arket research  o f  its custom ers and iden
tified  their m ain  concerns. M any o f these concerns at first sigh t had noth ing  to do 
w ith  financial serv ices d irectly , but ju s t w hat people  w ere concerned  about as 
people. But then the bank  took  those general concerns, and  b rough t them  back to 
its business, and said how  can  our business, w hich is a bank ing  business, respond 
to these general points, w hile g iv ing  one hundred  percen t bank ing  services. Not 
in substitu tion  to good  bank ing  services, but in addition  - p rov id ing  additional 
value added. A nd  th a t’s w hen  they realized , that by tak ing  an e th ical banking  
stand and saying, w e w ill no t invest m oney in the arm s trade, in o rganizations 
tha t are know-n m ajo r p o llu te rs  and destructo rs o f  the en v iro n m en t they  w ere 
giv ing added value to custom ers. By tak ing  the w hole person  perspectives, they 
started  to m ake p rofits again , to a ttract m ore custom ers, and  becam e really  the 
first positive co-opera tive  quality  national b rand  im age in the UK for the last 
th irty  years.

So we d o n ’t have to be tied  in w ith this one d im ensional m arket view  o f the 
custom er. That m eans that w e can really, in term s o f  the defin ition  o f  quality  o f 
our product, get in to  the very  heart and soul o f  the needs o f  the individual con 
sum er. in their com m unities. B ecause their com m unity  is o u r com m unity , tha t's  
w hat we need to get to. T h is g ives us ano ther critical com petitive  edge.

A lso , w orking on the basis o f m utuality, our partnersh ips and trading re la
tionsh ips w ith o th er co -opera tives or private  sector businesses and  our staff for 
that m atter, can be better, m ore  transparen t, and m ore honest, w hich  w ill also 
enable us to m aintain  the real standards o f  quality  and service. N ow  all that is 
going to give us a m ajo r com petitive  advantage in the m arketp lace.

Last, but not least, we have  our C o-operative Identity. O ne o f  the th ings that

38



has been presen ted  very m uch o ver this T h in k  Tank, has been the need to p ro 
m ote C o-opera tive  Identity. A nd 1 co u ld n 't agree m ore.

B ecause the m ore that people understand  w hat the co-operative is, the m ore 
they are gong  to  recognize our transparency  and  our honesty. O ur Identity  g ives 
us ou r crucial brand differen tia tion  in the m arketp lace. Its not an optional extra 
bu t central to  ou r com m ercial success and o rgan isational purpose.

T he p rob lem  is can we live up to our ow n iden tity? T h is is why. in the UK. 1 
suspect, so m any co -ops have not fo llow ed  the C o-opera tive  B ank 's  exam ple, 
have not set up their eth ical program s, and have not pushed  the C o-op  Identity. 
B ecause if  you  are going to push the high standard  o f p rincip les and values that 
the C o-opera tive  Identity  S tatem ent rep resen ts , you better have the processes, 
quality  and standards o f  o rganization  to deliver on that p rom ise and on that im 
age. O therw ise , you have lost credibility .

Why Co-op Reality has not always lived up to its potential?

A nd if  w e look at the co-operative m ovem ent, and w hy it has failed. I think, 
we can see a num ber o f reasons. F irst, we h ave  expected  too m uch from  our 
m em bers. Peop le  do not jo in  co-ops to  vote and  attend m anagem ent m eetings. 
They jo in  co-ops to get serv ices, benefits, social and econom ic protection , and 
jus tice . Now. m any  a tim es, we only offer, as a m ain  m eans o f  involvem ent, the 
p rocess o f  dem ocracy  or the process o f  a ttend ing  m eetings. A nd then w e get very 
surprised , w hen people d o n 't turn up. We d o n 't have represen tative m eetings.

O ur dem ocratic  con ten t is often a hollow  shell. T his m ay no t have happened  
in your cu ltu ral co n tex t ju s t yet. M any o f  you m ay com e from  sm all co-ops. w here 
everybody  know s everybody, and it is based on a sm all com m unity.

B ut as soon as you start to get big. you are go ing  to find  it hard to m anage 
and m aintain  you r m em bersh ips, and m ass invo lvem en t in tha t process. T hat. I 
prom ise you. w ill happen. A nd w hen it does, w hat you  have to do is not do w hat 
the B ritish  did. w hich  is ju s t to carry on as if no th ing  had happened . W hat you 
have to  do is to  find  o ther w ays o f  engag ing , m ob iliz ing , and  involv ing  your 
m em bers. D em ocracy  is not sim ply tu rn ing  up once a quarter and voting.

T he C o-opera tive  B ank - w hich has inc iden ta lly  a PLC  structure- has spent 
m ore tim e engag ing  its custom ers and find ing  ou t w hat its custom ers w ant, and 
responding  to them , than nearly  any o f  the so -called  co -operative retail societies 
in B ritain has done. So we have to look at find ing  new  w ays o f  engaging  our 
m em bers.

T he second th ing is that we expect too m uch from  the ord inary  lay m em bers 
or vo lun teers, w ho sit on boards and are legally  responsib le  fo r m anagem ent 
decisions involv ing  m ulti-m illions o r b illions o f  do llars w orth  o f  business. Lay 
m em bers cannot be expected  to  do that effectively, w ith  the best w ill in the w orld. 
A nd that b rings m e to  this very prob lem atic  position  abou t m anagem ent.
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C o-operative m anagem ent d o esn 't get nearly  enough atten tion  in this m ove
m ent. and it h asn 't done over the years . As a result we do not have an appropriate 
m odel o f co-operative m anagem ent. If you look at the various alternatives o f models 
o f  co-operative m anagem ent, that exist today. 1 can dem onstra te  qu ite  clearly, 
w hy these m odels are inappropria te .

First o f all there is the neutral scientist m odel. That m odel o f  m anagem ent is 
really  the m ainstream  view capita l based  organisations m odel but it is very in flu 
en tia l in som e co-opera tive  c irc les . T he idea is that m anagem en t is not about 
values, o r princip les, because it has a m arket. A nd that m arket opera tes perfectly. 
It is a m ajor clearing  m echan ism . All m anagers have to  do is to  fo llow  the 
d isc ip lines o f  the m arket, as good  social scien tist, and b ingo , w elfare  is o p ti
m ized.

But o f  course, we all know  from  the co-operative m ovem ent that tha t d o esn 't 
happen. If  it did. we w o u ld n 't need co-ops. The m arket d o e sn 't opera te  like that. 
So  that w hole concept o f  m anagem ent as being nothing m ore than a value-free 
exercise  o f scientific p rincip les is ju s t rubbish.

T hen we have som eth ing  th a t 's  quite fam iliar to m any o f  you. T hat is the 
m odel o f  the m anager as charism atic  leader, fa ther o r m other figure o f  the c o 
operative. I could  nam e exam ples o f  those in the UK. I 'm  sure that you could 
nam e charism atic  leaders o f  your ow n. They are great people. T hey  have vision 
and drive. T hey get us m oving and m ake us do things. F o r that I am  not against 
them . We need m ore. But as m anagers, they have a lot o f  very serious defic ien 
cies.

Firstly, they do n 't take advice from  anybody. They very rarely  ask  anybody 
e ls e 's  opin ion, w hich is w hy very often  they get it very w rong. N ot only  that, but 
charism atic  leaders are very, very bad  at w orking in team s. A nd they are ex trao r
d inarily  bad at selecting som eone to take over. So charism atic  leaders are not a 
m odel that w e can go w ith.

T hen we have w hat I th ink is the m ainstream  m odel o f  co-op  m anagem ent, 
w hich  is the civil servant m odel. It says, we have the business on one side, and 
a social d im ension on the other. Lay m em bers run the social bit. T he m anager 
runs the day to day business bit. You the board  are responsib le  for policy. But o f 
course  it's  nonsense. It 's  nonsense, first o f  all because this person w ho is m anag
ing  the day to  day. o f course is also  d irecting  the policy. Po licies are not d irected 
by boards. T hey are d irected  by ch ie f executives.

I w as at a m eeting o f  the In ternational A ssociation  o f C o-opera tive  B ankers 
in  1995. the y ea r that the Iden tity  S ta tem en t w as being  adop ted . T h ere  1 ad 
d ressed  them  and said, w ould  anybody  here adm it that w hen  they w ent to their 
b o a rd  m eeting , w ith a p roposal, they genuinely  d id n 't know  w hat the board  w as 
go ing  to decide, before the board  had  even heard  the options that w ou ld  be p re 
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sented. T here w as not a  single ch ie f executive w ho d id n 't  know  exactly  w hat 
action his board  w as go ing  to take.

To m e, this idea o f  m anagem ent as a professional c iv il service is a cancer 
that breeds cynicism  and  d iv ision  in ou r m ovem ent. A nd it b reeds corrup tion  too.

A unified  board  o f  lay d irectors and p rofessional m anagers w ould  I believe 
have a num ber o f  advan tages over the civil serv ice m odel. B efore I set done w hat 
I believe those advan tages to be, how ever, I w an t to  stress that it is the m anage
m ent and organ isational cultu re  that is generated  that 1 th ink  is the really  decisive 
e lem en t in ensuring  co -opera tive  developm ent and success.

A unified  board  w ill help  to  establish  a unified  cu ltu re  ra ther than  a them  
and us culture. It w ill help  to m ake m anagers recognise they  have responsib ility  
fo r m anaging the w hole co -operative enterprise not ju s t the "business". M anag
ers w ill have the added  responsib ility  and authority  that goes w ith being directly  
accountable  to  the w hole m em bersh ip  rather than  the e lec ted  board.

T he co -option  o f  the ch ie f executive and tw o or three o f  the sen ior m anage
m ent team  into a m ajority  o f  lay board  m em bers w ill no t p reven t the m ajority  
from  dism issing  the m anager if  necessary. In fact B oards hard ly  ever do this in 
B rita in  w here the civil serv ice m odel is particularly  entrenched .

T here are a num ber o f  advantages in a unified  board. F irst the board  reflects 
the true position . T hose crea ting  po licy  are now  legally  responsib le  fo r the ir deci
sions. T h is  has to  be h ea lth ie r th an  the p resen t fic tio n . S eco n d  the s truc tu re  
recognises that the social and  com m ercial are not separate strands in co-operative 
organ isation  bu t closely  in ter-related . F o r co-opera tives to com pete  effectively  
and to  d ifferen tia te  them selves in the m arket effectively  the social and com m er
cial need  integration.

T hird , w ithout that in teg ra tion  co-operative dem ocracy  w ill rem ain  purely  a 
m atter o f institu tional accoun tab ility  no t real invo lvem en t in  business decis ion 
m aking. Such invo lvem en t w ill only increase and encourage  partic ipa tion  in gov
ernance  and m ake go v ern an ce  m ore transparen t it w ill no t be a substitu te  for 
governance as I suspect som e people fear. N or w ill such invo lvem en t be a h in 
drance to m anagem ent because  it w ill be  the result o f  effective app lication  o f the 
la test p rofessional m anagem en t techniques to the developm ent o f  the co -opera
tive business.

C o-operative T Q M  m anaged  by C o-op  m anagers w ho understand  tha t the 
m em bersh ip  base is a com m ercia l advantage and a m anagem ent tool w ill enable 
a genuine partnersh ip  o f  stakeho lders that w ill d e liver the com petitive  quality  o f 
service our m em bers and custom ers require. W ith structural and  governance re
form s there m ust be cu ltu ral reform s.

We need to develop  a C o-opera tive  M anagem ent capable  o f  lead ing  us into 
the next m illenn ium . A un ified  C o-operative board  w ith the righ t co -operative
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m anagem ent w ill re lease the en trep reneuria l drive tha t w e need  to  respond  to  the 
challenges o f  the new  g lobal m arket.

Summing up

First we m ust recogn ise  tha t m odem  m anagem ent in the con tex t o f m em ber
ship based  o rgan isations can  deliver a com petitive advan tage  to  co-operatives.

Second, w e m ust deve lop  m anagers to  have the values, sk ills and know ledge 
to  d e liver these m ethodo log ies effectively.

Third, we m ust, by focusing  on o u r custom ers and m em bers as w hole per
sons, recognise the social and  env ironm ental value added  w e can  offer.

Fourth , w e m ust estab lish  real stakeholder partnersh ip s com m itted  to serve 
the m em bers and custom ers on the basis not o f  short te rm  exp lo ita tive  com m er
cial relations bu t on a recogn ition  o f  m utuality  o f  need  at the hea rt o f the re la tion 
ship.

F ifth, w e m ust have the courage  to  re-eng ineer ou r b usiness processes and 
accept m ergers and acqu isitions w hen  necessary  to ach ieve  the quality  standards 
our m em bers need.

S ixth, w e m ust em p o w er our m anagers as w ell as govern  them . W e need a 
new  rela tionsh ip  tha t recogn ises  the cen tral im portance o f  p rofessional m anage
m ent in the effective deve lopm en t o f  co -operatives by insta lling  them  as leaders 
on the m ain boards o f  co -operatives.

Seventh, w e m ust em phasize  our C o-operative Iden tity  in our m arketing  and 
public relations as w ell as in our invo lvem ent o f  all ou r stakeholders. W e m ust 
m anage our re la tionsh ips on  the basis o f  it and have the courage  to  live up to the 
standards o f excellence it requ ires o f us.

E ighth, real invo lvem en t o f  custom ers and m em bers in quality  issues w ill 
encourage a g rea ter invo lvem en t in the governance o f  co -opera tives and a greater 
appreciation  by the m em bersh ip  o f w hat it is they  are part o f  and  why.
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Another Way to Manage Money*
F in a n ce  : W ith seven  m illio n  m em b ers , the co u n try 's  4 ,9 0 0  sa v in g s  c o o p 

e ra tiv e s  h a ve  e sc a p e d  the  fa t e  o f  m a n y  b ig g e r  f in a n c ia l  in s titu tio n s  d u r in g  
th e  recessio n . B u t there  is room  fo r  im p ro v e m e n t in th e  sys tem

Soonruth Bunyamanee & Wichit Sirithaveeporn

oes size m a tte r?  N ot necessarily  in retail financ ia l serv ices, says K am ol
H engk ie tisak , a lecturer at King M o ngku t's  Institu te o f  Technology.

F or m ore than  15 years, M r K am ol has passed  up local com m ercial banks in 
favour o f  his u n iv e rs ity 's  savings cooperative, w hich he says offers com parab le  
returns, better serv ices and generally  h igher convenience.

"W hen I app lied  for a hom e m ortgage, my local bank said I needed to bring  
num erous docum en ts and go through a m ultitude o f  steps. In terest on the loan 
w as quoted  at 15% " he said.

"B u t the coopera tive  I belong to  quo ted  ju s t 12%. w ith no hassles, com p li
cated p rocedures or m ortgage fees."

D uring  the econom ic crash, savings coopera tives have shone com pared  w ith 
larger financial institu tions. A t the end  o f the first half, com m ercial banks had 
capital funds o f  520  billion baht, net losses o f  113 billion  and  non-perform ing  
loans o f  about 25%  o f total outstanding  credit.

Sav ings cooperatives , in contrast, reported  cap ita l o f 126 billion bah t and 
net profits o f  10 b illion. N on-perform ing  loans w ere 2% o f  ou tstanding  cred it, up 
from  0.94%  at the end o f  last year. The econom ic  crisis has caused  m any banks 
and finance com pan ies to  stop lending, leading to  liquidity  problem s fo r the p ri
vate sector. Sav ings cooperatives have partly  helped  case the cred it crunch B total 
ou ts tand ing  loans w ere estim ated  at 180 billion  bah t, p rim arily  in the fo rm  o f 
individual loans.

As m any as seven billion people belong to 4 ,900  cooperatives nationw ide. 
They contro l m ore than 200 billion baht in assets, versus 37 b illion a decade are, 
according to S irichai Sakornratanakul, sen ior execu tive  v ice-presiden t o f  the In 
dustria l F inance  C orpora tion  o f  T hailand  (IF C T ). Sav ings coopera tives are a 
specific type o f  coopera tive , au thorised  accept deposits  and m ake loans. U nlike 
banks and finance com panies, savings coopera tives au tom atically  w ithhold  pay 
m ent fo r loans o r fees from  m em bers' salaries, exp la ined  C hakgree Sujarittum , 
d irec to r o f non-agricu ltu ral cooperatives at the C oopera tives P rom otion  D epart
m ent.

* This article app ea red  in the B angkok P ost d a te d  18th Septem ber, 1998, 
m akes in teresting  reading. (N o t p a r t o f  the C onsortium )
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H e acknow ledged  that som e cooperatives w ere facing increased  pressure in 
m anaging their finances, as layoffs and w age cuts in the labou r force w ere in 
c reasing .

O thers have encoun te red  liqu id ity  problem s stem m ing  from  m aturity  m is
m atches betw een short-term  deposits  and long-term  loans. S till, because the m a
jo rity  o f  savings coopera tives d raw  on m em bersh ip  fees and shares fo r capital, 
m em ber deposits p lay  a re la tively  sm all role as a funding  source.

A m ore com m on reason w hy cooperatives encoun te r d ifficu lty  is poor in 
vestm ent strategy and portfo lio  m anagem ent by m anagers, a p rob lem  com pounded  
by w eak  regulation . F o r in stance , regu lato rs have found  tha t deposits  at som e 
cooperatives w ere used for rea l-esta te  developm ent, under the gu ise o f  construct
ing facilities for m em bers -  a loopho le  in the law. Such investm en ts proved  d isas
trous after the property  m arket collapsed.

Mr. C hakgree said  regu la to rs at the M inistry  o f A gricu ltu re  and C oopera
tiv e s  h ad  w arn ed  
s in c e  1996  to  
du res and  p repare 
and  b an k ru p tc ie s , 
had  adop ted  m ore 
tices  and  red u ced  
o p e ra t iv e s  o r fi- 
O v e ra l l ,  M r. 
ings co o p e ra tiv e s  
tively unaffected by

S a w a s d i 
m an o f the Federa- 
C re d it  C o o p e ra -  
sa v in g s  c o o p e ra -  
ro le  in  ta c k l in g  
the local level, and 
w ard national self-

“The system  isn 't like 
capita lism , where the 
more privileged have the 
advantage over other. 
And it isn’t like socialism, 
where everyone receives 
the same benefits, ending 
up with no incentive for  
people to work. The co
operatives system  is a 
middle path ”

sav in g s  co o p era tiv es  
tigh ten  lending proce- 
for increasing  layoffs 
M a n y  c o o p e r a t iv e s  
cau tious lending prac- 
liab ilities to o ther co- 
n a n c ia l in s ti tu t io n s . 
C h a k g re e  sa id , sav - 
h a d  c o m e  o f f  r e l a 
the econom ic  crisis.

S an g b an g p la , C h a ir- 
tio n  o f  S av in g s  and  
tives o f  T hailand , said 
tives p layed  a valuable 
econom ic  p roblem s at 
su p p o rted  e ffo rts  to- 
sufficiencv.

“T he system  is n 't  like cap ita lism , w here the m ore p riv ileged  have the ad 
vantage over other. A nd  it is n 't  like socialism , w here everyone receives the sam e 
benefits, end ing  up w ith no incen tive for people  to w ork ." he said. "T he coopera
tives system  is a m idd le  path, w here one m an has one vote. N ot one share, one 
vote. E ach m em ber has an equal voice, no m atter w hether they have tens o f  m il
lions o shares or ju s t one share .”

Dr. Saw asdi, w ho m anages a cooperative fo rC hu la longkom  U niversity, agreed 
cooperatives w ere w eathering  the dow nturn  m uch b e tte r than  o th e r financial in 
stitu tions.
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O ut o f  a to tal loan book o f  6.08 b illion baht last year, the university  coopera
tive had ju s t 25 .000  baht in bad and doubtfu l loans thanks to prudent lending 
practices, he said. C oopera tives typically  gave loans o f  up to  809r o f the value o f 
land p laced  for co lla tera l. L and valuations w ere based  on benchm arks set by the 
Land D epartm en t five years ago. w hen prices w ere sign ifican tly  low er than m ar
ket values. As a resu lt, cred it risks w ere relatively  low. B ut w ith land prices con 
tinuing to fall. Dr. Saw asdi said cooperatives w ould  have to adjust lending and 
valuation m ethods to m anage risks.

"T he m ost im portan t fac to r in cred it analysis fo r coopera tives , no m atter 
how m uch the loan, is w hether the bo rrow er has enough  funds after paym ent to 
m aintain  his o r her personal and fam ily lifesty le ." he said.

B efore the econom ic  crisis, in terest rate spreads for cooperatives w ere about 
tw o percen tage poin ts, versus four points for com m ercia l banks. Dr. Saw asdi said 
cooperatives in general o ffered  h igher deposit rates and low er lending rates. But 
because the law requires cooperatives to set aside at least 109r o f  profits each  year 
as reserves, fund ing  costs w ere actually  low er than  in terest ra te  spreads suggest.

Dr. Saw asdi said som e larger cooperatives ac tua lly  set aside to 309?- o f  an 
nual profits as reserves, w hich  can be used fo r lending capital in subsequent years 
w ith no real cost. E ven so. heavy com petition  for deposits  by finance com panies 
and banks over the past year has led to b illions o f  bah t being shifted out o f  the 
cooperative system .

T he result has been a liquidity  squeeze for several cooperatives, forcing them  
to borrow  from  o th er coopera tives or from  the F ederation . Som e critics argue that 
the p resen t coopera tive  system  rem ained  ill-p repared  to face g row ing co m p eti
tion and challenges from  liberalisation . C oopera tives proponen ts claim  the sy s
tem  is stable because  shares and loan paym ents are draw n d irectly  from  m em 
b ers ' sa laries. B ut o thers say there w as little  g u a ran tee  ag a in s t an institu tion  
failing, e ither from  econom ic pressures o r in ternal fraud.

Dr. C hayodom  S abhasri, an econom ist at C h u la longko rn  U niversity , said 
that w hile the basic  p rincip le o f  savings coopera tives w as sound, their m anage
m ent quality  and p ro fessionalism  could be questioned . "I m ight be the only fac
ulty lec tu rer in the w hole un iversity  w ho isn 't a m em ber o f a coopera tive ," he 
said. The coopera tive  at C hulalongkorn  U niversity  w as com parab le  in size to a 
sm all finance com pany  and should be run by p rofessional m anagers. Dr. C hayodom  
said. D evelopm ent o f  coopera tive  services and products has also  com e too slow ly 
to m atch m arket developm ents , w ith cooperatives bu rdened  by too  m uch bu reau 
cracy, he added.

A nother C hu la longkorn  professor said the b iggest p rob lem  o f  cooperatives 
system  faced w as po o r services and questionab le accoun ting  and supervision stan 
dards.
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“I d o n ’t be lieve  tha t local coopera tives com e under as stric t scru tiny  as fi
nancia l in stitu tions under the contro l o f  the F inance  M in istry  o r B ank  o f  T h a i
land ,” the lec tu rer said.

T he A gricu ltu re  M in istry  recen tly  com m issioned  the 1FCT to exp lo re  w ays 
o f im prov ing  cooperatives. Mr. S irichai o f  the IF C T  said tha t w ith m ore than  200 
b illion  bah t in assets, the savings coopera tive  system  w as abou t the sam e size as 
the G o v ern m en t Sav ings B ank  and  the B ank  fo r A gricu ltu re  and A gricu ltu ra l 
C oopera tives. B ut serv ices and risk  m anagem en t techn iques used  by coopera tives 
rem ained  underdeveloped .

O ne recom m endation  from  the IFC T  w as to  estab lish  a coopera tive  bank  to 
o ffer cen tral financial fac ilities, and  to help  w ith  financial m anagem ent and su
perv iso ry  services.

A coopera tive  bank  could  o ffer ind iv idual coopera tives lend ing  and deposit 
serv ices, d iscoun t p rom isso ry  notes, guaran tee  and issue letters o f  cred it fo r trade 
am ong cooperatives . A  bank w ould  have access to  the m oney and equ ities m ar
kets, d iversify ing  fu nd ing  sources at low er cost and  m ore e ffic ien tly  than  the 
p resen t system . W hat a coopera tive  bank w ould  no t do is o ffe r d irec t guaran tees 
on deposits  o f  coopera tives m em bers because  o f  the h igh  cred it risks and  liab ility  
burden  involved. Instead , the bank could  help  p ro tec t m em ber deposits  in tw o 
o ther w ays. F irst w as by partic ipa ting  in a deposit in su rance  fund, m aking  annual 
con tribu tions together w ith  cooperatives.

A  second  a lternative w ou ld  involve a th ird -party  guaran tee  fo r cooperative 
deposits. T h is could  be from  the deposit in surance agency the g overnm en t p lans 
to  set up. T he coopera tive  bank  could  be 49%  held  by the state, w ith  the rem ain 
der he ld  by coopera tives. C apita l o f  about th ree  b illion  bah t w ould  be  sufficient 
fo r the bank  to  p rov ide  cen tral financial fac ilities, w hile  about five b illion  w ould  
be needed  if  fu ll bank ing  serv ices w ere to be offered.

E ach  sav ings coopera tive  w ould  vo lun tarily  set its shareho ld ing  level in  the 
bank , w ith  a m in im um  ho ld ing  o f  10 shares at 50 ,000  b ah t each , up to a  m ax i
m um  o f  0 .5%  o f  the b an k ’s to tal cap ita l. C oopera tives w ou ld  have vo ting  rights 
in  setting  bank  policy, d irec to rs and m anagem ent. M r S irichai said that the u lti
m ate  shareho lders o f  the new  bank w ould  be the m em bers o f  the partic ipating  
coopera tives , a stark con trast from  the bank ing  system , w hich  is dom inated  by a 
handfu l o f  the co u n try ’s w ealth iest business fam ilies.

“L ocal coopera tives are c loser to the ir m em bers and have a b roader netw ork  
than banks. A  coopera tive  bank should  be ab le  to  successfu lly  com pete  in the 
retail bank ing  m ark e t,” he said.

A s w ell, a  coopera tive  bank w ould  help  s ign ifican tly  in develop ing  and a s
sisting  the poo rest segm ents o f  society, righ t at the com m unity  level, in  line w ith 
a national po licy  o f  “ state he lp  fo r se lf h e lp ” .
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