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FOREWORD

1. Cooperatives have been recognised as effective instruments for socio-
economic transformation. In view of this potential in all economic recon-
struction programmes, thrust has been towards development of coopera-
tives. Further, cooperatives constitute people's programmes and envisages
people to stand up by themselves and help each other on the principle of
equality. In view of these characteristics, there cannot be a better system
seeking involvement of the people and harnessing their unified efforts for
their economic development than the cooperatives. Thus, so long as the
menace of poverty exists and exploitation of masses continues, the
relevance of cooperatives would be felt more and more. People shall also
look forward to an enhanced and effective role for the cooperatives.

2. Though cooperatives have been in existence foralongtime, these have
not been able to acquire a status they deserve in several Asian countries.
The reasons for low levels of performance may be broadly attributed to:

a) Absence of democratic processes in cooperative management or
their denial;

b) Inadequate devolution of powerin favourofthereal and legitimate
usersand functionaries orexistence ofrestrictive provisions hitting
at the autonomy of the cooperative bodies charged with an
atmosphere of distrust towards people; and

¢) Lack of financial resources, dependence on government assis-
tance, resulting in excessive government role and interference.

3. Unless the above short comings are remedied and people getresultsin
terms of improved production, productivity, better employment opportu-



nities and shelter from exploitation, the cooperatives' impact may not be
felt. Essential pre-requisite for suchresults envisages growth ofself-reliant
and genuine cooperatives with full involvementof members, adherence to
the core principles of self-help and mutual-help in all the socio-economic
efforts. As cooperatives are members' institutions, democracy is the very
soul of genuine cooperatives. Accordingly, they need democratic control
and functioning.

4. Atpresentin many countries, cooperatives have been reduced to the
level of subordinate government agencies, under the pretext of
decentralisation of power, whereas powers have been really crippled by
simultaneous introduction of highly restrictive provisions in various
cooperative laws and their frequent use by governments, reducing the
autonomy and functioning ofcooperativestoridiculous levels. We are thus
passing through aneraofcrisis in thedomain of cooperatives. Continuation
of such an atmosphere cannot lead to the desired results.

5. Viewed in this context, the decision taken by the regional conferences
of the Ministers of various countries on cooperative development as held
in Sydney in February, 1990, followed by another conference in Jakarta
in June, 1992, laying emphasis on development of genuine, independent
and self-sustaining cooperative institutions is a highly welcome and timely
step. It was also inter-alia suggested by the conferences to review the
existing legislations of various countries for laying down realistic and
appropriate cooperative development policies, according to which the
govemments and institutions may be required to initiate further necessary
steps for strengthening the management of respective cooperative
organisations and their business performances. The present study on the
"Role offunctionaries in managementofcooperatives' has been undertaken
as a sequel to above decision at the behest of ICA ROAP, New Delhi.

6. The study focusses on examination ofthe roles of (a) general body, (b)
managementcommittee/board ofdirectors, (c) chairman, and (d) the chief
executive, who happen to be the main functionaries involved in the process
of cooperative management. With this purpose, the legal framework of
cooperatives of various Asian countries have been analysed.

7. The precise object of examination of the legal framework being:

a) tostudytheroles offunctionariesasprescribed invariouscoopera-
tive laws so as to identify the deficiencies and lacunae persisting in
the statutes of respective countries which may be responsible for
their ineffectiveness and also to identify the related restrictive



provisions tending to retard the growth and development of
healthy and genuine cooperatives.

b) to suggest suitable measures for creation of a better legislative
climate which may help the growth of genuine cooperatives which
is certainly the need of the day.

8. The study covers related aspects ofthe subject under separate chapters
and it has all the relevance in view of the burning issue relating to the
ineffectiveness of cooperatives, which has been agitating the minds of all
those who believe that cooperatives have a role to play in economic
reconstruction programmes and amelioration of the masses. The study
leads to imponant findings and valuable suggestions for cleaner legislative
environment ensuring better performance and growth ofgenuine coopera-
tives.

9. The study reveals that the roles of functionaries as provided under
various enactments declare and uphold the supremacy of the general body
by assigning policy making and other imponant cooperative functions to
it. Similarly, in all the countries, the elected board of directors happen to
be the principal functionaries with crucial executive functions to perform
through hired or elected managements. In regard to management, there is
variance in some of the sotuh-asian countries including India, where
provision for appointment of government officers as chief executive is
clearly visible. This provides scope for interference by government.
However, the malady also appears to be due to the excessive role of the
government and the registrar. The author has discussed the powers given
to the functionaries and also the restrictive provisions existing simulta-
neously, whose operationscompletely nullify the cooperative efforts ofthe
people. The suggestions forremoval of the identified restrictive provisions
are logically supported and weighty. A review of such provisions by all
concerned may go a long way in creating a legislative climate favourable
to the growth of genuine and effective cooperatives. It is very pertinent to
note that the cooperative performance is at its best, where such restrictive
provisons are absent in the statues. Itis high time the policy makers deviate
from the colonial legacies and give a fair chance to the people by reposing
trust in them in managing their affairs.

10.1would like here to place on record our appreciation for the work done
by Mr. D.N. Upadhyay for this indepth study in respect of the ‘Roles of
functionaries in the field of cooperative management' in various Asian
countries and lucid presentation of the report.
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11.1 hope that the documentation will be useful by all those who are
interested in the development of cooperative legislation to meet not only
the needs of the day but also the challenges of the future and panicularly
the participants of the third Cooperative Ministers' Conference to be held
in Colombo, Sri Lanka, in the last week of July, 1994,

G.K. Sharma

ICA ROAP, New Delhi
REGIONAL DIRECTOR

June 20, 1994



PREFACE

1. Cooperatives have been recognised as effective instruments of socio-
economic transformation and as shield for those who are prone to
exploitation by stronger sections of society. In view of this potentiality,
so far the thrust has been to build up cooperatives as an important part of
all the schemes for planned economic development in various countries.
More so because cooperatives envisage people to stand up by themselves
and help each other with political and religious neutrality on the one hand
and to harness their inherent strength of people through unified efforts for
theireconomic development on the other. Cooperatives are thus groups of
individuals who have common economic interests which could not be
achieved if they acted individually and severally, but the same could be
achieved smoothly through interdependence and mutuality. Above all, the
cooperative movementensures human dignity and thatiswhy itisregarded
as one of the least noticed ‘economic miracles’ of the 20th century.
Cooperation hasemerged as anew philosophy, anew way oflife and anew
economic system pitched against capitalism and irrational economic
inequality. The people therefore, look forward to an enhanced role for the
cooperatives.

2. Basically, the cooperatives constitute people’sprogrammes and involve
acontinuous process ofvalue addition, benefits ofwhich have to flow back
to the members of the societies, who enjoy equality of status. Though the
term ‘cooperation’ has not been defined in the statutes, however, the
cooperative principles have been well enunciated and appreciated by all
concerned.

3. International Cooperative Alliance has long back recognised the
following as the basic cooperative principles:

a) Voluntary and open membership.
b) Democratic control.



c) Limited interest on capital.
d) Equitable distribution of surplus.

Cooperation amongst cooperatives and cooperative education are the
additional aspects to be followed like the principles.

With these principles and objective of economic development of the
people inview, one can easily identify the essential ingredients required for
sound functioning of the cooperatives as:

a) Democratic functioning and control, and,

b) Efficient management and autonomy.

Ascooperatives are people’sinstitutions democracy is the very soul of

any genuine cooperative.
4. Overthe years, the movement has registered progressive expansion and
diversification and has acquired strong rural base all around the world. In
spite of remarkable progress and achievements in almost all sectors of
economy, structural weaknesses alongwith decline in the share ofcoopera-
tives in different economic activities are getting visible. Even the ethos of
the movement appears to be degenerating.

5. Due to the huge dimensions and multiplicity of activities, management
of the cooperatives has become very complex and a matter of concern for
all the cooperative thinkers and policy makers. In view of these consider-
ations, it is relevant to study the organisational patterns and styles of
management as they exist in different countries under the respective
cooperative laws, acts, rules, regulations and where cooperative programmes
find place in national economic development efforts, so as to identify the
reasons for low levels of performance of cooperatives. Such a study may
enable those concerned to assess the comparative merits of the different
patterns in achieving the objectives.

The importance of such a study could be further appreciated in view
ofthe fact thatcooperatives have to face many challenges in future and this
requires strengthening of their institutional structure at all levels so as to
equip them to provide access to all concerned, i.e., the farmers, workers
and artisans to modern inputs and technologies for raising production,
productivity and ensure better returns for theirproduce, ultimately leading
to a better life for them.

6) The present study originates from an important decision taken by the

regional conference of the ministers of various countries on cooperative
development held in Sydney in February, 1992 followed by another



conference at Jakarta in 1992. The conference laid emphasis on the
‘development of genuine, independent and self-sustaining cooperative
institutions." It was accordingly suggested that a review of the existing
cooperative legislations be undertaken for laying down realistic and
appropriate cooperative development policies according to which the
institutions will be required to initiate further steps for strengthening
management of organisations and their business activities. This study
entitled, “Role of functionaries in the management of cooperative socie-
ties” is being undertaken accordingly at the behest of ICA (ROAP), New
Delhi so as to present a clearer perspective of the issues involved.

7. The study concentrates on examining theroles ofthe followingwho are
the main functionaries involved in cooperative management:

a) The chairman

b) The general assembly/general body

¢) The board of directors/management committee
d) The management (the chief executive)

8. For the aforesaid purpose, the legal frameworks of co-operatives of
various countries are being studied. By legal framework we mean:

* The cooperative societies acts.
* The rules framed under the cooperative societies acts.
* The bye-laws framed by the societies.

9. As stated earlier that over the years, the activities under the movement
have multiplied and diversified manifold. During this period, the different
governments have also amended the respective acts to give more powers
to the government representatives nominated on the board ofdirectors of
the cooperatives. Such powers to governmentreprensentatives even go to
the extentofvetoing the board decisions. Many provisions to the detriment
of smooth, autonomous and democratic functioning of the societies have
also be introduced. The movement seeks to establish economic demo-
cracy. But all efforts in such direction appear to have been frustrated due
to progressive erosion of the autonomy of the cooperative bodies. Itisin
this background that an attempt is also being made through this study to
identify the areas of structural weaknesses and restrictive provisions,
which violate the democratic processes and cause undue interference in the
autonomy of the cooperatives. The study shall reveal the possible causes
of degeneration which may be due to political interference or vested
interests or due to programmes introduced as a corollary to increasing
governmental aid.
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10. The object of the above stated examination of the legal frameworks
of respective countries has been therefore:

a) to study theroles of functionaries and their adequacy for effective
functions;

b) toidentify the problematic provisions, as also the anomalies which
tend to retard the progress and development of genuine coopera-
tive institutions.

c) to suggest measures for creation of better legislative environment
conducive to growth of genuine cooperatives.

11. The study acquires all the relevance and importance as it may help the
cooperative leaders and international cooperative bodies to redefine the
strategies and think of ways and means to restructure the organisational
wings and assistinproviding adequate powers to the cooperative function-
aries so that the movement musters enough strength for the growth of
genuine, dynamic and efficient cooperatives to carry on the tasks of
economic reconstruction lying ahead particularly in the Asian countries.

12. The movement has to be self-reliant, strong and effective. We have
to see how far this is possible under the existing legal frameworks, through
the roles assigned to the different functionaries. Cooperatives have also to
imbibe an organisational culture based on material and technical efficiency
now that the cooperatives will have to necessarily compete with private and
public sectors in days to come. In the light of the above, the organisations
have to be strengthened by eliminating provisions causing weaknesses,
which strike at the very roots of cooperative ideology resulting in
managerial inefficiency. Thus, the findingsofthe study would be ultimately
helpful in:

a) removing restrictive provisions from the law so as to ensure
efficient management of the cooperatives.

b) improving managerial competence at different levels. Such steps
may prove helpful in building cooperatives as powerful and
dynamic instruments of economic development.

13. Presently, the legislative provisions offollowing Asian countries have
been examined through this study.

i. South Asia India, Pakistan, Sri Lanka, Nepal and
Bangladesh.

ii. South-East Asia Indonesia, Thailand, Philippines,
Singapore and Malaysia
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East Asia China

iv. Far East & Pacific Japan, South Korea.

V.

Middle East Iran and Afghanistan.

14. The study is an analytical desk - research work undertaken on the basis
of ICA publications, books, and periodicals, besides relevant documents
and correspondence, etc.

15. The study has covered following aspects under separate chapters for
proper appreciation of the issues involved:

*

Role of cooperatives in economic development as perceived in
different Asian countries.

Cooperative management - Roles of functionaries- Country-wise
profiles.

Cooperative management - Conceptual aspects.

Roles of functionaries - An analysis.

Towards genuine cooperatives - Legislative measures required to
strengthen the roles of functionaries.

16. It is expected, the study shall benefit all those who believe that
cooperatives have an importantrole to play in the economic development
of the masses and that they do have an agenda for the future.

DJ*.Upadhyay

"Thepastdoes notexhaustour duty or obligation. We owe a duty
to thefuture also andperhaps thatobligation iseven greater than
the one we owe to the past. For the pastispastand done with, we
cannot change it, thefuture isyetto come andperhaps we may be
able to shape it a little."

Jawaharlal Nehru
(The Discovery oflndia)
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SUMMARY
OF
THE STUDY ON
ROLE OF FUNCTIONARIES IN COOPERATIVE
MANAGEMENT IN ASIAN COUNTRIES

1. Thefindings and suggestions which emerge on the basis of the study on
the 'Role of functionaries in management of cooperatives' undertaken at
the instance of ICA-ROAP, New Delhi are summarised as under:

1.1 Relevance ofcooperativesin the processofeconomic developmenthas
been recognised in all the asian countries. No doubt cooperatives are
recognised asvoluntary organisations functioning on principles of self-
help and mutual assistance, yet expectations from cooperatives in
different countries do vary. In some countries like Indonesia and
Bangladesh constitutional status has been given to the cooperatives, in
many others like India they have been given prominentplace in national
developmentplansrecognising them as shield for the poor, instruments
for socio-economic change and employment generation. In brief in
every country ofthe Asian region, the cooperatives have been assigned
important place in national development plans and strategies with due
recognition of theirefficacy for economic development of the masses.
In Japan, cooperatives have achieved phenomenal success and have
become an indispensable part of the society. Cooperation is almost
recognised as a way of life.

1.2 The expectations are high and cooperatives are supposed to play avery
important role in the economic reconstruction programmes of asian
countries which are mostly less developed and have a long history of
domination by Westem Imperial powers. For ensuring, that coopera-
tives play theirrole effectively, it is necessary to build up cooperatives
on sound lines and enhance their capabilities forrising to the occasion.

1.3 Genuine cooperatives can be ensured if the members also develop a
sense of awareness and honesty alongwith basic understanding of the
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elementary principles ofcooperatives. The cooperatives are essentially
democratic bodies and require full autonomy. Their functioning on
sound democratic lines without interference by any one, cannot be
over-emphasised. Obviously, the societies have to be merr)ber-led
business organisations and not government controlled bodies.

1.4 Every country has its set of cooperatives laws and rules and every
society has its own bye-laws. The enactments provides judicial status
to the cooperative bodies and legal sanctity to the process of manage-
ment carried out through its well defined functionaries. In each
country, the law provides for (a) general body/general assembly (b)
management committee/board ofdirectors (c) chairman (elected) and
(d) chiefexecutive (elected or appointed) as the main functionaries for
each cooperative body.

151t is interesting to note that the legal frameworks, management
structures and cooperative procedures in almost all the countries are
similar. The legal frameworks and provisions in India, Bangladesh,
Pakistan, Singapore, Iran, and Afghanistan have close similarity, may
be because the frameworks derive theirorigin from the period of British
domination. Whereas, the provisions under the Japanese framework
(followed by Republic of Korea) have a liberal orientation befitting a
free nation, placing full trust in the people and their representatives.
Recentenactments introduced in Philippines, Indonesia and Sri Lanka
clearlyreflecttheir awareness to the fact thatthey are free nations. Such
an awarenessis notvisible in otherasian countries. Even in India, where
the cooperative coverage (in terms of number of societies and mem-
bership) which can be taken as the largest in the world, the cooperatives
appear to be breathing under imperial shadows based on distrust
towards people, despite the country having won freedom with demo-
cratic government at the helm of national affairs.

1.6 Conceptual aspects relevant to cooperative management as they
should be, particularly because cooperative management has distinct
elements to be taken care of are distinguishable from management in
corporate sector or other business organisations so far as the prin-
ciples, objectives, process of decision-making and pattern of account-
ability are concerned.

2. Management profiles of various countries have been analysed to see
how far they:

a) provide for democratic functioning and autonomy.
b) help in achieving the objective of the society.
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THE CONCLUSIONS ARE:

2.1 Supremacy of the general body of the cooperative is duly recognised
under the cooperative laws of all the different countries under study. This
is an essential requisite for cooperative functioning which envisages
democratic management and functioning. It is needless to state that in
democratic setup all power flows from the people, who are the masters of
the respective cooperative bodies.

2.2 In every country the functions of the general body are provided in the
law itself, giving them statutory support. The functions include responsi-
bility for programme formulation, approval of the annual budget, exami-
nation of annual accounts and audit reports, disposal of net surpluses,
election of members of managing committee and amendment of bye-laws.
Decisions regarding amalgamation/division of societies are also the con-
cerns of the general body.

2.3 The executive functions and administration in every society is pre-
scribed to be the responsibility ofthe managing committee/board directors,
which is duly elected by the general body. In some countries like India,
Singapore, Indonesia and Pakistan, the functions of management commit-
tee are provided in the act itself. Whereas in countries like Sri Lanka,
Afghanistan and Nepal, these are required to be prescribed by the general
body or leftforinclusion in the bye-laws. In China, South Korea, Japan and
Iran the board of directors exercise powers as may be entrusted by the
general body. In rest of the countries these are prescribed under the rules
framed by government.

2.4 The rules/bye-laws provide the procedural details to be observed by
the committee of management during the conduct of the business of the
society. This includes the details regarding quorum, accounting proce-
dures, etc.

2.5 The chairman in each society is duly elected and constitutes avital part
of the cooperative structure, but in no country the law prescribes any
specific duties or functions to the chairman, except that he has to preside
over the meetings, exercise a casting vote whenever the need arises.
Rightly too, in ademocratic set up, no distinct powers can be conferred on
the chairman, who is one amongst the equals, decisions have to be on
democratic basis and he has to share the collective responsibility for
performance of results.

2.6 The management committee does need competent professionals as
executives forimplementation ofthe programmes and day today functions.
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Toachieve thisevery law providesforachiefexecutive to be appointed and
hiring subordinate staff, whose terms and conditions are required to be
decided by the society. In some of the countries, like India, and Indian
States the terms and conditions of the chiefexecutive are prescribed by the
government as a corollary to government assistance. Such provisions
affect the autonomy of the society and its functional ability as well.

2.7 Leaving aside this aspect related to appointment/terms and conditions
ofthe chiefexecutive which interferes in the autonomy of the society, the
management structures/procedures in almost all countries appear to be
similar and as may be broadly needed for democratic functioning.

2.8 Every society is frequently confronted with situations requiring
amendment of bye-laws in view of the developmental needs. In countries
like Japan, Republic of Korea. Indonesia, Philippines, Thailand and Nepal
the amendment ofbye-laws is the exclusive concern of the general body of
the society only the proposed amendment s required to be registered. But
in several other countries like India, Indian States, Sri Lanka and Pakistan
the society proposes the amendments, which may be registered by the
registrar only if the same are approved by him.

2.9 Similarly in countries namely Republic of Korea and Japan the general
body has supreme authority regarding amalgamation or division of societ-
ies in view of the situations, whereas in Philippines, Singapore, Malaysia,
India and Indian States the proposal has to be approved by the registrar
before its registration.

2.10 There are countries like India, Bangladesh, Malaysia and Sri Lanka,
where the government and registrars have the powers to suo-motto amend
the bye-laws of the society and take decision regarding amalgamation/
division of societies as well. Such provisions hit at the roots of autonomy
ofthe society besides amounting to usurping the legitimate functions of the
society by external agencies who are non members.

2.11 An analysis of roles of functionaries under different cooperative
legislations reveals that the management structures consisting of the
general body, management committee, chairman and chief executive
ensure democratic functioning by and large, with some good points in one
pattern or some weak points in another pattern which may be reviewed and
remedied but in no way suffer from any deficiency or lacunae. Thus, the
existing roles of functionaries under various legislations can not be held
responsible for the present state of crisis in cooperatives.

3. An effort has been made to identify legal provisions existing in the
statutes, which obstruct the smooth functioning of cooperatives despite
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clearly defined roles of the functionaries. Which otherwise appear to be
adequate. Itappears that such provisions obstruct the free performance of
societies and render the roles of functionaries ineffective, leading to
stalemate and inertia. Politicisation, officialisation and state control have
changed the image of the movement from being a ‘people programme’ to
that of a subordinate government department.

3.1 Leaving aside ‘Japan’ where the democratic functioning in coopera-
tives has strong roots and at its best, the situation in most of the countries
like-India .Bangladesh, Pakistan, Malaysia, Singapore, Iran and Afghani-
stan the cooperative functioning is highly chargedwith government con-
trol. The cooperatives have hardly any scope for freedom of action and the
registrar’s presence is dominant in all areas of cooperative management
and functioning. This is highly disappointing a situation. As compared to
aforesaid countries, even the Chinese cooperatives appear to function with
freedom and as per democratic will of the members. The government also
reposes full confidence in the wisdom of the members. In Indonesia, Sri
Lanka and Philippines, realising the potential of cooperatives for socio-
economic development, the respective govemments have recently taken
lead to reform their cooperative laws. Steps taken in these countries aim
atexclusion of the political and vested interests and also to cut the power
of the registrar to let the cooperatives function smoothly and let the
movement breath freely.

3.2 Original concepts was that the cooperative law should be simple,
helpful and supportive of democratic and autonomous functioning also
capable of strengthening the ideological content of the cooperative
movement. On the contrary, the cooperative laws in most of the countries
appear to have become highly complex. Besides other reasons, the
diversification of cooperative activities alongwith increasing state aid is
also responsible for bringing in provisions resulting in very tight govern-
ment control and interference much against the cooperative ideology.

3.3 State participation in the management of cooperatives was contem-
plated as a device for providing professional advice, guidance and coun-
selling to the cooperatives in the situations created by the rapidly growing
developmental needs. Government should have continued its benevolent
support and supervision by confining its role to:
i) the administration of cooperative law, and
ii) the developmental aspects of cooperatives, recognising them as
instruments of economic development,an objective common with
all the welfare govemments.
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However, the governments far exceeded their roles and shifted from
developmental aspects to financial and managerial responsibilities.

3.4 Cooperatives have grown but without cooperative character. Coop-
erative leadership has weakened and cooperatives present a picture of
government agencies, people’s efforts not being visible anywhere. In brief,
cooperative as a system based on some ideology has not developed, the
basic elements have been sacrificed in the target oriented approach, and
race for political patronage.

3.5 Some of the glaring restrictive provisions which could be spotted
easily are as follows:

i) Provision for compulsory amendment of bye-laws by the Registrar.

ii) Power of government to nominate directors.

iii) Registrar's powers to veto, annul or re.scind resolutions of coopera-
tive societies.

iv) Registrar's powers to suspend/supercede board of directors/com-
mittee of management of the cooperative institutions.

v) Powers of registrar/government to issue directives.

vi) Powers to exempt cooperatives from application ofany provision of
the cooperative law.

vii) Power to make rules for functioning of societies.

viii) Powersforcompulsory amalgamation and division ofsocieties by the
Registrar.

iX)  Provisions supportive of vested interests, which include:

a) Provision obstructing the regular process of election in coopera-
tives,

b) Provision permitting holding office for more terms without any
limit,

¢) Provisions permitting holding more than one office at a time.

4. Provisions needed for Strengthening Democratic Control and
meeting the future challenges

4.1 Though cooperatives are recognised as effective instruments for rapid
economic development, yetthey have not been assigned any constitutional

status or recognition in anycountry so far, except Indonesiaand Bangladesh,

who have taken some lead to do so. As cooperatives constitute a distinct

sector of economy, they deserve to be given proper constitutional status.

This may help in timely conduct of elections as well.
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4.2 The ccx)perative laws of various countries refer to cooperative
principles frequently butthe principles have notbeen enunciated any where
in the respective laws. A statement of cooperative principles which form
the very basis of the movement must be clearly made in the laws/acts of the
respective countries.

4.3 Cooperative laws should be brought in harmony with the cooperative
principles wherever they are lacking.

4.4 Cooperatives are ‘economic democracies’ therefore envisage demo-
cratic functioning coupled with autonomy. The legal frame works should
be therefore reviewed and straightened by making clear and effective
distribution of functions and responsibilities ofthe various functionaries of
the cooperatives i.e. the general body, the board of directors, the chief
executive and the functional committees in the law itself so that all doubts
are removed and all the controversies may be eliminated.

a) One ofthe ways in which cooperative law can assist in observance
ofdemocratic control istoinsistson areasonably high quorum for
the conduct of business of the general meeting. This step may help
inensuring better participation ofmembers. Such a step may also
include provision to cancel membership ofsleeping members say,
those who are absent in three consecutive meeting of the general
body and also to introduce a provision to retire or recall upto 1/5
membership every year on grounds of inactivity and indifference
towards cooperative affairs.

b) Therole of cooperative legislation is particularly important when
it comes to making specific provision for the functions and
responsibilities of the board of directors. Unfortunately, this is an
area, where mostofthe cooperative acts are silent, as these matters
are usually left to be determined by cooperative bye-laws where
they are mostly available. The result is that the board of directors
is unable to arrogate to itself even those essential functions which
should normally vest in the chief executive body and the other
managerial personnel. This can be easily remedied. A carefully
worded list of the functions and powers of the board of directors
in the cooperative act itself therefore seems to be necessary. Itis
suggested that the cooperativelegislation may invest the board of
directors with the essential powers which appear to be adequate
for covering various management functions like planning, finance,
executive control, programme implementation and review of
progress in the cooperative body.
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¢) Constitution of committees on standing or adhoc basis should be
liberally undertaken. The committee system ensures betteraccoun-
tability of the board of directors to the general body through
detailed consideration and thorough examination of the matters
entrusted to the committees. Such adevice strengthensdemocratic
functioning and equips the executive wings (board of directors/
committees of management) with a more meaningful democratic
support. Such committees may be entrusted with specific functions
towards the management of the society like planning, finance,
projects, business activities, implementation and review and disci-
plinary matters etc. In the absence of thorough scrutiny of the
pending proposals in cooperatives major aberrations and defaults
come to surface bringing bad name to the much advocated
democratic system of functioning.

The committee system will also help the general body and the board
of directors to take a more informed view of the proposals and
issues. Such a system shall strengthen the cooperative management
by investing it with meaningful democratic support leading to
higher efficiency and enhanced organisational capacity to deliver
goods.

Constitution of functional committees covering various areas of
the cooperative management shall also ensure greaterinvolvement
of the members so badly needed for success of cooperatives.

d) With regard to the chief executive, a statement of powers and
responsibilities in the legislation itself (presently left to be included
in bye-laws or to be separately decided by the board of directors)
seemsto be highly desirable to putan end to frequent controversies
regarding this functional domains.

4.5 It would be very necessary toensure proper synthesis of provisions
for democratic control with those for efficient business management.
Cooperatives are now leading towards multidimensional growth. The
diversified profile has converted cooperatives into a unique sector of
economy all around, with no parallel. This necessitates professionalisation
of the management to effectively meet the new challenges coming before

the cooperatives. Appropriate legal provisions for facilitating such a
process seems necessary therefore.

4.6 Inorder to facilitate involvement of women and youth, which consti-
tutes a veiy large proportion of the population and for whom no space
appears to have been assigned, definite percentage should be reserved in
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the board of directors and other functional committees. Such a step will
lead to a more representative character of the cooperatives and provide
safeguard to their interests. Such a provision has been made in Sri Lanka.

5. Redefining Government Role: While planning to setup cooperatives
on genuine lines, it is very necessary to now think about the role of the
government. Government is no doubt charged with the responsibility of
administration of the cooperatives laws, yet it should be made clear that its
role would be more like a supporter and that it should create a helping
environment by taking following positive steps to ensure sustained growth
of the movement.

i) to encourage and stimulate leadership fi"om within the movement
and itself playing the role of a catalyst, guide and a benevolent
onlooker instead of usurping and substituting its own managerial
role.

ii) to ensure smooth transition of official leadership by installing
democratic leadership, wherever and whenever necessary.

iii) to ensure timely election.

iv) toenact laws which not only strengthen the hands of cooperative
leadership and help democratic functioning but indicate the param-
eters and inter-relationship between the elected leadership on one
hand and the executives and the management wings of the coop-
eratives onthe other.

v) As a safeguard, to take steps for balancing autonomy at various
levels by fixing accountability. (Autonomy relates to operations
whereas accountability relates to results of operation).

vi) To intervene in cooperative affairs only as a measure of lastresort
after appropriate consultations with the apex bodies/federations
and giving opportunity to the concerned cooperative body in all
faimess.

In short, the government should address itselfonly to commanding
heights ofthe economy and take alead in encouraging democratic
and participative leadership in the cooperative sector.

6. De-politicisation of Cooperatives: Oflate, politicians are finding the
cooperative as quite congenial and fruitful for providing the frustrated
partymen and the fresh carrearists. This is an unfortunate trend. Coopera-
tives have to be immunised from the considerations of caste, colour, creed,
religion and politics. Cooperative should not be involved in the electoral
politics. Such a game will always be a serious threat to the cooperative
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process. Political parties seldom atone for their sins and the best
contribution that could be made by them would be to keep off the
cooperative affairs.

7. The provisions striking at the autonomy of cooperatives and principles
ofdemocratic control asidentified earlieras aresult of the study have been
enumerated above to answer the question as to what is responsible for the
maladies and failures of the cooperative systems, if the roles prescribed
under statues and bye-laws appear to be in order.

8. Aforesaid measures shall help in cleansing and strengthening the legal
frame works of cooperatives and help in building an environment condu-
cive to the formation of genuine cooperatives. Such bodies shall be self-
reliantpeople’sbodies functioning on the eternal principles of self-help and
mutual-aid through democratic means.

Such cooperatives focusing on value-orientation ofmembers and value
-addition of products are bound to succeed in achieving their objectives of
rendering necessary help towards economic emancipation of the masses
for whom life is a suffering in silence and may also be able to face the
challenges thrown by economic liberalisation programmes.
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ROLE OF COOPERATIVES IN ECONOMIC DEVELOPMENT
AS PERCEIVED IN DIFFERENT ASIAN COUNTRIES

1. When government lays down a programme foreconomic development,
it has also to think of appropriate ways for its effective implementation. In
this context the importance of cooperatives cannot be under estimated,
particularly because development requires involvement of the people for
its success and cooperatives provide the best device for peoples involve-
ment to the fullest extent.

2. The cooperatives are democratic bodies and function on the cardinal
principal ofself-help and mutual aid. Ifgenuine cooperative can be ensured,
cooperatives can do a marvelous job and the lot of the people can be
improved faster with least dependence on government. Itis very clear that
government alone cannot plan or remove the poverty of every citizen,
people shall also have to rise themselves to the occasion and that can be
possible only through their own efforts i.e., self-help and also mutual-help.

3. Presently, the cooperative net work has spread over the entire Asian
region with growing realisation that these bodies are constituted by the
people and that they work for the people. Cooperatives can thus prove to
be effective levers for improving the economy of the members and in turn
boost the national economy as well. However during the last couple of
decades, though the expansion of cooperatives has been under taken on a
large scale, there has been adecline in their performance. Forachieving the
economic objectives, formation and growth of genuine cooperatives with
correcttype of leadership and a legal framework providing for an autono-
mous and ademocratic set up for functioning of such bodies is a necessity.
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4. In different countries cooperatives have been assigned roles in devel-
opmental programmes with specific objectives to be achieved by them. In
India cooperatives are considered as major instruments of decentralised
labour-intensive and rural oriented economic development. They are
treated as ‘shield for the weak “. Itis proposed to develop a net work of
agriculture, marketing, consumer, processing, industrial, housing, dairy-
ing and other types of cooperatives, on the basis of enlightened member-
ship free from vested interests. Cooperatives are thus closely involved in
the process of national planning and social change. The cooperative
developmentplan reflects national priorities which include (a) reduction of
poverty; (b) creation ofemploymentopportunities (c) raising productivity
level of economy, (d) improving quality of life of the people.

5. Thus cooperative movement has become an important sectorof Indian
economy and finds specific mention under the directive principles of the
national constitution. No doubt constitutional status to cooperatives
would be a highly desirable step.

6. In Pakistan the present government is convinced that the cooperative
movement which represents, a system of economic democracy has great
potential in the process of national development and therefore, it is given
full support and assistance in all fields of economic activities A large
majority of people in pakistan are men of small means who live in poverty
and ignorance.

Most of them are farmers, workers and craftsmen with little or no
resources. In this background the utility ofcooperative functioning is being
appreciated all the more during these years. Cooperatives are recognised
asasub-sectorofagriculture. Governmentare supporting the cooperatives
by giving them subsidies, contributing to their share capital, with prefer-
ential treatmentin issuing permits and licenses for setting agro-processing
units asalso amajorshare in distribution ofchemical fertilizers and housing
activities.

7. In Sri Lanka the following broad objectives are laid down for the
cooperatives to achieve:

i. to improve the living standards of the people;

ii. toachieve selfsufficiency insuch itemsofagricultural and industrial

produce which can be produced within the country;

iii. Optimum utilisation of the country’s human and naturalresources

for the benefit of the total population.

8. Various developmental programmes in the country are finalised acco-
rdingly, keeping the potential of cooperatives in view.



9. In Bangldesh the government has constitutional obligation to promote
cooperatives to ensure balanced economic growth of the country, with
special emphasis on involvement of poorer segments of the society in an
organised manner in the process of their development. Initially the
movement was confined to agriculture banking and consumer coopera-
tives but now it has covered almost all the sectors of economy. The
cooperative movement is considered as one of the important means for
rapid economic development and is treated as ‘social equaliser'. All
government efforts are directed towards shaping the movement accord-

ingly.
10. In Nepal cooperatives are being realised as potential instruments for

socio-economic development of the people, and all governmental efforts
are being directed towards that.

11. In Indonesia the National Development Plan documents assign a
specific role for cooperatives. Article 33 of the constitution of Indonesia
states as under:

i) the economy shall be organised as a joint endeavor based upon
principle of brotherhood;

ii) branches of production which are imponant for the states and
which affectthe life of mostpeople shall be controlled by the state;

iii) land, water and natural riches contained there in shall be controlled
by the state and shall be used for the maximum prosperity of the
people.

12. Accordingly, the cooperative programmes in Indonesia include activi-
ties covering distribution of agricultural inputs, agricultural extension
services, development of animal husbandry and fisheries, plantation and
forestry sectors. Cooperatives also embrace small industries, handicrafts,
transportation and rural electricity areas. The 1945 Constitution of Indo-
nesia stated that three types of sectors of economy, i.e., public sector,
private sector and the cooperative sector, shall grow on the principle of
brotherhood.

13. In Thailand the farmers cooperatives are clearly recognised and
encouraged under the constitution. Section 67(2) of the constitution of
Thailand states that “the state shall encourage farmers to organise them-
selves into cooperative form of organisations”

14. In the Philippines cooperatives are considered as a part of private
sector. They are specifically assigned roles in agriculture and transjx>rtand
selectively in other sectors. In general they are given equal opportunity



with other sectors of economy in the national development programmes.
In rural electrification, agricultural credit for small farmers, rationalistion
of the transport system and development of sugar industry, cooperatives
have specific role to play.

15. In Singapore cooperatives like the trade unions have become an
indispensable part of the modem society. They serve to curb and temper
the excesses of our free enterprise system. It is through cooperation and
mutual-aid that the ordinary wage earners have the best chance of
protecting themselves from being exploited and paying exhorbitant prices
for consumer goods as also very high rates of interest on consumer loans.
Cooperation ensures that they get maximum benefit out of their hard
earned wages.

The main object of thrift and loan societies generally defined in the
constitution of the societies are as below:

i. toencourage thrift;

ii. toprevent indebtedness of its members by enabling them to obtain
loans on reasonable terms;

iii. to assist members to reduce the cost of living and to improve their
economic position.

16. In Malaysia the cooperative movement is classified in three broad
categories (a) non-agricultural cooperative societies (b) agriculture-based
cooperative societies (c) fishermen cooperative societies. In recent years
cooperative movement has covered a number of other sectors covering
rubber plantations, poultry and general welfare cooperative societies,
where social activities like cleaning of villages, construction of roads,
bridges and schools etc. are also carried out. Though the cooperative
movement suffered a severe set back during Japanese occupation in
Malaysia, it has come up again in view of its potential for economic
upliftmentofthe weakersections. Now almostall areasofeconomy appear
to covered through varied cooperative activities. The main objectives
provided for cooperatives in Malaysia, are as under:
i) to raise the socio-economic standard of the producers of primary
products;
ii) to increase employment opportunities in industries and non-
agricultural industries; and
iii) to utilise the members capital to carry out the various economic
activities in line with the new economic policy adopted by the
country.



17. Cooperative profile of China is unlike that of other neighbours. In
China cooperatives used to be a non-government sponsored activity till
1920 when the Chinese workers, peasants and students started to organise
themselves into consumer, producer, credit, transport and other types of
cooperatives. The purpose was to over come their economic difficulties
and to improve theirproductive and living conditions. Due tocivil wars and
poor social development such cooperatives were scattered and there was
no nationwide coverage. Inotherwords, development ofcooperatives was
very limited. As the years passed the cooperative activities also under-went
several changes. However after 1960, the government attitude underwent
lotofchangesin the socio-economic field giving re-birth to cooperative
activities with greater vigour. Now the cooperatives cover various sectors
of economy besides agricultural production and consumer activities.
Realising their potential for saving the poor people from exploitation, the
members of the cooperatives have been given more decision making
powers for better performance of the societies and making them self-
reliant.

18. In Iran and Afghanistan the cooperative activities are gradually
picking up. Presently, the societies are mostly farmers agricultural coop-
eratives or soldiers consumer, credit and thrift societies. After the forma-
tion of central organisation forrural cooperatives, the numberofcoopera-
tives is increasing day by day with coverage of more and more person.

19. InJapan, the cooperative performance is at its best not only for the
farmers, butforall categories ofthe people, the Japanese cooperatives have
successfully crossed the usual economic business activities level and have
now entered a more advanced phase embracing activities of guidance for
home life improvement, which includes:

* home economy planning,
* improvement of diet, clothing and housing,
* cultural activities,
* health control and sanitary education etc.
20. Commencement of this phase is an indication of the tremendous

success achieved in Japanunder cooperative performance,a level through
which most of the Asian countries have yet to pass.

21. In the Republic of Korea agricultural cooperatives are farmer’s
voluntary organisations to promote agricultural production and elevate
their living standards through close cooperation under spiritofmutual help
amongst them. The Koreans have been following Japanese model closely.



22. Theobjectives ofthe agricultural cooperatives consist in providing all
help forincreasing productivity, improving the social and economic status
of farmers, promoting the cultural betterment of farmers and assuring a
balanced development of the national economy. In fact, agricultural
cooperatives have substantially contributed towards developing agricul-
ture and enhancing farm income since their inauguration in 1961.

23. Aforesaid description presents avery briefpicture ofthe expectations
firom cooperatives in the different Asian countries. Obviously, the expec-
tations are high andcooperativesare supposed to play avery importantrole
in the economic reconstruction programmes of most of these countries
which are mostly less developed and have along history of domination by
western imperial powers. For ensuring that cooperatives play their role
effectively, it is necessary to build up cooperatives on sound lines and
enhance their capabilities for rising to the occasion.

24. Genuine cooperatives can be ensured if the members also develop a
sense of awareness and honesty alongwith basic understanding of the
elementary principles of cooperatives. The cooperatives are essentially
democratic bodies and require full autonomy, accordingly their function-
ing on sound democratic lines without interference by any one, cannot be
over-emphasised. Obviously, the societies have to be member-led business
organisation and not government controlled bodies.

25. Simultaneously, the present cooperative legislations as applicable in
various countries have also to be examined minutely, so as to eliminate the
restrictive provisions and make the enactments helpful to the cause of
cooperatives. The legal enactments should provide for perfect democratic
functioning. Such of the provisions, which may be obstructive should be
excluded from the statute books forthwith. It will not be out of place to
state that the entire region was till recently under foreign domination and
the existing cooperative provisions appear to be out of context. The
colonial authorities had designed and drafted the cooperative legislations
assuming that the local population would not be able to manage coopera-
tives. Notonly this, they did notwantthepeople tocome close toeach other
and develop amongst them the spirit of self-help and mutual-aid as the
same might threaten the government existence. Therefore the approach
followed in drafting the cooperative laws and rules was top down and
paternalistic with seeds of anti cooperative approach engrained in them
closely. The colonial powers were basically interested in collecting the
agricultural produce and siphoning off the economic gains by drafting
cooperative laws providing sluices for active government interference on



one side and in superficially patronising people’scooperatives which were
sponsored by them, controlled by them and worked for their selfish ends
through their agents and stooges and such a background has led to the
present shape of things. The cooperative law as it exists in the Asian
countries is dotted with provisions through which distrust towards the
people is clearly reflected. All this is now a matter of history, but itis high
time that cooperative legislation in most ofthe countries under study which
is at present a colonial inheritance isreviewed abinitio and so amended or
drafted afresh that it takes shape in accordance with the peoples aspira-
tions, projecting a structure contemplating the process of planning at the
grass root levels coupled with sound democratic functioning and trust in
people, who are none else but citizens of the respective countries.
Restrictive provisions should be identified and scrapped. Such a process
of reformation may take some time but efforts made shall have the credit
to recognise and protect the potential of cooperatives in improving the lot
of the people while ensuring their dignity by equipping people to improve
quality of their lives by their own efforts.

26. Aforesaid objectives shall require a multi-pronged attack on the
problem. One of the essential steps is related to the legal frameworks
wherein several anti cooperative provisions are in existence. A review of
the legislative provisions obtaining in different Asian countries appears
essential so far as the role of functionaries under the legal provisions is
concerned. The modified provisions may make the functionaries more
effective in their performance.

Even otherwise it is very necessary to consider and initiate steps for
strengthening the cooperatives to face the challenges thrown by forces of
economic liberalisation. If cooperative have to survive, such steps can not
be postponed any longer.



COOPERATIVE MANAGEMENT
COUNTRYWISE PROFILES

INDIA

(India occupiesaprominentplace in the Asian continentin view ofits size,
population and othergeo-economic considerations. India isafederation
o fseveral status. Some ofthe territories are directly administered by the
centre. In case of multi-state cooperatives, central act applies. Under
these circumstances,for proper understanding of the cooperative sce-
nario study ofsome ofthe state acts alongwith the Central Cooperative
Act known as Multi-State Cooperative Societies Act ,1984 appears
necessary. Accordingly, the multi -state cooperative societies act 1984,
alongwith the actsoftwo Indian states namelyRajasthanand Maharashtra
(as chosen by the ICA) shall be examined. The provisions applicable to
two national level apex cooperative bodies i.e. KRIBHCO and NAFED
shallalso be lookedintoforproperappreciationofthe Indian cooperative
scenario.)

1. InlIndia, cooperation being aprovincial subject the provincial govern-
ments are responsible for enacting, administering and supervising the
functioning of cooperative law in the respective provinces. The National
Parliamentis empowered to enact laws only for such cooperatives, which
havejurisdiction overmultiple states. The Indian Constitution provides the
directive principles under article 39 for the state policy. They favour
cooperative approach for development. Every state has a department of
cooperatives, which attends to the requirements of cooperative law, i.e.
registration of societies, re-organisation and amalgamation of coopera-
tives, inspection and supervision, enquiries, supercessions, winding up and
liquidations, audit, elections, settlement of disputes,hearing of appeals,
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ccxjperative information and compilation of statistics for administration,
alongwith the task of growth ad development of cooperatives.

2. The broad objectives of the national economic development policy in
India have been discussed in the earlier chapter.

3. The first law relating to cooperatives in the country was enacted in
1904 with special focus on the agricultural development. After indepen-
dence, the various cooperative societies acts were enacted in different
states of India on the basis of the recommendations of various committees
constituted by the central government for suggesting amendments so as to
impart fresh orientation to the cooperative laws keeping in view the
principles of cooperation and requirements of the people. The latest
committee known as ‘committee of cooperative law on democratisation
and professionalisation of the management of cooperatives’ submitted its
reportin the year, 1990, which made recommendations for deleting several
legal provisions affecting the democratic functioning and also suggested
measures for the development of genuine cooperatives which should be
autonomous, efficient and democratic bodies.

4. As stated above, the cooperatives being a provincial subject, each
province has its separate cooperative law which provides the following
pattern of democratically oriented administrative set up for cooperative
societies.

a) General body of the society;

b) Board of directors;

¢) Functional committees created by the board of directors, and
d) The chairman and the chief executive of the societies.

5. This pattern is also followed in the multi-state cooperative societies act
1984 framed by the Government of India for societies havingjurisdiction
over more than one state. This act was made effective from 16th Septem-
ber, 1985 after repealing the earlier law. Chapter IV of the MSCS Act
provides for “Directions and Management of Multi-State Cooperative
Societies”. According to the act the general body of the MSCS consists
ofall the members of the society and has the ultimate authority ofa MSCS
(subject to other provisions of the act). Wherever in any multi-state
cooperative society, the board of another MSCS is to be represented, it
shall be done through the chairman or the chiefexecutive of such society,
in case there is no board for such a cooperative society, the representation
shall be through the administrator. Every MSCS, after the close ofthe year
shall call a general meeting of the members within the prescribed manner
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and within such period as may be prescribed for the purpose of policy
making and ensuring proper functioning of the society. Precisely the
following functions are assigned to the general body of any MSCS:

a) Consideration of the audit report and annual report;

b) disposal of net profits;

c) approval of the programme of activities for the ensuing year;

d) amendment of bye-laws;

e) electionsifany, ofthe membersofthe board, other than nominated
members, subject to the provisions of Section 35 and Section 30.

6. Intheeventofthesociety failing to call the general meeting within the
prescribed time, the central registrar or any person authorised by him, shall
be competent to call such meeting and that meeting shall be called ageneral
meeting duly called by the society. The minutes of the general body shall
be recorded and a copy of the same shall also be sent to the registrar,
decisions of the general body shall be final. Here it will not be out of place
to mention that the MSCS does not confer any powers on the chairman of
the society nor assign any functions to him. He is supposed to preside over
the meetings and exercise the casting vote. He is like any other member in
the process of decision-making by the governing body or the board of
directors. He is however tiiechiefspokesman, for the society and in the best
democratic traditions, doesnot hold any special powers/duties toeliminate
arbitrariness and cleavages in the body where equality of status provides
the basis for the cooperative superstructures.

7. Subject to the provisions of this act and rules made thereunder, there
shall be a board of directors for every MSCS consisting of such a number
of members as may be provided under the bye-laws. In each such society
representatives oftheemployees of the society shall also be involved in the
management and decision making process. This is a unique provision
available inthe MSCS Act '84. The elections to the board o fdirectors shall
be according to directions and control of the central government to be
intimated through general or special order. As per section 41 (1) of the act
when the central government or a state government has subscribed to the
share capital of a MSCS or has guaranteed the repayment of the amount
ofthe loan with interest, the central or the state government shall have right
to nominate on the Board such number of persons as may be prescribed.

8. Section 42(2) prescribes the powers and functions of the board which
are as under:
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a) to admit members;

b) tointerpretthe organisational objectives and set up specific goalsto be
achieved towards these objectives;

¢) to make periodic appraisal of operations;

d) toappointachiefexecutive and such otheremployeesof the society
(outofthe listofpersonsreferred to in section 50) as are notrequired
to be appointed by the chief executive.

e) tomake provisions forregulating the appointmentofemployees ofthe
multi-state cooperative society and the scales of pay, allowances and
other conditions of service of, including disciplinary action against
such employees;

f) to approve annual and supplementary budget;
g) to acquire or dispose of immovable property;
h) to raise funds;

i) to sanction loans to the members; and

j) to take such other measures or to do such other acts as may be
prescribed or required under this act.

9. The chiefexecutive ofthe society convenes the meetings of the boards
atthe instance ofthe chairmanofthe society. The board is supposed tomeet
atleast once in every quarter.

10. Inevery society there shall be achiefexecutive, appointed by the board,
whoisafulltime employee ofthe society. He shall beamemberoftheboard
and the executive committee or any other committee constituted under
section 46(1) ofthe act. The functional directors shall also be members of
the board. While appointing achiefexecutive, where more than halfofthe
share capital of a society has been subscribed by the central government;
prior approval of the central goverment for appointment of the chief
executive and the functional directors shall be obligatory.

11. Section 45 of the act lays down powers and functions of the chief
executive which are listed below:

a) day-to-day managementofthe business ofthe multi-state cooperative
society;

b) operating the accounts of the multi state cooperative society and be
responsible for making arrangements for safe custody of cash;

c) singing the documents forand on behalf ofthe multi-state cooperative
society;
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d) makingarrangements for the proper maintenance ofvarious books and
records of the multi state cooperative society and for the correct
preparation, timely submission of periodical statement and return in
accordance with the provisions of this act, the rules and the bye-laws;

e) convening meetings of the general body of the multi-state cooperative
society, the board and the executive committee and other committees
or sub-committees constituted under sub-section (1) of section 45 and
maintaining proper records for such meetings;

f) making appointments to posts in the multi-state cooperative society in
accordance with the rules made under clause(s) of sub-section (2) of
section 42 expect the posts in relation to which the power ofappoint-
ment vests in the board under clause (d) of that sub-section.

g) assisting the board in the formulation of policies and objectives and
planning;

h) furnishing to the board periodical information necessary for appraising
the operation and functions of the multi-state cooperative society;

i) performing suchotherduties and exercising such other powers as may
be presribed in the bye-laws of the multi-state cooperative society.

12. The board may constitute an executive committee or any other
committee or sub committee for specific purposes in accordance with the
bye-laws of the society. For different acts and activities the functionaries
are accountable to the general body ultimately. Thus the management
patterninany MSCS appears to be democratic butthe setup and delegation
of powers are subject to the other provisions of the act, which contains
provisions striking atthe autonomy in one way or the other. These are being
mentioned below:

The registrar is entitled to attend the general body meeting even
without being invited.

- Thecooperative law generally emphasizes aregulatory and restrictive
relationship between the government and cooperatives. Most of the
powers are concentrated in the hands of either the central registrar or the
central government, these include powers regarding election, audit, in-
spections and enquiries, etc. Cooperative law also contains restrictive
provisions such as:
* Amendment of bye-laws shall be subject to registration, i.e.
scrutiny by the registrar (refer section 10 MSCS act).
* Compulsory amalgamation and re-organisation of cooperative
societies (refer section 15 MSCS act). The order for compulsory
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amalgamation and re-organisation by the registrar shall not be
applicable (refer section 91-B MSCS act).

* Appointment of government nominees (refer section 41(1) of
MSCS act).

* Powerforsupercession ofboard ofmanagementand appointment
ofadministratorin place ofthe board (refer Section 48(1)of MSCS
Act). An orderfor supercession of the board shall not be applicable
in view of section 91-C of the MSCS Act.

* Provision for removal of an elected member by the Central
Registrar also exits (refer Section 40 of the MSCS Act).

* Central government has retained powers to make rules for election
of members to the board (refer Section 35(5) of the MSCS Act).

* Central Government has retained powers to issue directions to a
multi-state cooperative society u/s 47 of the MSCS Act.

13. Other features of the MSCS Act, which attract attention are:

i. Inthis act, vide section 33 provision has been made for association of
employees in the decision making process. The MSC societies are required
to provide for such participation in the bye-laws, subject to adnunistrative
instructions which may be issued by the central government in this behalf.

ii. The rules framed under the act provide that where the central/state
government have contributed to the share capital, they can nominate upto
one third of the strength of the board or three, whichever is less. The bye-
laws of a society may, however, provide for nomination of persons in
excess of these limits.

iii. Wherethe central governmenthave subscribed more than halfthe share
capital ofanational cooperative society, such society shall have to seek the
prior approval of the central government to the appointment of chief
executive and the functional director.

iv. Selection of chief executive and other management posts in national
cooperative societies shall be made through a selection committee to be
constituted by the government for the purpose. The MSCS Act also
provides for framing rules and procedures for such selections vide section
50.

v. The MSCS Act provides for voting rights to the employees also (refer
secction 22). Thisdoes notappear to be adesirable provision as itmay help
in manouvering during the process of elections.
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14. The aforesaid provisions have been continued despite protests by the
Indian Cooperative Movement. It would have been certainly better if
cooperatives would have bedn allowed to function as independent bodies
full of selfregulation and self control. In view of this concept the powers
ofaudit, supervision and control that vest, presently, in the central registrar
of cooperative societies too should have been passed on to an independent
apex level cooperative authority to be specially constituted.

KRIBHCO (INDIA) (Krishak Bharti Cooperative Ltd)

15. In pursuance ofthe provisions of the multi-unitcooperative societies
act, a society “Krishak Bharti Cooperative Limited” was registered as a
multi-unit cooperative society on 17th April, 1980. Today, it is a giant
cooperative enterprise and a matter of pride for the Indian cooperative
movement.

16. The objectives of KRIBHCO include promotion ofeconomic interests
of its members by undertaking manufacture of chemicals, fertilizers and
allied products conducive to the development of agriculture and rural
development. The organisation could undertake appropriate activities in
furtherance of these objectives. Its membership is constituted by Govern-
ment of India, N.C.D.C., IFFCO, Tribal Cooperative Marketing Federa-
tion, apex cooperative federations of states, consumer cooperatives,
primary agriculture cooperative societies, regional and district level coop-
erative credit societies, dealing with the different agricultural activities of
the states and national level bodies alongwith other cooperative
organisations/undertakings engaged in fertilizer, or agriculture develop-
ment programmes. With much wide and high level membership and
authorised share capital or Rs. 500 crores, itis also provided that the final
authority shall vest in the general body, constituted in accordance with the
bye-laws. Provision for a representative general body of KRIBHCO also
exists. The procedure for election of delegates to the general body from
various states of Indian Union shall be in accordance with the rules framed
by the board ofdirectors with the approval ofthe central registrar. The task
of election and removal of the members of the board of directors (except
those nominated by Government of India) and other government bodies
alongwith any amendmentor repeal ofexisting bye-laws and enactmentof
new bye-laws shall require approval of Govemment of India till such time
the share capital subscribed by the govemment is fully retired. These
provision of bye-laws thus strike against the supremacy of the general
body. Other powers of the general body are however as under:
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i. Consideration and adoption of annual report and accounts of previous
year, review activities of the current year and approval of programme of
activities of ensuing year as presented by the board of directors;

ii. Consideration of audit report;
iii. Expulsion of members;
iv. Distribution of net profits.

17. The bye-laws provide the procedure for convening a meeting of the
general body. For conducting regular business, a board of directors
consisting of 6 directorsisrequired to be elected by the general body as per
bye-laws No. 37. Meetings of the board of directors shall be held in
accordance with the provisions made in the bye-laws. Bye-law No. 46
specifies powers of the doard of directors which are as under:

i. toadmit members, to authorise convening of meeting of the general
body and to fill any vacancies in the board amongst the elected directors
by co-option also to fill vacancies in the general body; among the elected
delegates by co-option;

ii. to approve annual and supplementary budgets, and to recommend to
the general body distribution of profit;

iii. to appoint, suspend orremove the managing director and the finance
director subject to the prior approval of the Government of India and to
remove, suspend or appoint other functional directors whose maximum
pay exceeds Rs. 2750/- p.m.;

iv. to frame regulation regarding recruitments, scales of pay and service
conditions of employees of KRIBHCO and to sanction posts for the
administration of the affairs of KRIBHCO whose maximum of pay scales
exceed Rs. 2750/- p.m.;

v. to raise funds for the business of KRIBHCO and determine the terms
and conditions with prior approval of Government of India. To decide
matters relating to withdrawal, transfer and forfeiture of shares;

vi. to determine terms and conditions of collaboration with cooperatives
andothersinIndiaandaboard. To authorise personstosignon KRIBHCO’s
behalf, bills, notes, receipts, acceptances, endorsements cheques, releases,
contracts and documents;

vii. to sanction contracts ofall values unless otherwise provided for in the
bye-laws;

viii.to delegate all or any of the powers, authority and discretion vested in
the board to the managing director or other employees or employees of
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KRIBHCO subject to the ultimate control being retained by the Board;

iX. to exercise all orany of the powers of authority vested in the general
body till a general body is duly constituted;

x. toappointsuch committees, sub-committees or standing committee as
may be necessary and delegate to them such powers as may be appropriate.

18. Thus, all aspects of administration of KRIBHCO i.e. personnel
management, financial management, resource mobilisation, election pro-
cedures, monitoring/reviews, appointmentofcommittees, committees and
standing committees forcontrolling and transacting business and day today
affairs ofthe organisation appearto have been taken care of with necessary
authorisation in favour of the functionaries. Even after this, the general
body may funher confer any power or authority to be exercised by itself
to the board of directors or any sub-committee.

19. The board of directors is supposed to elect a chairman and a vice-
chairman. The chairman and in his absence the vice-chairman presides over
the meetings of the general body and the body of directors.

20. The bye-laws provide for constituting executive committees of the
board ofdirectors in accordance with bye laws No.51(a), with well defined
functions and responsibilities subject to the overall control and authority
of the board of directors. The bye-laws also define the powers of the
managing director who acts as the chiefexecutive of the society and who
shall be responsible for the conduct, supervision and management of the
day-to-day business and affairs of the society.

21. The bye-laws appear to be in order and ensure smooth democratic
functioning but do include some provisions for exercise of control by the
governmentatcrucial stages, in view of the contribution to the share capital
of the organization. Liberalization in respect of such provisions would go
a long way in strengthening the roots of cooperative functioning in the
society.

22. The chief executive is an important functionary of a cooperative. In
KRIBHCO, he is selected through a selection board constituted by the
Government of India as per the bye-laws and is designated as managing
director. His powers and functions are as under:

i. to have a general control over the administration and act as chief

executive of the society;

ii. to convene the meetings of the board of directors/executive commi-
ttee/or any other committee/sub-committee of KRIBHCO at the instance
of the chairman or, in his absence, the vice-chairman.
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iii. toberesponsible forthe general conduct, supervision and management
of the day-to-day business and affairs of KRIBHCO.

iv. toreceive all money and securities on behalfof KRIBHCO and to make
arrangement for the proper maintenance and custody of cash balance and
other properties of KRIBHCO.

v. to endorse and transfer promissory notes, government and other
securities and to endorse, sign, negotiate cheques and other negotiable
instruments on behalfof KRIBHCO.

vi. tosign all deposits, receipts and operate on the accountof KRIBHCO
with the bank.

vii. to be the officer of KRIBHCO to sue or to be sued on behalf of
KRIBHCO and sign all bonds and agreements in favour of KRIBHCO.
viii.to create, subject to budget provision, posts, whose maximum of pay
scales are below Rs.1700/- and to appoint, suspend or terminate employ-
ment of personnel in respect of these scale.s.

iXx. to determine powers, duties and responsibilities of the employees of
KRIBHCO.

x. toinstitute, conduct, defend compound orabandon any legal proceed-
ing by or against KRIBHCO.

Xi. subjectto the regulations, if any, which may be framed by the board of
directors to enter into negotiation and sanction contracts and incur
expenditure upto the value of Rs. Lcrore in each case during the constru-
ction phase.

xii. to delegate all or any of the powers, authorities and discretions vested
in him to any employee oremployees of KRIBHCO subject to the ultimate
control and authority being retained by him.

23. Thus the powers appear to be quite comprehensive taking care of all
types of situations which may arise in day-to-day affairs of a cooperative
organisation. However, one aspect that needs mention is that the chief
executive is selected by a panel constituted by the Governmentofindiaand
is also removable after the specific approval of the government. This
procedure dilutes his sense of accountability towards the society and may
need some reconsideration to brand the functioning of the cooperative as
fully autonomous.

NAFED (National Agricultural Coop Marketing Federation Ltd)

24. NAFED is a national level cooperative federation of India of all the
state level cooperative marketing federations. It is an example of a very
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successful agricultural cooperative marketing institution of apex level of
the country. Itis exciting to state that its annual business turn over is of the
orderofRs. crores. Itisalso governed by awell organized legal framework
providing for a sound management set up and cooperative traditions.

25. NAFED has itsoperational area spread over all the states in the country
and has therefore been registered by the Central Registrar of cooperative
oflndia. It hasitsown bye-laws, providing forclearly defined objectivesand
procedures. The objects of the NAFED shall be to organize, promote and
develop marketing, processing and storage of agricultural (including
horticultural and forest) produce, distribution of agricultural machinery,
implements and other inputs, undenake inter-state and intra-state, import
and export trade (wholesale or retail as the case may be) and to act and
assist for technical advice in agricultural production for the promotion and
the working of its members and cooperative marketing, processing and
supply societies in India. In furtherance of these objectives, the NAFED is
free to undertake one ormore ofthe related activities as specified in the bye-
laws No. 3.

26. NAFED being an apex level national body has been constituted by State
level Marketing Federations' Cooperative Marketing Societies, NCDF,
NCCF and Government of India as its members. Accordingly, there is
provision for membership representing all the categories of the members,
the bye-laws provide the procedure to be followed by electing members by
the general body and also for censuring of membership. The board of
directors is the final authority to take decision about inclusion of any
applicantasamemberand in the eventofrefusal, an appeal can be presented
to the general body whose decision would be final. Thus, there is no scope
for interference by any agency out side the organization in regard to
membership issues and the decision of the general body is final.

27. The general body of NAFED consists ofone representative each ofthe
members admitted under the bye-laws and the directors of other
organisations on the board of directors of NAFED under bye-law 20
including the two co-opted directors.

28. The annual general meeting of the general body shall be called within
aperiod ofsix months after the date fixed for making up of its accounts for
the year. A special general body meeting could be called at any time by the
managing director on receipt of a requisition from 1/5 of the total No. of
members or from the central registrar, of cooperative societies. Convening
ofthe special general meeting may require one month’snotice, whereas the
AGM may require 21 days notice in advance. The presence of atleast 1/2
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or a minimum numbers of 20 members shall be the quorum needed for
conducting necessary business. However, no quorum shall be required for
adjourned meetings and the chairman shall have the casting vote in the
eventofequality ofvotes. Any member having arrears ofshare money shall
not be allowed to vote. The general body shall have a chairman and two
vice-chairmen elected by the general body in which the supreme authority
in all matters relating to the administration of NAFED vests. The minutes
of the general body shall be recorded and signed by the chairman. Without
prejudice to the general provisions under the bye-laws, duties and powers
of the general body shall be as under:

i. to elect, suspend or remove the members of the board of directors,
excepts those nominated by the Government of India (NCDC - National
Cooperative Development Corporation).

ii. toconsiderand adoptthe annualreport of NAFED, its auditreportand
audited balance sheet and profit and loss account and its programme of
activities prepared by the board of director for the ensuing year.

iii. todispose of profitsinaccordance with the act, notified rules and these
bye-laws.

iv. to fix the maximum borrowing limit which shall be subject to the
approval of the registrar.

v. to amend the bye-laws.
vi. to expel members.

So far as amendment in bye laws is concerned, a resolution of the
general body to undertake the amendment, could be passed by a vote
supported by not less than 2/3rd of the members present.

29. The bye-laws provide for a board of directors to be elected by the
general body once in three years; (as per bye-law 20). The election
procedure has been clearly laid. The board shall elect a chairman and the
vice-chairman whose terms will also be co-terminus with the general body.
The meetings of the board shall be ordinarily held once in every quarter,
butin the case of urgency decisions could be taken by circulation and such
decisions shall also have the same force as other decisions of the board.
Seven directors present in the meeting shall constitute the quorum,
however, there shall be no condition of the quorum in the case ofadjourned
meetings and the directors present shall trasactthe business. The bye-laws
provide that the chairman and in his absence the vice-chairman (senior in
age) shall preside over the meetings. Each member shall have one vote. A
member of the board ofdirectors shall cease tobe amember under specific
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conditions (bye-law 27). The board of directors has been conferred with
adequate powers for conducting the affairs, covering all the areas i.e.
related to finance, business, personnel, framing of rules, appointment of
committees, distribution of profits, investment policy, admission and
suspension of members etc.

30. It will be seen that all the powers and directions needed for effective
functioning, division ofwork, chain ofcommands, control and maintaining
efficiency appear to have been conferred on the board, ensuring a sound
structure and delegation of powers needed for smooth and quick decision
making in a cooperative organization of this type.

31. The board of firectors shall be free to constitute executive committee,
consisting of the chairman, vice-chairman, six directors and managing
director with specific powers and functioning as provided under bye-law
32.

32. The board shall also constitute a business committee consisting of the
chairman, 5 members out of the elected directors, one representative from
GovemmentofIndia, and the managing director. The business committee
shall laydown the general policy about the conduct of overall business of
the federation and shall prescribe appropriate terms and conditions and
review the same on quarterly basis.

33. So far as the managing director is concerned, he shall be the chief
executive of the organisation and appointed by the board of directors on
specific terms and conditions as may be decided by the board. He shall be
responsible for the conduct of the business and shall exercise control over
the administration of the NAFED subject to the overall control of the
chairman. He shall advise the board of directors, executive committee,
business committee and other committees in framing the policies and
programmes ofthe federation and implementthe same afterapproval. Bye-
law N0.36 specifies the duties and functions of the managing director quite

precisely.
34. Bye-law No. 42 provides for settlement of disputes and provides that

such disputes shall be referred to the Central Registrar for being settled in
accordance with the cooperative societies act.

35. From the aforesaid picture, it is evident that the structure of NAFED
appears to have been based on sound cooperative ideology and traditions.
Provision forframing necessary workingrules and procedure for effective
decision making process have been made under the bye-laws. Apparentiy
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there are no provisions adversely affecting democratic functioning of the
organisation or supremacy ofthe general body as may be available in some
other apex cooperative organisations. It may be mentioned that there is no
provision forreferring any of the decisions of NAFED to the Government
of India or to any external agency for approval. The regulations and bye-
laws do not provide for any in-roads for interference in the regular
functioning of the body.

RAJASTHAN (A State of the Indian Union)

36. Cooperative legislation in Rajasthan has a long history. A review of
historical development being not very relevant for the present study, we
proceed to examining the present Cooperative Societies Actof Rajasthan,
which was promulgated in 1965 by the state legislature and the rules as
notified by the state government subsequently in 1966.

37. In pursuance of the national policy to modify the cooperative laws by
removing anti-democratic provisions prevailing in diffierent states, neces-
sary steps were initiated in Rajasthan also. Accordingly, the state laws were
liberalised in many respects. However, several provisions still continue
which actas levers forputting hurdles in smooth functioning ofcooperative
bodies.

38. Under the existing legal framework the final authority of the coopera-
tive society vests in the general body of the members, subject to the
provisions of the act and the rules (refer section 29 of the R.C.S. Act,
1965). The general body is authorised to constitute a smaller body
consisting of delegates of members of the society elected in accordance
with the bye-laws for a specific function. The general body is supposed to
hold its annual meeting. Provision exists for calling a special general
meeting forconsidering urgent matters also. The functions assigned to the
AGM (under section 30 of the act) are as under:

a) Approval of the programme of the activities of the society as
prepared by the committee for the ensuing year;

b) Elections, ifany, (in the prescribed manner) of the members ofthe
committee other than nominated members;

¢) Consideration of the audit report and the annual report;
d) Disposal of the net profits.

39. Provided that, if no such meeting is called within the prescribed time,
theregistraror any person authorised by him may call such ameeting in the
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mannerprescribed and thatmeeting shall be deemed to be ageneral meeting
duly called by the society.

40. Provided further that the registrar may order that the expenditure
incurred incalling such ameeting under the foregoing proviso shall be paid
out of the funds of the society or by such person or persons who, in the
opinion of the registrar, were responsible for the refusal or failure to
convene the general meeting in time.

41. It is provided that all members in the society shall have equal oppor-
tunity to serve the organization and its various committees on the principle
of *“one member one vote".

42. 1t would appear that the prescribed agenda for consideration of the
AGM confers all necessary authority to the general body, but the provisos
to section 32 simultaneously provide channels for the registrar to interfere
and control the free functioning of the society. In this context section 32
is also noteworthy which confers powers on the registrar to rescind
resolutions taken by the general body or management committee of the
society.

42(a) The autonomy of the society so far as framing it’s bye-laws,
amendment of bye-laws and powers to decide about amalgamation,
division and re-organisation of societies are concerned, the same are
nullified by registrar’s power under section 14 and 17 of the act empow-
ering him to direct such action on compulsory basis. Registrar is also
empowered to issue orders for removal of a member or supresession of a
management committee vide section 36 of the act. He is also responsible
for conduct of audit under section 71, enquires and inspections under
section 73 and resolution of disputes under section 75 of the act. Thus,
registrars hands areprominently visiblein all areasofcooperative function-
ing.

The state government also has the power to appoint government
nominees on the board of directors under section 33, frame rules for
functioning of the societies under section 148 and exempt societies form
the application of specific provisions ofcooperative law under section 139
of the act.

These provisions appear to be clearly detrimental to the autonomy and
democratic functioning of the society. With the existence of the sub
provisions the autonomy of the society is rather reduced to a mockery.

43. The general body ofthe cooperative society isauthorised under section
33 of the act to constitute ‘committee of management’ or ‘board of
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directors’ for conducting the affairs of the society in accordance with the
bye-laws. This is done through the process ofelection. As per the state act
the functions of the managing conimittee shall be as under;
i. To observe provisions of the act, rules or bye-laws in all it’s
transactions.
ii. To maintain true account of the money received and spent.
iii. To maintain accounts of the assets and liabilities of the society.
iv. To Facilitate inspection of books by those authorised to do so.
v. To prepare and present to the general meeting the profit and loss
account annually.
vi. To admit persons as members and to maintain members register
up-to-date.
vii. To watch utilisation of the amounts of loans and perform all
functions in regard to their recovery.
viii.To call the special general meeting on receipt of requisition
according to the provisions of the act and bye-laws.
iX. Torequesttheregistrarcooperative societiestorecoverinstalments
or part thereof as arrears of land revenue in appropriate cases.

{The duties of the members of the management committee shall be as
prescribedin the bye-laws). The appointment of officers and employees
shall be as per Rule 41 ofthe rules and their conditions ofservice shall
be specified by the Registrar.)

The general body of the society shall be free to constitute one or more
sub-committees for different functions or activities, these may be standing
committees or adhoc committees. It is very relevant to mention that
decisionsofthe committee of managementare also governed by section 32
under which the registrar has been conferred the powers to rescind
resolutions. Thus the set up envisaging democratic functioning and
autonomy ofthe society underthe actremains on paperonly and isreduced
to a mockery by the exercise of powers by the registrar under section 32.

44. 1t is further noteworthy that the government or the registrar are
empowered to nominate the full board ofdirectors of some societies under
the provisions of the bye-laws although, no such provisions, authorising
the registrar to appoint the full board of directors, exist in the act. Such a
provision under the bye-laws goes much beyond the act and is thus highly
objectionable.

45. After having discussed the provisions hitting the concepts of demo-
cratic functioning as above, we proceed to identify other provisions of the
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actwhich haverestrictive or negative impact from the angle ofcooperative

ideology.

24

Rajasthan Cooperative Societies Act, 1965 does not define the
principles of cooperation. Although a society is required to pro-
mote the economic interest of its members in accordance with the
cooperative principles. It would be advisable to embody the
principles of cooperation also in the act so that they get the
statutory force.

The act defines cooperative society as asociety registered under
the act. This definition is very superficial and hardly conveys the
true meaning. A proper definition should be provided, so that the
concept may be clearly understood.

The responsibility for convening the AGM is conferred on the
board of directors of the society. Timely holding of AGM is very
essential as besides considering the annual accounts and audit
report, decision regarding holding elections to the committees is
also required to be taken by the AGM. Vested interests go on
postponing the steps to convene AGM on grounds of non-
preparation of the annual accounts and the audit reports so that
decision regarding elections may also be postponed. Such a
strategy is usually adopted by vested interests who manage to
perpetuate their influence and continuation by maneuvering the
delay in holding elections. As it is very necessary to hold the
elections regularly and in time, the process of holding elections
should be delinked with other activities like presentation of annual
accounts and audit reports. It should be ensured that annual
accounts are submitted necessarily within say one/two month of
the closing of the financial year and holding elections a month
before the expiry of the term of the out-going management should
also be made mandatory. Such a step shall eliminate chances of
maneuvering by 'vested interests' and also bring about regularity
in holding elections, so necessary for maintaining freshness and
vitality of cooperatives.

The problem of vested interests has also to be tackled firmly by
imposingrestrictions on holding office say for more than two terms
and prevent the services ofcooperatives from being monopolised
by a few persons.

Under the existing provisions of the act, the government is
empowered to appoint a board of directors of a society, under
specified circumstances. These provisions should be reviewed so



as to eliminate possibilities of maneuvering. Such a step shall plug
the channels for political interference. Similarly, provisions for
simultaneously holding more than one office should also be
reviewed.

vi. Existing provisions for settlement of the disputes should be
reviewed and so designed that the executive interference in settle-
ment of disputes becomes impossible. This could be achieved by
constituting cooperative tribunals and conferring necessary pow-
ers on them.

vii. Section 139 of the Rajasthan Act provides that the government
may by general or special order exempt any cooperative society
from any of the provisions of the act and may direct that such
provisions shall apply to such societies or class of societies with
such modifications as may be specified. This innocently worded
provision is capable of being subjected to gross misuse by the state
government, which may be beyond imagination. The state govern-
ment has been using thisprovision to exempt the societies from the
very normal process of election and appointment of government
officers as administrators for indefinite periods, whenever political
need or exigencies arise. There can be no more anti-cooperative
and disastrous aprovision than this. Despite the slogans and drives
foeremoval ofrestrictive provisions from the cooperative acts, this
provision has survived on account of its potentiality for high
mischief and political interference. Such a provision should be
scrapped forthwith so as to purify the cooperative law.

46. Itwould thus appear that though the management of the society vests
in bodies whose character and appearance is democratic yet, despite the
aforesaid provisions and democratic set up envisaged under the law, there
do exist several provisions which are undemocratic and have a reverse
effect.

47. Such provisions lead to strengthening of vested interests, political and
bureaucratic interferences making cooperative functioning a farce and a
subject of mockery. An eminent cooperative thinker Dr. R. C. Dwivedi
even remarked on one occasion in Rajasthan that *'such provisions have
not only reduced cooperative functioning to afarce, but Rajasthan has
been converted into a graveyard of cooperatives.” '

48. Appropriate corrective/remedial steps in the light of above comments
may lead to emancipation of the cooperatives and their resurgence as
dynamic bodies for the good of the people.
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MAHARASHTRA (A State under the Indian Union)

49. Cooperation being a state subject, as per constitution of India, every
state of the Indian Union had its own cooperative law. The framework
provided for cooperative managementin different states remain the same,
yetthere are several variations depending upon local practices, culture and
government orientation towards the cooperatives.

50. Maharashtra is one of those Indian states, where cooperatives have
touched the highest level of success and excellence in performance. Itis a
matter of pride to state that 56% of the nation ’s sugar production is by the
cooperative sugar mills of Maharashtra. Mostly the legal provisions in
Maharashtra are helpful to cooperative development and encourage
initiative of the members. The state has a vibrant and forward looking
cooperative culture, supported by enlightened leadership and faith in
cooperative principles alongwith high democratic traditions.

51. The legal framework of Maharashtra provides for supremacy of the
general body ofthe members and managementis ensured through properly
elected bodies on democratic lines. The organisational structure consists
of the general body, the board of directors, the chairman, all elected in
accordance with act, rules, and bye-laws and the managers/executives as
paid employees of the cooperative societies. The functioning of the
aforesaid team under the provision of the act does not leave much for
commentsin regard to the role of functionaries but some of the provisions
of law appearing restrictive and highly damaging to the cause of co-
operatives may be enlisted below:

i. The law provides for open membership and free registration of the
societies on application by atleast 10% ofthe residentof the areas
of the operation of the society (refer section 6 of MCS Act). The
law provides fornominal, associate and sympathiser members also
(section 24 ofthe Act). Such members are however not entitled to
any share in the profits or assets of the society and do not have any
privilege orrights of a member. In the event of Registrar refusing
to registrar the society, the law provides that he shall submit a
report to the govemment, whose directions thereon shall be final
(refer section 9). Such a provision has a delaying effect.

ii. However, before registration, the registrar is supposed to discuss
the proposal with the promoters and give them an opportunity to
fulfill the deficiencies and observe the required formalities ex-
pected from the promoter members.

26



iii. In Maharashtra the law confers all supremacy for conducting the
affairs of the society on the general body of the society (refer
section 72). The general body being the final authority possesses
over-riding powers on managing committee, constituted underthe
bye-laws. It has been held by the Bombay High Court that the
general body of cooperative society is the supreme authority and
is free to do what is not prohibited by the act, rules, bye-laws and
the general law of the land. As per section 73, the managementof
the society vests in a committee, constituted according to the
provisions of the act, rules, and bye-laws. The committee shall
exercise powers and perform such duties as may be conferred or
assigned by the act, rules and bye-laws. According to the rules, the
first meeting of the general body is supposed to transact following
business:

- Election of a president for the meeting.
- Admission of new members.

- Receiving a statement of accounts and reporting all transac-

tions entered into by the promoters upto 14 days before the
meeting.
Constitution of aprovisional committee until regularelections
are held user the bye-laws. The provisional committee shall
have the same powers and functions as the committee elected
in accordance with the bye-law.

- Fixing the limit upto which the funds may be borrowed.

- Anyother matterwhich has been specifically mentioned in bye-
laws.

52. All the general meetings of the society excepts the first shall be
convened by the secretary or any other officer authorised by the bye-laws
under intimation to the registrar. The rules provides for ‘quorum’ and
voting inperson on the basic principle of ‘onememberonevote ‘. Atregular
meetings of the general body the committee shall lay annual statement of
accounts including balance sheet within 45 days of the close of the
cooperative year appended by explanatory comments of the committee. K
any default is made in calling a general meeting within the prescribed
period, the Registrar may order and ask any officer or member of the
committee, whose duty it was to call such a meeting and who without
reasonable excuse failed to comply with the provisions of the law (refer
section 75), he may disqualify such a officer or amember for a period not
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exceeding three years, from functioning as such and may also impose a
penalty as prescribed in the law. These provisions provide sufficient
safeguards to the supremacy of the general body, but provision for
interference by the register if clearly visible. Some alternative democratic
arrangement ensuring the same action could be thought. Section 77-A of
the Maharashtra Act provides that if at the first constitution of the
managementcommittee, the society fails to electall or any ofthe members
of the committee, registrar may pass orders constituting another commit-
teeconsisting ofnot more than 3members orappointan administratorwho
may notbe a member, to manage the affairs. Provisions under section 79A
of the act are a'so significant, which empower the government to issue
directions to the society for securing proper management. With this object
inview, theregistraris authorised toremove any memberofthe committee
and appointany otherperson fortheremaining term of office, declaring the
expelled member as disqualified upto a period of six years. Thus the
registrar has very strong powers under law to intervene and take action to
enforce obligations. Such provisions are quite detrimental to the demo-
cratic functioning and traditions. Such provisions need review and amend-
ment.

53. Like provision under section 139 ofthe Rajasthan Act, the Maharashtra
Act also provides section 157 conferring powers on the state government
to exempt a society or class of societies from operation of any of the
provision of the act or rules made thereunder, orissue of directions to the
society thata particular provision of law shall not apply orapply with such
a modification. These provisions provide a lever for gross misuse and
interference by politicians, damaging the cause of cooperatives.

54. So far as the powers to amend the bye-laws are concerned, the society
is free to amend its own bye-laws but what is the sanctity of such powers
in the face of registrar’s supreme authority to amend bye-laws, issue
directions, rescind resolutions and supersede the management of the
society. This is the general picture of the cooperative legal framework not
only in Maharashtra but in almost all the other Indian states.

55. Under the aforesaid circumstances, though outwardly democratic
functioning of the cooperatives is propagated but presence of highly
undemocratic and restrictive provisions in the respective acts are clearly
visible, mention ofwhich shall be taken up in latterchapter. Such provisions
kill member’sinitiative and help in political interference and malfunction-
ing leading to erosion of peoples faith in the movement obviously, such
provisions need review and amendment.
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PAKISTAN

56. The cooperative movement in Pakistan started functioning