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ADDRESS

of

H.E, Mr, Pote Sarasin, Minister of National Development 

at the Opening Ceremony of 

The International Cooperative Alliance Experts' Conference on 

'•The Role of Government in Cooperative Development" 

at Santitham Hall 

' Monday, January 17, 1966, at 0900 a.m.

Mr. Director, Distinguished Delegates, Ladies & Gentlemens

It is an honour for me to preside at the opening Ceremony 
of the International Cooperative Alliance Experts1 Conference on 
"The Role of Government in Cooperative Development'1, held in Bangkok 
to-day. I am pleased that many experts from various countries of 
this Region are available for participating in the Conference. On 
behalf of H.M. Government I would like to extend to all delegates 
a very cordial and hearty welcome.

I am happy to note that the technical aids given by the 
International Cooperative Alliance have been rendering useful benefits 
to cooperative movements in the region. Cooperative movements in this 
area are guided by similar principles of developing the occupations 
and raising the social and economic standards of the peoples, especially 
the farmers. However, cooperative administrations in these countries 
have similar problems and obstacles of lower educational levels among 
the farmers, scarcity of skilled labour and able management especially 
in the rural areas, lack of local capital to finance the businesses, and 
others. In this situation, the governments have been playing greater 
roles than normally seen in Western countries where a cooperative movement 
is a "popular movement" at a greater degree. Participants representatives 
of countries in this region would therefore have an opportunity in this 
Conference to exchange ideas and perhaps find suitable remedies to meet 
some of our common problems.

The Thai Government, through the Ministry of National Develop
ment, is very interested in developing the cooperative work, especially 
for the agriculturists. Cooperation is considered one of the effective 
contributions to a goal in our economic development programs, set forth in 
the national economic development plan.

I am very pleased that in the schedule provided for this con
ference, our distinguished visitors will have opportunities to study at 
first hand some of our cooperative societies in the provinces, so that 
certain experiences and ideas may be gained for developing common objectives 
in promoting the cooperative movements in the respective countries. I also 
hope that all delegates will enjoy staying in Bangkok and seeing some parts 
of our country.

Finally, I would like to take this opportunity to thank the 
International Cooperative Alliance Regional Office and Education Centre and 
staff members, and the officials concerned, in making arrangements for this 
important Conference,

It gives me great pleasure to declare the IGA Cooperative Experts' 
Conference opened, with all my best wishes for the success of its deliberation.





Experts' Conference on 
"The Role of Government in Cooperative Developnent” 

BANGKOK (Thailand)
January 17-27, 1966

STATEMENT

by

Mr. Tharcu Satraphai 
Deputy Under-Secretary of State 

Ministry of National Envelopment 
and Registrar of Cooperative Societies 

Government of Thailand

Mr. Director, Follow Cooperators,

It gives no great pleasure to present a statement on behalf of the 
delegates fron Thailand.

Firstly, I would like to take this opportunity to extend to all delegates 
a very cordial and hearty voleone. I hope that you will enjoy the staying 
in Bangkok, and also the trip to the Northeast during tho study tour. If you 
have any problems while you are here that we can be of any help, do not hesitate 
to let us know.

The cooperative movement in Thailand was introduced into the country by 
government's initiations in the year 1917. Tho success of the first snail 
credit societies led to a moderate but sound expansion of its type only after 
the Constitutional Government of Juno 1932. Since then cooperative societies 
of other types were also given their place forming a movement of both producers 
and consumers in the Kingdom. As regards to Cooperative Law, in 1928 when the 
cooperative development was well under way with fair satisfaction, the Coopera
tive Societies Act B.E. 24-71 (1928) was promulgated. With this enactment, 
it paved the way for further developnent of the old credit type as well as 
other types of societies. Now, apart fron agricultural credit societies, wo 
have primary land hire-purchase, land settlement, land improvement, marketing 
and processing, consuners1 socirtios, together with some higher organizations.

It can be said that in Thailand, Governnont has been playing a major 
role in developing the cooperative movement. For administering the cooperative 
work, we first had a Department of Cooperation. Later, it was raised up to a 
Ministry of Cooperatives. Since the beginning of 1963, the new-born Ministry 
of National Development has been in charge of the cooperative development. Tne 
promotion, organization, audit and supervision work has been placed under the 
Ministry which maintains certain Departments and Divisions dealing with 
cooperatives. The Registrar of Cooperative Societies, assisted by organizers, 
inspectors, auditors and provincial supervisors, is responsible for executing 
the statutory and technical phases of the cooperative administration.





The development of cooperatives in Thailand has been a relatively 
difficult task when conparod with the experiences, known in developing 
cooperatives in some Western countries or even in ccrtain Asian countries. 
Lower general educational levels anong the farmers arc, one of more important 
factors influencing the situation. The cooperative ideas anong the vast 
majority of farmers are still now to then. Moreover, peasantry is well-known 
of being conservative.

Again, ccrtain disadvantages had been experienced by the cooperative 
movement in Thailand due to a very hasty expansion of ccrtain typos of 
societies during a ccrtain period owing to political demands. Such a hasty 
pushing of work entails some very serious disadvantages effecting in the 
retardnoss of certain typos of cooperatives. Tho Ministry is ronedying the 
situation by introducing ccrtain effective measures to be employed in the 
present policy of cooperative development. These include the setting up of 
a Committee on Reorganization of Cooperative Societies, the revising of the 
Cooperative Societies Act of 1928, promoting larger-sized agricultural crcdit 
societies, using a quality approach rather than a quantity approach, resorting 
to more initiative and capital invested in the societies on the part of the 
members, grouping primary societies into federations, and others, including 
a more intensive education and training program in tho National Economic 
Development Plan.

The Ministry of National Development believes that the performance has 
hitherto laid a solid foundation for a future bettor developrxnt of the 
cooperative movement in the country,

Finally, I would like to take this opportunity to present our best 
compliments to the International Cooperative Alliance Regional Office and 
Education Contre and staff members very sincerely for their efforts in 
organising this Experts' Conference in Bangkok.





B a c k g r o u n d  P a p o r

EEE PRESENT .OLE OF L» VhR®i iJT i  ■:' COOp ERaTI 7E

P .E . jramar*
Commissioner for Cooperative Development, and 

R e g i s t r a r  e f  Cooperative S o c i e t i e s .
Colombo. Ceylon

E x p e r t s '  Conference on th:' MRol.': o f  Government in  
Cooperative Development’1 . Jar: .17-27, 1966 

Bangkok. Thailand

• rg a n i s e d  in  j o i n t  c o l l a b o r a t io n  
v/ith tha  M in is t ry  o f  National Development 

Government o f  Tha i land , Bangkok

1ST E R̂ -eTIG -:UL CQOrCRaiTEE ^LLL^-iGE

DEViiOEIiaET IN OKYLCI'j

Head O f f i ce
11 Upper Grosvenor S tre . i t  
London w .1,
England

Regional O f f i ce  *:i Edn Centre f o r  3- 
6 Canning Read? Pos t  Box 639
Mow Delh i .1 
Ind ia





Ii'J T ijKdii i'L. I\f nil COOi: . . I t i i l l  / i  iiLE lad vjE
Regional O ffice  ii Education Centre fo r  South-East i s i a
6 Canning Road,- New D elh i-1 . ' India

Background Paper

THE FKESSNT ROLE OF GOViRHMENT Id COCEiHiiTIVE DEVELOPMaH! 
IN CEYLON

P .E . Weeraman, Commissioner for  Cooperative Development 
•& R egistrar of Cooperative S o c ie t ie s ,  Ceylon

1 .  L e g is la t io n

The Government o f  Ceylon has provided l e g i s l a t i o n  fo r  the 
r e g u la t io n  o f  coopera tive  s o c i e t i e s .  The f i r s t  ord inance was 
passed in  1911. This was followed by an ordinance in  1921 
which was replaced in  1936 by the ordinance now in  fo r c e ,  amended 
by sev e ra l  subsequent ord inances  before  Independence and A c ts  
t h e r e a f t e r .

ft
The law prov ides  fo r  a R e g is t r a r  of Cooperative S o c ie t ie s  

and a Commissioner f o r  Cooperative Development. .The l a t t e r  post 
was c rea ted  in  194-5 and was held by a sepa ra te  o f f i c i a l  u n t i l  . 
1953 when the  same o f f i c i a l  was appoin ted  to be both R e g is t r a r  
and Commissioner, and t h e i r  departments were amalgamated. By 
the  c r e a t io n  o f  the  pos t of Commissioner fo r  Cooperative - 
development the  Ceylon Government gave l e g a l  re c o g n i t io n  to 
the  R e g i s t r a r ' s  fu n c t io n s  as  "the foundation  o f  the  movement” 
and " th e  head of t h i s  g rea t  educa tive  movement" as C a lvert  has 
put i t  in  h is  monumental "Law and P r in c ip le s  o f  Cooperation" .

J-’he law p rov ides  fo r  the  r e g i s t r a t i o n ,  in sp e c t io n ,  a u d i t  
su p ersess io n  of committees, settlement, o f d i s p u te s , c a n c e l la t io n  
and l iq u id a t io n  o f  coopera tive  s o c i e t i e s .  I t  a lsc  accords them 
se v e ra l  p r iv i l e g e s  l i k e  exemption from Income Tax,Stamp Duty, 
ex c lu s iv e  use o f  the  term " c o o p e ra t iv e 1, re c o g n i t io n  as  a pub lic  
purpose in regard  to compulsory a c q u i s i t io n  o f  p ro p e r ty  by 
government, e tc . .

2 . The Department o f  Cooperative Development

This Department o f  Government i s  charged with the 
development o f  the  coopera tive  movement in  Ceylon. I t s  head 
i s  the  Commissioner f o r  Cooperative Development and R e g is t r a r  
o f  Cooperative  S o c ie t i e s .
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The is la n d  i s  d iv ided  in to  28 coopera tive  d iv i s io n s ,  each 
under an A s s is ta n t  Commissioner who i s  vested  with c e r t a in  of the 
powers c f  the  R e g is t r a r  o f  Cooperative s o c i e t i e s .

The re  a re  4-2 a s s i s t a n t  Commissioners, th re e  Senior a s s i s t a n t  
Commissioners and th ree  deputy Commissioners cum Deputy R e g is t r a r s  
a s s i s t i n g  the  Commissioner cum i t e g i s t r a r .

-Lh:ire a re  1681 In sp e c to r s  j f  C ooperative S o c ie t ie s  in  fou r grades 
(S p ecia l and Grades 1, I I  and I I I )  fo r  the  au d i t  and su p erv is io n  wf 
coopera tive  s o c i e t i e s .

fhe Government spends about 15 million-' rupees a y ea r  
running the Department.

3 . Cooperative educa tion

The government runs  a h ig h ly  organised  School c f  Cooperation 
near Kandy-in the  h i l l  country  fo r  t r a in in g  coopera tive  in s p e c to r s ,  managers 
and o th e r  employees >f coopera tive  s o c i e t i e s ,  and fo r  genera l 
membership education  through 22 education  c e n tre s  in  d i f f e r e n t  
p a r t s  o f  th e  co u n try .  The .-School a lso  t r a i n s  persons connected 
with Government Departments and o th e r  o rg a n is a t io n s  which have 
a fu n c t io n a l  r e l a t io n s h ip  with coopera tive  » r g a n i s a t i o n s .

The P r in c ip a l  j f  th e  School who i s  an .a s s is ta n t  Commissioner 
i s  a s s i s t e d  by a n o th e r  A s s i s ta n t  Commissioner and ten l e c t u r e r s .

4 . P u b l i c i t y

There i s  a s ep a ra te  P u b l i c i t y  D iv is io n  c f  the  D epartm ent.
I t  p ro v id es  film  shows, rad io  programmes and coopera tive  news. The 
Cooperative F ed e ra t io n  and a branch f e d e ra t io n  to g e th e r  p u b l ish  
th re e  f o r t n i g h t l y  newspapers in  English., S inha lese  and T am il-

5. F inancing  of C ooperatives

a .  • The Government if Ceylon f in an ces  .cooperative  s o c i e t i e s
under the  fo llow ing  heads:
Land Commissioner,
F i s h e r i e s ,
Rural Department and -Small I n d u s t r i e s  
A grarian  S e rv ic e s ,  and
Labour. .............  ........

b .  The P e o p le 's  Bank which i s  a bank f o r  coopera tives  and 
seven c o o p era t iv e  d i s t r i c t  banks g ran t loans  which a re  
req u ired  f o r  purposes e th e r - th a n  those  fo r  which loans  
a re  given d i r e c t l y  by government under the above 
mentioned heads .

The P e o p le 's  Bank i s  *wned by Government and the  cooperative  
movement in  equal p ro p o r t io n ,  h a l f  the  share  c a p i t a l  being held  by- 
government and h a l f  by th e  movement.
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Rs .42 m il l io n  has be-on granted during tfto lu s t  f in -m cia l  
year fo r  a g r i c u l tu r a l  coop ./ra tion . Rs 2.9 m il l io n  has been le n t  
to tex ti l^ .  weavers s o c i e t i e s .

6 .  Government schemes implsmented through 
the coopera tive  movement

The e n t i r e  L'ood ra t io n in g  scheme in  tho c i ty  o f  Go lorn bo i s  
implemented through c o o p jr^ t iv e  s o c i e t i e s .  In tho r e s t  o f  the 
country , th e re  a re  both p r iv a te  d e a le rs  and coopera tive  s o c ie t i e s  
handling  t h i s  work. O v e r '80/; o f  the  consumers a re  a ttached  to 
coopera tive  s o c i e t i e s .  (The c o u n try 's  popu la t io n  i s  around 12.5 
m il l io n )  .

fhe a g r i c u l tu r a l  commodities whose p r ic e s  ore guaranteed 
by the G tate a re  bought in  through the coopera tive  movement. No one 
e lse  ho lds th i s  agency.

Government departm ents and S ta te  Corpora tions a re  
req u ired  to o f f e r  a l l  c o n tra c t  work not exceeding Ks .100,000 each 
to coopera tive  s o c i e t i e s .  These s o c ie t i e s  h-*ve been re sp o n s ib le  fo r  
the c o n s tru c t io n  o f  roads? b r id g e s ,  b u i ld in g s ,  w e lls ,  bunds, 
channels , a n ic u ts  and .:ven j e t t i e s ,  f o r  the handling and t r a n s p o r t
o f  fo o d s tu f f s  and fo r  metal work.

Government g ra n ts  a re  made to coopera tive  h o s p i ta l s  and 
d is p e n s a r ie s ,  18 in  a l l .

7 . The Cooperative Wholesale Estab lishm ent

There i s  a s t a t e  c o rp o ra t io n  with the. above name fo r  supplying
consumer goods to coopera tive  s o c i e t i e s  and to a c t  os the
so le  im porter of items in  sh o r t  supply .

I t  i s  a wholesale es tab lishm ent fo r  the co o p era t iv es  and 
not a coopera tive  s o c ie ty  i t s e l f .

8 . T h - 0 o o oe r j- t  iv  e F und

The government makes a ,  lev y  o f  5 h o f the  ne t p r o f i t  on a l l  
co o p era t iv e  s o c ie t i e s  and g ives 4/5 o f  the amount c o l le c te d  to 
the Cooperative F e d e ra t io n  o f  Ceylon, which i s  the re p re s e n ta t iv e  
body o f  the movement ..<.t the n o t io n a l  l e v e l  .

9 .  Summary o f P rogress

a .  General -  394- s o c i e t i e s  were r e g i s t e r e d  during  the y e a r .
Among them were 175 m ultipurpose  s o c i e t i e s ,  2 7 'c r e d i t  

s o c i e t i e s  o f  l im i te d  l i a b i l i t y ,  24- i n d u s t r i a l  s o c i e t i e s ,  24. 
labou r  s o c i e t i e s ,  13 f ish e rm e n 's  s o c i e t i e s ,  9 t h r i f t  
s o c i e t i e s ,  '5 s to re s  s o c i e t i e s ,  two m ultipurpose  s o c i e t i e s  
un ions , one d a i ry  so c ie ty  and one i n d u s t r i a l  un ion . Another



56 s o c i e t i e s  wore recognised , these  eere School coopera tives  
which could not be r e g i s te r e d  due to t h e i r  members being under 
18 years  o f  age .

fhe  r e g i s t r a t i o n  of 177 s o c ie t i e s  was c a n c e l le d ,  'Those include 
52 m ultipurpose s o c i e t i e s ,  '4-1 s to re s  s o c i e t i e s ,  23 c r e d i t  s o c ie t ie s  
o f  un lim ited  l i a b i l i t y ,  seven coopera tive  a g r i c u l tu r a l  production  
and s a le s  s o c i e t i e s ,  s ix  t h r i f t  s o c i e t i e s ,  f iv e  tobacco s o c i e t i e s ,  
fo u r  labour  s o c i e t i e s ,  th re e  f ish e rm en 's  s o c i e t i e s ,  th re e  tea  
s o c i e t i e s ,  two c r e d i t  s o c i e t i e s  o f  l im i te d  l i a b i l i t y ,  two d a i ry  
s o c i e t i e s ,  two i n d u s t r i a l  s o c i e t i e s ,  two s to re s  unions, two 
a g r i c u l t u r a l  un ions, one m ultipurpose  s o c i e t i e s  union and one 
c r e d i t  union.

The to t a l  number of s o c i e t i e s  a t  the end o f the year was 14-,*34*
Of these  2,760 s o c i e t i e s  were e i t h e r  defunc t o r  dormant during the 
y e a r .

The t o t a l  membership in  theprim ary  s o c i e t i e s  in c lu s iv e  of 
school coopera tives  was 1,64-2,798.

The f in a n c ia l  tu rn o v e r  o f  the  Movement (excluding Peso p i e ' s  Sank 
t r a n s a c t io n s  with the  C ooperatives) during the year was ^ s .1,949 
m i l l io n  whidi i s  i l s . 297 n i l ]  ion more than th a t  o f  l a s t  y ea r ,  the 
in c re a se  in  the tu rnover  o f  the  Cooperative Banks was
R s.98 .0  m i l l io n  and th a t  o f  the  m ultipurpose  s o c i e t i e s  unions
was K s. 173.0 m i l l i o n ,  the is su e  o f ra t io n e d  t e x t i l e s  on coupon 
on ly  through the co o p era t iv e  unions and s o c i e t i e s  and through the 
CWS Depots, the  in c rease  in  the  p r ic e  o f  sugar during the  course 
of the period under rev iew , and the Colombo c o o p e r a t iv e 's to r e s
s o c i e t i e s  union being given the  monopoly of the e n t i r e
wholesale d i s t r i b u t i o n  o f  sugar w ith in  the  Colombo M u n ic ip a li ty  
a re  some o f  the  reasons f o r  these  in c rease s  in the tu rn o v e r ,  e a r l i e r  
the  CwE a lso  was a' wholesale d i s t r i b u t o r  o f  sugar in  Colombo . The 
tu rn o v e r  o f  a l l  p roduc tion  and sa le  s o c i e t i e s  to g e th e r  with the 
corresponding se c t io n s  o f  the m ultipurpose  s o c i e t i e s  during the  
y ea r  was . 343 m i l l i o n .  The tu rnover  o f  a l l  consumer s o c i e t i e s  
(primary) and the consumer sec t io n s  o f  the m ultipu rpose  s o c i e t i e s  and 
the r e t a i l  consumer se c t io n s  o f  the unions amounted to u s .  460.6 
m il l i o n  as a g a in s t  As. 423 m i l l i o n  l a s t  y e a r .  The tu rnover o f  producer 
and consumer unions was As. 862 m i l l io n  as  a g a in s t  as .689 
m i l l i o n  l a s t  y e a r ,  o f  the  form er, s a le s  o f  consumer goods by 
consumer and m ultipurpose  unions .amounted to As. 814 
m i l l i o n .  The s a le s  o f  th e se  wholesale unions to the  p r iv a te  
tra d e  amounted to Rs 335.2 m i l l i o n .

The P e o p le 's  Bank len t  during the y ear  a sum o f  R s. 56 ,2  m i l l io n  
to .coopera tive  s o c i e t i e s  inc lud ing  c o o p e ra t iv e  banks.

The Cooperative  Banks l e n t  to s o c i e t i e s  a sum o f  Rs. 370 
m i l l io n  of which R s . 295.5 m i l l i o n  was withdrawn by m ultipu rpose  
c o o p era t iv e  s o c i e t i e s  unions and s to re s  unions on o v e rd ra f t  
a c c o u n ts .  The amount recovered  by the coopera tive  banks 
during the y e a r  was -‘S. 363 m i l l i o n .  A sum o f  Rs. 24 .8  m i l l io n  
was owing to the  c o o p era t iv e  banks a t  the end o f  the y e a r .  The
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amount overdues was R s. 1 .5  m i l i i c n .

Phe c r e d i t  s o c i e t i e s ,  cooperative  a g r i c u l tu r a l  production  
and s a le s  s o c ie t ie s  and tho m ultipurpose s o c ie t i e s  toge ther  
le n t  to tho members during tho y„ar a sum of Rs. 22.1 m il l io n  
fo r  a g r  i  c u l t u r  a l  ; m r  po s a s .

The riot worth ( i . e . ,  paid up share c a p i t a l ,  re s e rv e s ,  
accumulated p r o f i t s  lo s s  lo s se s )  o f  the e n t i r e  movement 
increased  by Rs. 9 .2  m i l l io n  to Rs. 133.8 m i l l io n .
8175 s o c ie t ie s  made p r o f i t s  amounting to R s . 1 6 .4 m i l l io n ,  w a ils t  
4,969 s o c ie t io s  su ffe red  lo s se s  t o t a l l i n g  Rs. 4-7 m i l l io n .

(b) Primary s o c ie t i e s  -  The number o f  prim ary s o c i e t i e s  a t  tha 
end o f  the year was 14 , 554* Tho membership in  the  m ulti

purpose s o c ie t ie s  was 829,711 which i s  57.8 pe,r cent
of the t o t a l  membership in  a l l  r e g i s te r e d  primary s o c ie t i e s  
which was 1,434,949 *.The ’working c a p i t a l  o f  a l l  primary 
s o c ie t i e s  increased  by R s. 20.8 m i l l io n  to R s . 167 .8
m i l l io n  a t  the end of the period  under rev iew . The borrowed 
c a p i t a l  was Rs. 90 .2  m i l l io n  which i s  53.8 p . r  cent o f  the 
'forking C ap i ta l  , corresponding f ig u re s  fo r  l a s t  year 
wore Rs . 74*2 m i l l io n  and 5 0 .4 pe r cen t r e s p e c t iv e ly .  The 
primary s o c ie t ie s  ^wed the Government R s. 38.9 m i l l io n  on 
account o f  lo a n s, t h i s  was 23.2 per C en t of the working 
c a p i t a l ,  the corresponding f ig u re s  fo r  l a s t  year were 
R s . ,2 4 .8  m il l io n  and 16 .8  per c e n t .  The investment hold a t  the 
end o f the year amounted to  Rs. 20.3 m i l l io n .  L i a b i l i t i e s  
amounted to Rs 119.8  m il l io n  a g a in s t  a s s e t s  worth R s. 214.3 
m i l l i o n .  The net worth o f  a l l  p r im aries  was R s. 94*4 m i l l io n .

(c) secondary s o c i e t i e s  -  The working c a p i t a l  o f the 
s o c i e t i e s  a t  the  end o f the y ea r  was Rs. 101.8 m i l l io n

as a g a in s t  R s . 72 .4  m i l l io n  a t  the end r f  the l a s t  y e a r .  The 
borrowed c a p i t a l  of a l l  secondary s o c i e t i e s  was R s. 69 .1 
m i l l io n  of which the  primary s o c ie t ie s  had deposited  R s . 15.1 m il l io n  
and loans  from the P e o p le 's  Bank -^mounted to R s . 26.3 m i l l i o n .
■i-he working c a p i t a l  o f  the m ultipurpose  coopera tive  
s o c i e t i e s  unions was Re. 49.5 m i l l io n  and th a t  o f  the 
coopera tive  banks was Rs. 35.1 m i l l i o n .  The investment held 
by the secondary s o c i e t i e s  in c lu d in g  the coopera tive  banks 
t o t a l l e d  Rs. 10.6  m i l l io n .

The l i a b i l i t i e s  § f  secondary s o c i e t i e s  amounted to Rs. 91 .2  
m i l l i o n  a g a in s t  a s s e t s  worth Rs . 130.0 m i l l io n ,  t h e i r  ne t 
worth was Rs. 42.9 m i l l io n  a s  a g a in s t  Rs. 37 .0  m i l l i o n  l a s t  
y e a r .

(d) L iq u id a t io n  o f  s o c i e t i e s  -  T h e re  were 2,006 s o c i e t i e s  
in  the p rocess  o f  l i q u id a t io n  a t  the end o f  the  y e a r .

31 l iq u id a t io n s  were c losed during tho y e a r .  The n e t  worth 
o f  a l l  s o c ie t i e s  in  l i q u id a t io n  was R s. 4.0  m i l l i o n .  The 
T ru st  Fund o f  l i q u id a t io n  th .i t  have been closed 
t o t a l l e d  Rs. 3.7 m i l l i o n .



(e) A r b i t r a t i o n s  -  6,647 d isp u te s  w^ro re fe r re d
a r b i t r a t i o n  daring  the period under review, 

Cooperative S o c ie t ie s  O rdinance. 4 , 384. r j f ^ r e n c j  
during the y ea r .  28 appea ls  a g a in s t  a r b i t r a t i o n  
allowed and 54 appea ls  were d ism issed . .

(f)  Employment in  'the Movement -  There were 17, 
in  tho coopera tive  s o c i e t i e s  a t  the  and o f  •

Th e i r  s a l a r i e s  b i l l  t o t a l l e d  R s. 22.8 m i l l io n .

-o-
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H i s to r i c a l  Background

Cooperation was in troduced  in  In d ia  in  th e  e a r ly  years -of the p re sen t  
cen tu ry  p r im a r i ly  as a moans ox a f fo rd in ’?; r e l i e f  to  the p o v o r ty -s tr ick en
farmers from the c lu tches  of usurious money-londo i’S . ,1 le g a l  f ra  re work
fo r  the  working of coopera tive  s o c ie t i e s  was provided by the Cooperative 
S o c ie t ie s  ..^ct 1904 under which only the  form ation of c re d i t  s o c i e t i e s  was 
contem plated. The need, however, was soon f e l t  fo r  o rgan is ing  s o c ie t i e s  
w ith  fu nc tions  o th e r  than c r s d i t  : the Cooperative S o c ie t ie s  f .c t ,  1912 
was acc o rd in g ly  enac ted , p rov id ing  le g a l  san c tio n  fo r  the  o rg a n is a t io n  of 
d i f f e r e n t  kinds o f  cooperative  so c ie t ie s ' ,  primary as well as f e d e r a l .  With 
the In t ro d u c t io n  of P ro v in c ia l  i^utonotay consequent on the Montagu-Chelaefor 
Reforms of 1919, the  s u b je c t  o f Cooperation was t r a n s f e r r e d  to  the  provin
c i a l  governments and s e v e ra l  provinces passed t h e i r  own Cooperative *.cts
in  the 20s and 30s o f  th i s  cen tu ry . .Broadly speak ing , the cooperative  
movement in  I n d ia ,  p r io r  to n a t io n a l  independence, was p r im a r i ly  concerned 
with c r e d i t  a c t i v i t i e s .  During th i s  p e r io d ,  government looked on Coopera
t io n  n o t as an ins trum en t fo r  economic development but as a w elfa re  agency 
capable of am elio ra ting  the  conditions  of th,.; poorer sec t io n s  of the  a g r i 
c u l t u r i s t s  to  a l im i te d  e x te n t .  . The,re was no p o s itiv e  government p o l ic y  
for- a s s i s t i n g  the  growth of the cooperative  movement in  the c r e d i t  sec to r  
o r  the  d iv e r s  i  f i c  a t i  on of the  movement te  c./vor o th e r  im portant branches 
of economic a c t i v i t y .  Occasional f in a n c ia l  he lp  in  tho form of loans  ana 
guaran tees  used to  be given to  s e le c ted  coopera tive  s o c i e t i e s ,  bu t th e re  
was no sy s tem a tic  p o l ic y  fo r  e i t h e r  f in a n c ia l  or o rg a n is a t io n a l  support 
to  the  movement. The p re v a i l in g  cooperative  law c a s t  on the R e g i s t r a r  of 
Cooperative S o c ie t ie s  the r e s p o n s i b i l i t y  fo r  supervision.,, inspec t!o r ; ani 
a u d i t  o f coopera tive  s o c i e t i e s .  Tho R e g i s t r a r  wos, so to  say , the  f r i e n d , 
ph ilo so p h e r  and guide of the  coopera tive  movement.

E vo lu tion  of a Cooperative P o l i c y

A f te r  the  a t ta in m en t of independence and tho beginning of the n a t io n a l  
e f f o r t  fo r  -planned development which found exp ress ion  in  the fo rm ulation  
of su ccess iv e  f iv e  year p la n s ,  th e re  was r a d i c a l  change in  the  a t t i t u d e  
and p o l ic y  of th e  government towards tho cooperative movement. I t  was 
in e v i ta b le  t h a t  in  a developing country l i k e  Inod a s coking to  put i t s
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l im i te d  resources  to  the  optimum use fo r quickening tho pace o f  ; ro v th , 
c o n s is te n t  w ith  democratic managomont of governmental fu n c t io n s ,  Coqpora
t i o n  would be looked upon as an ins trum ent fo r  promoting planned gne /th  
and f a c i l i t a t i n g  tho cmorrjonco of a s o c i a l i s t i c  p a t t e r n ,o f  s o c ie ty .  This 
i s  r e f l e c te d  in  the o b jec t iv e  which government s e t  before i t s e l f ,  o f  
promoting Cooperation as the p r in c ip a l  basis  of o rg an isa t io n  in  s e v e ra l  
branches o f  economic l i f u ,  n - tab ly  in  .ag ricu ltu re  and minor i r r i g a t i  on, 
sm all in d u s t ry  and p ro cess in g ,  morkoting, d i s t r i b u t i o n ,  s u p p l ie s ,  r u r a l  
e l e c t r i f i c a t i o n ,  housing and c in s t r u c t io n  and tho p re v is i  n of e s s e n t i a l  
am enities  f o r  lo c a l  communities. While government rocegnised the  i ’:v , rtanoo 
c f  Cooperation as an instrument, for oromotino planned ecoovoiic gr; v th ,  
i t  was a lso  quick to r e a l i s e  th a t  Cooperation must d .v o l .g  as a v oluntary 
and s e l f - r e l i a n t  movement of the. perp lo  and n o t  as a branch . f  govcrnnontal 
a c t i v i t y .  Only as a p e o p le 's  movement couli C r  it’i  oa o f f e c t iv o ly  p lay  
the  r o l e ,  envisaged fo r  i t ,  of ha rness ing  the Ll^'s onergios w ith in  
tho frame-work c f  a v o lu n ta ry  and dem ocratic  system ~f or aanis.-ati a ,  f: r  
t h e i r  economic advancement as  well as s t im u la t in g  tha n o t i  no,l .carany .

I n  s tudying  tho ev o lu tio n  o-f the ro lo iti  onship botwooia the- .0 -vornonnt and 
tho coopera tive  movement in  I n d ia ,  sp ec ie !  n o te  has to  bo taken  of tho 
Reso lu tion  on Cooporativo P o l ic y  passed by tho N a tiona l Dovol'pmeot C an o i l  
in  November, 1958. The following s a l i e n t  f e a tu re s  of the  R eso lu ti  n vjill  
in d ic a te  the  approach of the  N ational Development Council, the h ig h es t  
body fo r  p o lic y  d e l i b e r a t i  ns in  I n d ia ,  to  th e  su b je c t  .f coopera tive  
development as p a r t  o f ,  and a id  to , the  process of re b u i ld in g  tho n a t i  n 's 
economy :

( i)  For the development -of Cooperation as a p eop le 's  movement, 
coopera tives  should be organised on the  b a s is  of th e  v i l l a g e  
community as the prim ary u n i t ,  and r e s p o n s i b i l i t y  and i n i t i a t i o n  
fo r  s o c ia l  and j o  nomic development a t  tha v i l l a g e  l e v e l  should 
bo p laced f u l l y  on the  v i l l a g e  c o p e ra t iv e  and the v i l l a o e  
pancbaya t.

( i i )  In  a r u r a l  co -p era tiv e , themombors shniLd have in tim a te  know
ledge  o f one ano ther -as w ell as a sense of mutual o b l ig a t io n  
and c- n c s m  f  r  tho  r o h a b i l i t a t i  n of the weakor s e c t !  ns f  
the  community. By working to g e th e r  fo r  the  common objective- 
of r a i s in g  tho s tan d a rd  of l i v l n  a  a l l  the  s e c t i  ns of the  
p o p u la t io n ,  the c mmunity develops s o c ia l  cohesion .and u n i ty .

( i i i )  The coopera tive  movement should bo developed ao as to bring 
w ith in  i t s  fold a l l  r u r a l  f a m i l ie s ,

( iv )  Measures req u ired  fo r  in c reased  a g r i c u l t u r a l  or- o u e ti  n such 
as use of i r r i g a t i  n f a c i l i t i e s ,  a p p l i c a t i .  n of improved 
a g r i c u l t u r a l  tech n iq u es ,  m u l t io i i e a t i_ n  o f  improved v a r i e t i e s  
of seed s ,  p roduc tion  of o rgan ic  and green manures, d i s t r i b u -  
t i  n of f e r t i l i s e r s ,  should be ca r r ie d  u t th r-ugh  th e  v i l l a g e  
c '-  p o r a t i v e .

(v) V i l la g e  c o p e ra t iv e s  should bo l in k e d  w ith  m arketing s o c i e t i e s .
By l in k in g  marketing s c i e t i o s  w ith  v i l l a g e  s : c i e t i o s  one:, using 
the  l a t t e r  as agenc ies  f - r  c o l l e c t !  n o.nd s a le  a t  assu red  p r ic e s  
a t  the v i l l a g e  l e v e l ,  i t  w i l l  he p o s s ib le  rr-t only t-- obtain 
l a r g e r  su p p lie s  c f  fo /dgrains fo r  meeting the  needs of urban ■ 
a reas  but also t-. expand g r e a t l y  tho c r e d i t  f a c i l i t i e s  a v a i la b le
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f  r  r u r a l  a r  oo;. i!v; .•r'p-ramo.; fo r  o. .por*tivo processing
cik-uld bo e n la rg e d . An in to  --rate 1 s t r u c tu r e  ‘-I* c r e d i t ,  sup; l i e s  
narko tinp  and r co -sin* coul.l then bo b u i l t  Up t-. t rn .n s f . r a  
and r a i s e  the lo v o l  of ru r a l  sc or :,iy.

(v i)  To ensure tho success of c o - 'o r  '.tivo :development pro :r'iov.ies
on tho sca le  v i s u a l i s e d ,  t r a i n i n  : . rooromoo.s sh ol ’ bo or'onisod 
fo r  v i l l a g e  le a d e r s ,  wh . wo-rk on v i l l o  po panchoyots onf c ’ ^ ra  -  
fcives, f . r  te ach e rs  in  v i l l a g e  sc ho- 1 ;: and for 7 : ung; oieo; in  
ru r a l  a re a s ,  who ' can serve as s e c r e t a r i e s  of villa.:-'-; i n s t i t u t i o n s .  
T raining programmes sk-ukl a lso  bo oopeond.od f r  ; ors 01.00] serv ing  
in  c-"-'perativo departments as well as v i l l o  -o 1 , vol to .rkors 
and o-ther ex tension  workers. E f fo r t s  should bo made to brin-r 
in to  the f ie ld  e f  C opera tion  a la rg e  number of c mipotont on.i 
experienced persons and to draw in t . .  th e  c o p e r a t i v e  movooiont 
an in c reas in g  number of n o in -o ff ic ia l  workers.

( v i i )  Many c f  the  e x is t in g  procedures and p ro v is io n s  in  law ioo.o ô  
the development of e -opera t ion  as a popular movement in  which 
sm all groups and c. mrnunities can fu n c tio n  f r e e l y  and - -r.oaniso 
t h e i r  work and a c t i v i t i e s  alone coop.ora.tivo l in e s  with.-ut 
excessive  o f f i c i a l  in te r f e r e n c e  and red t a r e .  The r o s t r i c t i y e  
f e a tu re s  of the  e x is t in g  cooperative  l e g i s l a t i  n should bo 
removed and r a d ic a l  changos sh -uld be in trnoucod so as to 
f a c i l i t a t e  the  growth of the c -e . :s rnt i v e  movement.

•'The R a t io n a l  Development Council b e l ie v e s” , £"■ sold the
R eso lu tio n ,  " th a t  th rourh  the  devel goment --f co- p e r a t iv e 3 based
on the values d  freedom and community r e s p o n s ib i l i t y  and 
-organised as a n a t io n a l  maveoent, f.he c re a t iv e  enor-ries ef 
the people w i l l  be re le a se d  fo r  the  tasks  of n a t i  nal" roc n s -  
t r u c t i o n " .

In  the  l i g h t  eg th ese  p r in c ip le s  new coopera tive  l e g i s l a t i  n has been 
passed  in  as many as eleven s t a t e s  du ring  th e  l a s t  few years and in. the
remaining s t a t e s  coopera tive  B i l l s  aro on the  a n v i l  of the S ta te  L e g is la 
t u r e s .  Tho new l e g i s l a t i o n  a l re a d y  passed r e f l e c t s t h e  concern of the 
S ta te  to  promote the co -pera tive  movement on l in e s  c n s i s t e n t  w ith  the  
p r in c ip le s  of s o c ia l  j u s t i c e .  The Rajasthan Cooperative S o c ie t ie s  Act 
passed as r e c e n t ly  as in  1965 lays  down, fo r  in s ta n c e ,  th o t  before  
r e g i s t r a t i o n  of a s o c i e i t y  the  R e g is t r a r  must s a t i s f y  h im self among o-theiB 
th a t  the  aims of the  proposed s o c ie ty  are  n t  ine- n o i s t e n t  w ith  the  p rinc i
p le s  of s o c ia l  j u s t i c e ,  coopera tion  and pub lic ,  m o ra l i ty  and th a t  they 
f a c i l i t a t e  the  e s tab lish m en t of a s - 'c i - a l i s t i c  p a t t e r n  of a: c i e t y .

Progress  uioto Third Plan

Against t h i s  h i s t o r i c a l  b a c k 'r :  uni and t h o - o v l u t i  n of the basic  
approach governing the r e l a t i  11shi;, between tho  g 'vornnont and tho 
coopera tive  movement in  I n d ia ,  tho p re sen t  sto.de f  cooperative develop,-  
ment and the  tren d s  of f u r th e r  gr- wth may bo reviewed. During tho 
c 'u r s e  of 15 years covered by the th re e  f iv e -y e a r  p la n s ,  tho g r e a te s t  
p rog ress  achieved by the co o p era t iv e  movement has been in  the  o ld e r  
e s ta b l i s h e d  system of c ao p e ra t iv e  a g r i c u l t u r a l  c r e d i t .  In  q u a n t i t a t iv e  
terms of the  o v e ra l l  percen tage  of r u r nl  b .-rro>wino-s supp lied  by co opera
t i v e  a g en c io s ,  the  p rep ress  has been from, about l / 3 0 th  of th e  t o t a l  t- 
between a fo u r th  and f i f t h .  In  a la rg e  numb or of - d i s t r i c t s  in  I n d ia ,  
coopera tive  c r e d i t  r e p re s e n ts  today  tho re-st im portant source of c r e d i t



a v a i l a b le  fo r  a g r i c u l t u r a l  preelucti n .  There has be-en an inp rcssivo  
advance in  land  development banking. I n ' a  few s t a t e s ,  tho ,:,reejramn3 of 
government a s s is ta n c e  t  ' c u l t iv a to r s  fo r  c e r ta in  land development purpc soo 
has been e n t i r e l y  taken e v sr  by ce "pora tive  a j c n c i c s . M arketing, o r  no re 
comprohsnsively sa le  and purchase a c t i v i t y ,  has beon another f ie ld  in  
which considerab le  p repress  has been made. In  p a r t ,  t h i s  has boon helped 
by s p e c ia l  p re ference  shown by ■•ovornment t ■■ the eooperativos as d i s t r i 
bu tors  of su p p lie s  which were o f f ic ia l ly  co n tr  o lled , such as f e r t i l i z e r s ,  
i ro n  and s t e e l ,  e t c .  A ll im portan t secondary markets w ill  be covered 

by m arketing s o c ie t i e s  by the end o f the  t h i r d  p lan  p e r io d . Along with 
expansion in  coopera tive  m a rk e t in g  the re  has been a growth in  cooperative 
p ro c e ss in g  a c t i v i t y .  Examples o f remarkable success in  t h i s  f i o l l  a re  
coopera tive  sugar fa c to r ie s  nn:l co tton  g inn ing  s o c i e t i e s , Cooperative 
p rocess ing  has a lso  been extended to  r i c e - r d l l i n t ,  e x p e ll in g  of o il.,  and 
r e c e n t ly  a la rg e  programme of coopera tive  r i c e - n i l l s  has been undertaken. 
I n d u s t r i a l  cooperatives in  the  hand-loom in d u stry , co ir  and c e r ta in  
v i l l a g e  in d u s t r ie s  have a lso  r e g i s t e r e d  s iz e a b le  p ro g re s s .  S pec ia l  empha
s i s  has been l a i d  on development o f  consumer cooperative- s t o r e s ,  and 
under a c e n t r a l l y  sponsored programme, a l l  towns with popu la tion  of
50,000 and above have been covered by wholesale  s to res  and r e t a i l  u n i t s . 
With the d i v e r s i f i c a t i o n  o f the coopera tive  movement, considerab le  f i l l i p  
was given to  th e  growth o f coopera tive  fe d e ra l  o rg a n is a t io n s ,  v iz :  the 
N a tio n a l Cooperative Union, the N a tio n a l  A g r ic u l tu ra l  Cooperative Marketing 
F e d e ra t io n ,  the  N a tio n a l F edera tion  o f  Cooperative Sugar F a c to r ie s ,  the  
A ll In d ia  Land. Mortgage Banks '  Union, the  A l l - I n d ia  F edera tion  of 
Cooperative Apex Banks, the A ll - I n d ia  F ede ra tion  o f  Consumer Cooperatives 
and the N atio n a l Cooperative Spinning M il ls  F e d e ra t io n .

Fourth  Plan

The experience  during tho th re e  f iv e -y e a r  plans embodies a number of 
u se fu l  p o in te r s  fo r  determ ining the  scope and con ten t of the  fo u r th  e lan  
(1966-1971). F or the  l a r g e r  ta sk s  to  be undertaken du rin  ; t h i s  elan in  
the  f ie ld , o f a g r i c u l t u r a l  p roduc tion  and rural developnen t, the f i r s t  
s tep  i s  the  e s ta b lish m en t o f  -a v ia b le  and expanding c ro d i t  s t r u c t u r e .  -The 
p lan envisages advances o f s h o r t  and medium-torn credit- of th e  o rd e r  of 
Rs ,700 c ro res  in  the l a s t  year o f the  p lan  as compared to  about A s.375 c ro r  
i n  the  l a s t  year o f  the  t h i r d  p la n .  This w i l l  c a l l  f o r  concerted e f f o r t  
fo r  r a i s in g  th e  share c a p i t a l  a;a ' d e p o s i ts  of coopera tive  c r e d i t  i n s t i t u 
t i o n s ,  o r ie n t in g  loan procedures to  meet tho requirem ents  of pro 'd ic tion ' 
programmes, and continuance of governmental support to  the  i n s t i t u t i o n s  
towards share  c a p ita l , m anageria l subs idy , lo an -cu n -su b sid y  for s to ra g e  
godowns, e t c .  While th e  development of th o  c r e d i t  stru ctu re  i s  o f  c ru c ia l  
importance for a g r icu ltu ra l pro d u c tio n ,  emphasis w il l  continue to  be l a i d  
on m arketing o f a g r icu ltu ra l produce, p a r t i c u l a r l y  o f  fo o d g ra in s„ As . 
a g a in s t  an a n t ic ip a te d  m arketing o f  a g r i c u l t u r a l  produce through coopera
t iv e s  of th e  va lue  of Rs.340 c ro res  by the  end o f the  t h i r d  p la n ,  of 
which about Rs.lOO crores  w i l l  be food grains , the  fo u r th  plan ta rg e t is  
to  market a g r i c u l t u r a l  produce worth Rs ,850 c ro re s  in c lu d in g  food; p-ains 
worth Rs.4-00 c r o r e s .  The expansion of coopera tive  m arketing w i l l  be 
p o s s ib le  only i f  m arketing Is  in t im a te ly  linked' w ith  e ro c ess in g .  The 
development o f  coopera tive  processing i s  e s s e n t i a l  not only  fo r  in c re a s in g  
the  r u r a l  incomes and f a c i l i t a t i n g  c r e d i t  fo r  p ro d u c tio n , b u ta lso  fo r  
b u i ld in g  up a co o p era t iv e  r u r a l  economy. The s ig n i f ic a n c e  o f  p ro cess in g



derives f ron  i t s  c o n tr ib u t io n s  in  two d i r e c t io n s  -  on the  ono hand i t  
s tren g th en s  the  functioning  of ?. ;r ic u l tu ra l  c r e d i t  -ml marketing, on tho 
o ther i t  provides a vri. '« basu fo r  r u r a l  in 'ue t r ia l i s a t io n . A s i  -jnilic-a-it 
p lace  has, acco rd in g ly  b-on .Ivon  t o  the  development of cooperative  
processing? in  th e  fo u r th  p la n . A plan of c o o p e ra t iv i s a t io n  of the  r u r a l  
economy has a t  i t s  core a g r i c u l tu r a l  c r e d i t ,  marketing and p ro cess in g , bit 
the plan has to  look forward c h ie f ly  in  the  d i r e c t io n  of i n d u s t r i a l i s a 
t io n  v ia  p ro cess in g . On a wise base of a g r i c u l t u r a l  p ro cess in g , complexes 
of i n d u s t r i e s  of various  typ...s can be developed. l a i c  has been tho 
experience in  the  S ta te  of M aharashtra and, t h e r e f o r e ,  in  the fourth  plan 
s t r e s s  i s  being l a i d . on the bu ild ing  up of an in te g ra te . .  s t r u c tu r e  of 
c r e d i t ,  marketing and p ro ce ss in g .  At tho same t im e , an a ttem pt i s  boin ; 
made to  o r ie n t  coopera tive  programmes towards th:. nee la of weaker sections 
o f  th e  community such as small uneconomic h o ld e rs ,  r u r a l  lab o u re rs  an.1 
a r t i s a n s  .

An important trend  of development i n i t i a t e 1 in  th e  t h i r d  p lan which h is  
to  be a c c e le ra te d  in  the  fo u r th  p i  an is  i n  tho  s e c to r  of consumer cooperr- 
t iv c  . s e rv ic e .  The consumer movement i s  bcin ' promoted under a c e n t r a l l y  
sponsored programme an:1 i t  has a lre ad y  covere d a l l  tomns in  the  country

• with population exceeding 50,000. Durin ; the fo u r th  p la n , the programme 
w il l  be expanded; to  cover a l l  towns with populvtion exceeding 10 ,000. Tho 
o b jec t iv e  b road ly  i s  to c o n so l id a te ,  s t r e n  :the:i a n '  expand consumer 
coopera tives  so th at by the end of the  fo u r th  p lan  the consumer s to re s  
woul1 cover 20% of the  households in  the  c i t i e s  or towns where th e y  o p e ra te .  
The r a t e  of p rogress  achieved by consumer coopera tive  s to re s  under th i s  
programme in  the  l a s t  two years  has boon remarkable an' the  monthly s a le s  
in  these  s to re s  have now touched the  l e v e l  o f I s .  12 c ro re s .  I t  has 
been reco giised th a t  fo r  th e  success of t h i s  pro :ramme-competent m anageria l 
personnel a rc  e s s e n t i a l .  A C en tra l  I n s t i t u t e  of liana gement c f  Consumers 
Business has, th e r e f o r e ,  bean s t a r t e d  a t  Bombay fo r  t r a in in g  the  key 
managerial personnel fo r  running the consumer s t o r e s .  Consumer s to re s  
a re  thus  being a s s i s t e d  to  p lay  a s ig n i f i c a n t  ro le  in  prov id ing  consumer 
goods a t  reasonab le  p r i c e s ,  A re c en t  e v a lu a t io n  s tudy  conducted un':er 
the  ausp ices  of the  P lanning Commission has shown th a t  consumer coopera
t iv e  s to res  had a wholesome e f f e c t  on the  p r ic e  l e v e l  of consumer commo
d it ie s  d ea lt  w ith  by the  s tores- .

Governmental Aid to  Cooperative Movement

The progress achieved by the  coopera tive  movement during the  period  covered 
by the t h r e e  f iv e  year plans has been to  a g re a t  ex ten t  fa c i l i t a te d  by 
the  p o l ic y  o f  Government to  p rovide  support or g a n isa t io n a l ly  a n 1, f in an 
c i a l l y  to  the  programmes o f cooperative  development. Based on the  exper
ience  of the th re e  f iv e  year p lan s ,  the p o l ic y  o f  a s s i s ta n c e  to  coopera
t iv e s  w i l l  continue to  be followed by the Government durin - the  fo u r th  
p lan  p e r io d .  The broad fe a tu re s  of the  ro le  .of .government ore in d ie  oted 
in  the- fo llow ing  paragraphs.

( i )  O rganisational A ssis tance

When Cooperation was f i r s t  in t r o 'u c o d  in  I n d ia  in  the  e a r ly  years c f  tbo 
p re sen t  c en tu ry ,  i t  was w ith the  o b jec t  o f am eliorating tho con i t io n s  
o f the  poo re r  s e c t io n s  of the  a g r i c u l t u r i s t s  who were a t  the mercy of 
m oney-lenders. Government had, th e re fo re ,  s e t  up a  machinery to  super-
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v is e  and a s s i s t  the  workin - of c o o p e ra t iv e s .' Tho R e g is t r a r  of Cooperative 
S o c ie t ie s  was given powers g en era l ly  fo r  in sp ec t io n  o f  the  workin ; of th-; 
s o c i e t i e s ,  a u d i t  of t h e i r  accoun ts ,  and General su p e rv is io n  fo r  .-nsuriu " 
t h a t  tho . s o c ie t ie s  worked, on sounn l i n e s  and adhered to  cooperative  p r in c i 
p l e s .  A departm ental machinery was bui.lt up in  each S ta te  to  a s s i s t  the 
R e g is t r a r  in  the discharge  of th e se  r e s p o n s i b i l i t i e s .  The assist-in.ee and 
guidance a v a i la b le  fron the  Cooperative D,. part.aont were of ;roat va lue  
to  tho coopera tives  in  t h e , i n i t i a l  years  o f  t h e i r  .growth. The se rv ice s  
rendered  by the R e g is t ra r  t h r o u :h his doparnar.tal machinery in  s c r u t in i s in g  
p roposa ls  fo r r e g i s t r a t i o n  of now s o c i e t i e s  an", amendments to  byo-law s, 
conducting p e r io d ic a l  in sp e c t io n s  e l t h  a view to suggesting  measures fo r  
improvement, a u d i t i n '  the .accounts once in  a year and gen r a l l y  a -’.v is ing  
coopera tivo  s o c ie t i e s  r o - o r - in  ; dovelopmon" e f  t h e i r  business have bom 
s i g n i f i c a n t  in  promotin ; the. -rowth c f  tho nov-omcnt. The Ho r i s t r a r ' s  
o rg a n is a t io n  has a lso  served as a l i a i s o n  with o th e r  Governmental o rgan i
s a t io n s  in  prornotin; tho  i n t e r e s t s  of the  cooperatives a n ’, oxolain in~  tho 
p o in t  of view o f  the  c o o p e ra t iv e s . The trend  of development ir: t h :  re cen t  
p a s t  has been to  g radua lly  b ring  about a s h i f t  in  the  exorc ise  of the 
su p e rv iso ry  r e s p o n s i b i l i t i e s  fron the Cooper . t io n  Dop- r t e o n t  to  the coopera
t iv e  fe d e ra l  i n s t i t u t i o n s ,  f in a n c ia l  a id  dooing provide'': by Govern a ent to  
enable these  i n s t i t u t i o n s  to  d ischarge  th e se  r e s p o n s i b i l i t i e s . The Re : i s t r a r ,  
however, continues to  have powers of s t a t u t o r y  a u d i t  in  a l l  S ta te s  except 
on o.- ( in  one S ta te  a u d i t  i s  conducted by tho S ta te  Govern gent th rou-h  t ie  
Finance Department). Government continues to  r-.ainte.in an a loqua to machinery 
f o r  o n a b l i n t h o  R e g is t r a r  to  e x e rc ise  h is  r e s p o n s i b i l i t i e s  f a r  in sp ec t io n  
an- a u ' i t .

While the  Cooperative Department char y 
and promoting tho growth of coopera tives  has 
the  movement, G cvem aon t 's  help to  the 
m a tte rs  has a l s : been given in  two ethc 
e r a t i v e  fe d e ra l  i n s t i t u t i  as have be 
fu nc tions  an! fo r  t h i s  purgeso they  
of m an ag eria l’ and s u p o rv is . ry  s t a f f . 
f i n a n c i a l  a id  to  them f s r  n a in ta in in
r e q u i s i t e  t r a in in g  f a c i l i t i e s .  Moreover, G.v nieeant m ain ta in  q u a l i f i e d  
and t r a in e d  personnel f a r  Ion.ling to  e opera tive  i n s t i t u t i . n s  an doputntien  
te rm s. Secondly, to  help th i s  p ro c e ss ,  i t  has boon a g re e ’ a.s a p o l ic y  
t h a t  coopera tive  law should co n ta in  an onab lin  p re v is io n  to make i t  • 
p o s s ib le  fo r  th e  Government, vhon the time i s  r i p e ,  t r  t r a n s f e r  s o a o  ef, 
tho s t a t u t  ry  powers and ro se  r i s i b i l i t i e s  o f  the R e g i s t r a r  to the coopera- 
t i v e  f e d e r a l  b o d i o S .  Such enab ling  p ro v is io n  h a s  a lre ad y  been in co rp o ra ted  
in  tho c o rp o ra t iv e  law af s e v e ra l  s t a t e s .  Apart from lo lo g a t ic n  of 
s t a t u t o r y  powers, th e re  i s  also- tho p ra c t ic e  ■. f  c o u m lta t ie n  with the 
f e d e r a l  coopera tive  bodies in  m atte rs  r e l a t i n g  to  r e bi s t r a t i  a ,  amena- 
ment of bye-law s, su p ersess io n  e-f tho g-.no'--agent and s im i la r  n a t t e r s .
This servos to  keep tho  fed e ra l  b -dies in  f u l l  touch with th e  ad .ninis tra~  
t iv o  a c t io n  ;;r posed by the  Cooperation. Department with re foranco  to  
t h o i r  c n s t i t u e n t  s o c i e t i e s  a n l ,  o.t the  some tie io , th is  enables tho 
R e g i s t r a r  and h is  o rg a n is a t io n  ta  have tho b e a a f i t  ' f  advice fr .  m the 
f e d e r a l  b ^ i e s  be fa re  adm iip-Strative a c t i  n i s  ta k e n .  In  s eoo S ta te s  
th i s  procedure  of mutual co 'h su lta t i .  n i s  base': an lo  gal p -r .v is i  n ,  in  
o th e rs  i t  i s  based on convention .

i r-i 4* V-W-L UiL th e  rosprn:s i b i l i t y  of  a id in g
-OS ;oia a. va lii :blo su g e ; r t  to-
; c ' i ‘ ", '''j T> tiv .es  i n  a:r am is - t i  .n a l
icr i 'X 'or leant ways . F i r s t l y , coap-
: e;ncr.UT'-i go. to  tak;e o;ver sup a r v i s e r y
.vo boon a s s i s t e d  t : b u i ld  no cad.ro s '
g- 3'7 r-ino n t have bo..jn p r ' v i  di
t h 3 5 to iff  u-idros, ■-.in': a ls ;  f r
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The v arious  forma o f f in a n c ia l  a id  which ho or a- ba an introduce.:. lu r in  • 
tho th ree  plan periods and are l i k e l y  tc  continue durin  ; th -  fo u r th  plan 
period a re  b r i e f l y  as fo l lo w s :

(a) S ta te  P a r tn e r s h ip : Excepting in  one or two S ta te s ,  tho p r in c ip le  
of s t a t e  p a r tn e r s h ip  in  the  share c a p i ta l  of the  c .-operative s o c ie t i e s  
was not in  ex is ten ce  t i l l  1951-52. The Res 3rvo Bank of In d ia  appointed 
(1951-52) a Rural C red it  Survey Commit tee  to  c .11 duct a survoy on r u r a l  
c r e d i t  in  India and make recommendations. Tho Conmittv,o came to tho 
conclusion t h a t  "Cooperation had fa ile d  in  In d ia  but i t  must succeed " .
One of the  major recommendations of the Committee was tho adoption  of a 
p o l ic y  of s t a t e  p a r tn e rs h ip  in  cooperative  i n s t i t u t i o n s .  Apart from 
cred it i n s t i t u t i o n s , s ta te  p a r tn e rsh ip  has be extended to mark . . t in - 
and process ing  s o c i e t i e s ,  farming s o c i e t i e s ,  labou r  contract s o c i e t i e s ,  
d a i ry  co o p e ra t iv e s ,  f i s h e ry  co o p era t iv es ,  t r a n s p o r t  s o c i e t i e s ,  consumers 
stores e t c .  wherever the  i n i t i a l  c a p i t a l  base of th e  s t r u c tu r e  needed 
s tren g th en in g  by means of s ta te  p a r t i c ip a t i o n  t i l l  such time as the  
members wore in  a p o sitio n  tc  accumulate enough c a p i t a l  to  run the  busi
ness w ithout s t a t e  support. In  a l l  th ese  cases s t r e s s  has, however, boon 
la id  on the p r in c ip le  that the  peop le's  c o n tr ib u t io n  should g ra d u a l ly  be 
increased and the government c a p i t a l  r e t i r e d  in  a period of 15 to  20 y e a r s .

(b) Loans to  S o c ie t i e s : Normally coopera tive  i n s t i t u t i o n s  are  expected;
t c  borrow funds from t h e i r  f inanc ing  agencies such as tho c e n t r a l  coopera
t i v e  banks or the apex cooperative  banks. Th: apex banks in  tu rn  a re  
expected to  ob ta in  t h e i r  f in a n c ia l  requirem ents from tho Reserve Bank cf  
I n d ia ,  S ta te  Bank of In d ia  and S ta te  Finance G r /m o o t i  ns . Governments 
are not o r d in a r i l y  expected to  finance  coopera tives  with loans fo r  t h e i r  
working c a p i t a l .  But th e re  a r e  exceptions to  t h i s  genera l p o s i t io n .
There may be c e r t a in  types of development pro'grammes which in  t h e i r  i n i t i a l  
s tag es  are  not l i k e l y  to  a t t r a c t  any finance  from re g u la r  financ ing  
ag en c ie s ,  but which a re  n e v e r th e le s s  worthy of on courage roent an:1 'support. 
Moreover, c e r t a in  progfamees fo r  which Government was p re v io u s ly  o f fe r in g  
loans d i r e c t l y  to  in d iv id u a ls  but which a re  l a t e r  t r a n s f e r r e d  to  coopera
t iv e s  fo r  implementation c a r ry  with them the o b l ig a t io n  on the p a r t  of 
Government to  t r a n s f e r  the  necessa ry  resou rces  to  th e  c o o p e ra t iv e s .
Examples of the  f i r s t  type are such schemes as coopera tive  fa rm in ’' where 
T a n s  a re  made a v a i la b le  by Government fo r s p e c i f i c  purposes invo lv ing  
medium or long-term  investm en t,  provided the  co p e ro t iv o  banks a re  not 
■willing to  provide the  finance . Mention may also bo made of tho schemes 
fo r  pr v is in g  loan-cum -subsidy t  farming s o c i e t i e s  fcr  c o n s tru c t io n  of 
god owns cum c a t t l e  sheds, and to  marketing s o c i e t i e s  a. well as  s e rv ice  
s o c i e t i e s  fo r  co n s tru c t io n  of go-downs , Examples of th e  sec  nd ca teg  ory 
a re  the  loans provided by s t a t e  governments t  coopera tive  c r e d i t  i n s t i 
tu t io n s  as p a r t  of t h e i r  programme f : r  ro u t in  ; ta c c a v i  loans t o r  ugh 
c o o p e ra t iv e s .  In  M aharashtra and G u ja ra t ,  the  S ta te  Governments’ have- 
withdrawn from th e  f i e ld  of taccav i finance fo r  schemes l i k e  land 
rec lam ation  and s o i l  con servation , These schomus are implemented through 
coopera tive  land mortgage banks. Government funds earmarked fo r  such 
schemes are made a v a i la b le  to  these  banks by way of government subscrib ing  
to the  debentures floated, by the  ta n k s .  In  some o ther s t a t e s  s h o r t  -and 
medium-term loan s are  given by the  s t a t e  go vornments to cooperative banks 
fo r  s p e c i f i c  a g r i c u l t u r a l  purposes which use i to  be cared fo r  under

(ii) Financial Aid
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t a c c a v i  le a n s .  Thus the s t a t e  governments arc  helping the growth ■ f  a 
u n if ied  c r e d i t  s t r u c tu r e  fo r c a te r in g  to  the  p roduction -requ irem en ts  of 
a g r i c u l t u r i s t s .

(c) Subsid ies  to  s o c i e t i e s : In  the  i n i t i a l  ooriod most of the  cooperative  
i n s t i t u t i o n s  would need s me a s s is ta n c e  i f  they  are t ,  r e n te r  the services 
expected of them to tho members, many . f  wrr'rn are a t  the  marginal and 
su b -n a rg in a l  le v e l s  of e con: my. The government has , th e re  f r o ,  c mo in  to 
a id  coopera tive  i n s t i t u t i o n s  during the i n i t i a l  p e r io d  t i l l  thoy a t t a i n  
f u l l  v i a b i l i t y  by p re v is io n  of su b s id ie s  fo r  appointment of m anagerial 
»od s u p e rv iso ry  • s t a f f .  Subsid ies  a re  .also made a v a i la b le  tc  c a .o o re t iv o  
banks f o r  opening branches s .  as t  extend t h e i r  s e rv ic e s  tc i n t e r i o r  areas 
Such su b s id ie s  a re  p r  ovided cr a ta p e r in g  scale- cv ..r a o ;ri:oi e f  time s 
t h a t  in  a period of 3 or /+ years the  s; c i e t i e s  waul.: be .eoLe to  s tun ! on 
t h e i r  own without f in a n c ia l  a s s is ta n c e  from government. -Subsidies are  
a lso  provided fo-r c o n s t ru c t !  n of go downs in  o rd e r  t h a t  tho cooperatives  
may be enable:! to  have t h e i r  own s to ra g e  space t  ren d e r  e f f i c i e n t  se rv ice  
tc- t h e i r  c l i e n t s .

(d) Government G uaran tees : Another way o f  p rov id ing  govern o n t  a s s i s ta n c e  
i s  by g u a ra n t t in g ,  cn b eh a lf  ; f  c o o p e ra t iv e s ,  the  repayment of o r in o i p a l  
and the  payment of i n t e r e s t  -n lo a n s ,  ouch guarantees  are a ffo rd ed  by 
the S ta te  Governments on behalf  of coopera tives  to the  Reserve Bonk of 
I n d ia ,  the  State Bank o f In d ia  and o ther f in an c in g  a g e n c ie s . The deben
tu re s  f lo a te d  by th e  c e n t r a l  land mortgage banks a re  (guaranteed by tho
c ncem cd s t a t e  governments. In  c e r t a in  s t a t e s ,  guarantee  has a l s :  boon 
p r  -vid-id in  r e s p e c t  cf d e p o s i ts  c o l le c te d  by cooperative  banks in  o rd e r  
to induce the  p u b l ic  to d ep o s i t  t h e i r  su rp lu s  funds w ith  the  cooperative  
s t r u c t u r e ,  as in  the  commercial banking s t r u c tu r e  insurance of do;o s id s  
has r e c e n t ly  been brought in to  f . r e e .  The r a t i  no lo  behind the  guarantees 
given by government i s  t h a t  the o u ts id e  lend ing  agencies  a re  assure.;, t h a t  . 
the purposes fo r  which the  1 .an ’funds w i l l  be used a re  such os hovo met 
government's approval and t h a t  th e  government w " ul d take  due care t  e c a tire  
t h a t  th e  borrowin j coopera tives  use th e  funds in  accordance w ith s. und 
business  p r i n c i p l e s ,•

(e) Risk Funds;' Tc achieve  the o b je c t iv e  of helping' the weaker s e c t i n s
o f the  community, i t  i s  n ecessa ry  to induce th e  c o p e r a t i v e  lend ing  i n s t i 
tu tion s. t« meet the  c r e d i t  requirem ents c f  th e se  s e c t i  ons r e la te d  to  t h e i r  
p roduc tion  a c t i v i t i e s .  A scheme of .government c n t r i b u t i o n  t ‘ c '" g e a a t iv e  
c r e d i t  i n s t i t u t i o n s  t : enable them te  build  up s p e c ia l  bad debt funds has
been in  o p e ra t io n  in  th e  th i r d  f iv e  year p lan  p e r io d .  The c c n tr i ro r t i  n is  
o f  th e  n a tu re  o f  an in c e n t iv e  t  th e  c r e d i t - i n s t i t u t i -  ns t  ■ l i b e r a l i s e  t h e i r  
lending p o l i c i e s  and p r g ro s s iv e ly  meet the  gr. ducti n c r e d i t  requirem ents  
o f  the  marginal and sub-m arginal c u l t i v a t o r s .

( f) A g r ic u l tu ra l  C re d i t  S t a b i l i s a t i .  n Fund: In  a v a s t  o. u n try  l i k e  In d ia
n a tu r a l  c a la m it ie s  such as f l  d, -draught, e t c .  e-ccur alm s t  every  year
in  s me a r e a s .  In  such cases the c u l t i v a t  rs  fin'd i t  d i f f i c u l t  to re-pay 
the le an s  in  t im e . This w ul:draean th a t  the  c r e d i t  i n s t i t u t i  'ns in  such 
a reas  would e i t h e r  have ■■ to  postpone rec  v e r io s  r  t  w rite  f  f  the 1 an s .
The Rural C red it Survey Committee, menti-. n o f  which has bo a dado e a r l i e r ,  
recommended the s e t t i n g  up o f •s t a b i l i s a t i  n funds, both a t  the  n a t i . n a l  
l e v e l  and a t  the  l e v e l  o f  coopera tive  c r e d i t  i n s t i t u t i o n s ,  t  • a rrange 
postponement c f  r e c o v e r i e s ,  so t h a t  the flow of credit,  remains unimpaired.
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A tfoti '-nnl A g r ic u l tu ra l  C red it S ta b i l io  a t i ..11 Fuiil fans boon s e t  u • an - r  
the Reserve Bank o f  In d ia  ani an annual c r n t r i b u t i  n c f  Rs.1 .00 cr-aro’ 
i s  b e i n '  maie by the  C en tra l  Governmnt to y a r ls  t  ■■.is Fun i s ince  1956. The 
funds a t  the  l e v e l  c f  tho c, opera tive  i n s t i t u t i  ns have n' t  ye t  b:;j:i 
adequate ly  b u i l t  up . Gov.rnmont i ro  c n s i l o r i n  ; s m. a 1-hoc c n t r i b u t i  .n 
tc those funds a t  the l e v e l  of the  apex co p e ra t iv e  banks l u r i n ;  the 
Fourth Plan t ’- augment then to the  d es ire  1 l . /v e l .

(g) R e l ie f  and Guarantee F u n li A r e l i e f  o-n ’ guarantee  fund a t  tho 1 vol
c f  each s ta tem en t government i s  a ls  being b u i l t  up. This fun! i s  u t i l i s e d  
f  ■ r  w r i t in  ■ -off loans which become i r r e c o v e ra b le ,

(h) P r ice  F lu c tu a tio n  Fund: In  o rd e r  to encm rago cooperative  marketing' 
S o c ie t ie s  t. take up rm rketin  : c f  commelitios in  which wide p r ic e  f lu c tu a 
t io n s  occur, i t  has bo ai decided th a t  G-v.o rnment, w i l l  c n t r i b u te  towards 
the p r ic e  f l u c t u o t i n  funds on such socio i e s  t  the e x ten t  of 2 per cent 
o f  the  value c f  o u t r ig h t  purchases made by thorn c f  c e r ta in  s e le c te d  
comma-’1 i i i  os , s u b je c t  to a p re sc r ib ed  monetary l im i t  every year.

( i )  -Tax C- n ces s i  n s : C er ta in  c ’n c o s s i n s  have bona o f f ’ r  .is 1 t  c / o p e ra tiv es
in  inc  m e-tax, excise  lu ty ,  e t c .  Sta te  G vernonnits a ls  in  t d o i r  S ta te  
Acts have exempted the cccp e ra t iv es  In f u l l  ■ r  in  p a r t  f r n  payment c f  
stamp d u ty , re  e l  s t r a t i  n fe n s ,  e tc .

( i i i )  Ccoperative T ra in in ’-: & Education

For the  SuooQSS o f  a co o p era t iv e  s o c ie ty ,  i n t e l l i g e n t  ani informed 
membership and t r a in e d  ani e f f i c i e n t  s t a f f  are e s s e n t i a l .  The Governnont, 
th e r e f o r e ,  have been h e lp in  ' the  movement to bu ild  up 0 c opera tive  
t r a i n i n g  and educa tion  prog.-ammo. Broadly speak ing , t h i s  programme f a l l s  
in to  two p a r t s :  (a) t r a in in g  the  personnel employed in  th e  Cooperative
Department an i  th e  i n a t i t u t i  ons and (b) education of members o f  co o p era t iv e s ,  
^he pe rso n n e l  of the" Co,operative Department and i n s t i t u t i o n s ,  fo r  the 
purpose of t r a i n i n g ,  a re  c l a s s i f i e d  in to  th re e  ca te  g o r ie s , v iz :  s e n io r ,  
in te rm ed ia te  and ju n io r .  For t r a i n i n ’ th e se  d i f f e r e n t  ca te  go r i e s  cf per
sonnel,  3 l e v e l s  o f  i n s t i t u t i o n s  hove been s e t  up. The N a ti  n a l  Coopera
t i v e  College and Research I n s t i t u t e  a t  Poona provides t r a in in g  to s e n io r  
and key personnel in  the c operative  movement. The i n s t i t u t e  has a lso  
been equ ippe l to  undertake case s tu d ie s  an i a c t io n  re sea rc h  on im portan t 
co •■-perative problems. For t r a in in g  c f  personnel of the  interme l i a t e  ca te 
gory, 13 c” "perative  t r a i n i n ’ c e n tre s  are  maintained and ju n io r  ;.ors nnol 
a re  ca te ro  1 fo r  in  67 i n s t i t u t e s .  Mombor-c lu c c t i  n i s  being' c o n lu c to l  
through in s t r u c to r s  appointee  by tho S ta te  C p e ra t iv e  Union in  each S ta te ,.
A p o l ic y  io c i s ic n  was taken in  1962 to e n t r u s t  the  w~rk of cooperative  
t r a in in g  and education t  the  coopera tive  m voment i t s e l f .  In  gursuanoe 
o f t h i s  p o l ic y ,  the  r e s p o n s i b i l i t y  f  -r a d m in is te r in g  the t r a in in g  i n s t i 
tu t e s  has been e n tru s te d  to the  R a t i  onal C . .p e ra t iv e  Uni n and S ta te  
Cooperative Unions, The Governra n t  of In  :ia  ani the  S ta te  Governments, 
however, have continued t '  provide f in a n c ia l  a s s is ta n c e  as w ell as oxcart 
teach ing  personnel cn d e p u ta t io n  te rm s . The ro le  of the  C en tra l  a n i  S ta te  
Governments in  provid ing  a s s i s ta n c e  to the  odueati n and t r a i n i n  ' r  ■•raame
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(a) . A ll prorT.'ammes of tra in in g  an:i educati n rece ive  hundred p e r  cent
f in a n c ia l  a s s is tan c e  f r rn  the S ta te .  The Government f  In d ia  ; r. v i -  
des cent per cent f in a n c ia l  . a s s is ta n c e  t .  the  Committee f; r  
C ■ p e ra t iv e  Training f  r  the  t r a i n i n  ' o f s e n io r  and in te rm ed ia te  
ca tegory  of p e rs -n n 3 l an 1 t .  the N ational Cooperative Unh n of In d ia  
fo r  maintenance <-f headquarte rs  s t a f f  fo r  th e  morabor-cducation pro
gramme . The Government o f  In d ia  and the S ta te  Govornncsits share 
the  expenditure  cn ju n io r  t r a in in g  cen tres  and the Tn^mbcr-edueition 
programme in  c e r ta in  p ro p o r t io n s .  S ta te  Cooperative Unions aLeo 
rece ive  a s s is ta n c e  towards meeting a -o r t io n  of the  expenditu re  on 
s p e c i f i c  programmes r e l a t i n g  to  p u b l i c i t y  approved., fo r  the  pur; ose. 
Cent p e r  cent a s s is ta n c e  i s ,  however, expected t?" be a temporary 
phase. The Cooperative Movement has a l re a d y  ad o r te  d the po licy  of 
ra is in ,  ; i t s  own f u n ’s fo r  f inanc ing  the  t r a i n i n  ; un I educe t i c  n 
programmes. P ro v is io n  has boon made in  a l l  the  C•'operative A c ts , 
a c c o rd in '  to  which the co opera tive  s o c i e t i e s  a t  a l l  le v e ls  have 
to c o n tr ib u te  2 to  5 -o r  cent of t h e i r  n e t  p r o f i t s  ev.-ry y_ar to the 
education  fund of the  S ta te  Cooperative Union.

(b) Government p e rsonnel are male a v a i la b le  to  the  cooperative  or pm I s a -  
t io n s  fo r  c o n d u c tin '  the programme of t r a in in g  an l  edueeition. Various 
M in is t r i e s  and o rg an isa t io n s  of the  Government of In d ia  in te r e s t e d
in  the devel epment of the  coopera tive  raovone n t ,  such as th e  M in is t ry  
c f  Community Development and Cooperation , M in is t ry  o f  F r o  <i k p r i -  
c u l t u r e , M in is t ry  of In o u s t ry  and. Supply, M in is t ry  of Education , 
M in is t ry  o f  F inance, Reserve Bank o f I n d ia ,  C en tra l  Socia l Welfare 
Board, e t c .  a re  r e ; res  n ted  on the  Committee of Cooperative T r a in i n ’ 
an" i t s  v a r ious  sub-c- m m ittees . The D ire c to r  (O roperative  Training)" 
in  the M in is t ry  c f  G mmunity Development and Or geera ti  an works as 
the  Member-Secretory cf th e  Committee fo r Corporative  T ra in ing  --’.nd 
provides a u se fu l  l in k  between the Government of In d ia  . n t h j one
hand an !  tho Committee -n th e  o th e r .  S im ila r ly  tho Chief Executive
D ire c to r  of the  N ational Cooperative Union of In d ia  i s  an O f f ic e r
on le p u ta t i  n from the  Government c f  I n d ia .

(c) The S ta te  Governments and th e  R e g is t r a r s  c f  Cooperative S o c ie t ie s  
extend s im i l a r  a ssis ta n ce  to  the  S ta te  Cooperative Uni ns and
ass„>ciate themselves w ith  the  tra in in '- :  and educa tion  commit t e e s  s e t  
up by them fo r  looking; a f t e r  the  coopera tive  tra in in g  end education  
programmes. The departm enta l o f f ic e r  in  charge of t r a i n i n g  and 
educa tion  works in  c lose  c o l la b o ra t io n  with the  S ta te  Coopera tiv e  
Unions. '

(d) The S ta te  Government, whenever requested  tc  do so , make a v a i l a b le  
the  s e rv ic e s  of their q u a l i f i e d  and t r a in e d  o f f i c e r s  to  work as 
P r inc ip .a ls  and Lecturers a t  the Cooperative T ra in ing  C en tres .  The 
Committee fo r  Cooperative T ra in ing  an"1 th e  S ta te  Cooperative Unions 
a re  b u i ld in g  up t h e i r  own cadres of te ach in g  s t a f f .  Even so , toe- 
t r a i n i n g  being job  o r ie n te d ,  the  Govom'mt have tc  spare  th e  s e r 
v ic e s  o f  t h e i r  o f f i c e r s  to serve as t r a i n e r s , frc m time to  tim e.
Apart from the s t a f f  r e g u la r ly  sen t  to  tho  C en tres ,  the  o f f i c e r s  c f  
the coopera tive  a n ’ o th e r  government departments v i s i t  the  cen tres  
and d e l iv e r  t a lk s  on s p e c ia l i s e d  s u b je c t s .

takes the fc Hewing forms:
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(e) The S ta te  Corporative Do- artments a ls  a o m s t  the C eoioitt.-. e'er 

Ccecporativ:.. Trainirc : in  tho ccm.uct i '  o a a o t ic a l  t r a i n i n '  pr-.arena, s 
o f  th e  t r a in e e s  by a o s ie t in -  th.; cen tres  i n  c h a lk in '  cut s tady  t  urs 
ana a m "uc tin  - v i s i t s  t._ tho varicae 0 ' c c r  i i v o  i n s t i t u t i c n s  .

(f )  The f i e l ! s t a f f  an; tic. ex tension  o f f i c e r s  f  ' ' i i f ^ ro n t  o.on.rnact 
departments help in  the  cc -porative nG-ciber-educ cti ai . rc/rai. ■ i„ by do/ino 
ta lk s  in  tho member-e du ra tion  carps aad by a t  ton Tin • s tudy c i r c l e s  , 
m eetinps, e t c .

Future P a t te rn  o f , R ela ti ,  nshi  between ■dcvemnont. and C g a r a t i v  js

On the basis  of the  experience burin- the  p a s t  15 y e a r s , the d e v e lo p in '
p a t t e r n  in  the r e l a t i o n s  hi .• between cavverraaQt and cooperative  i n s t i t u t i  :ns 
may be b r i e f l y  in d ic a ted :

( i )  The c e p .e ra t iv e  m...venent has n~t cr .on an ifc rm ly  in  a l l  the s ta t e s  f
In d ia ;  nor bos th e  growth been unif-crn in  the d i f f e r e n t  s o c t . r o  ef the  move
ment. G .eve rnm ent's  d i r e c t  i n t e r e s t  ano inv 1'nanmt in  aea is t im p  th e  prowth 
of the m..voment by p r c v i s im  on f i n c n e i ' I  as w-11 ns r ' a n i m  t i  'n a l  a i  :1 xd.ll, 
th e r e f o r e ,  continue te  bo c r u c i a l .  Apart fro:: . i r e c t  a i „ 0 c l im a te  c f  
scmic-economic a ^ l i c y  cm p en io l  tc tho ;rcwta ■£’ th.-. c  . . .e ra tive  n v^ment i s  
also  e s s e n t i a l .

( i i )  While -p. -vernmont's help to the  ce- p..er m ivos criust a  ntunuo , o f f c r t s
t<- pr ra t e  the prowth ex s e l f - r e l i a n c e  in  the  a. veaont roast he- in ten s if i-e  1.
These a re  l i k e l y  to take  the  f a l lo w in '  .mams:

(a) Coopor-atives oaist be helped to bu il  t h e i r  am cadres of m ana-oria l 
p e rso n n e l ,  s :  t h a t  dependence cm the s e rv ic e s  of personnel -enitcd by 
ocvernnent i s  reduced to the  minimum. For t h i s  . .urpose, .; .vorna. n t 's 
a id  in  s u b s id i s in  g cc. ceam-tlvcs to  r e c r u i t  and t r a i n  qua lif icc ' pec pie 
an 7 t r a i n  thoici i s  n e cessa ry .

(b) Cooperative f e d e ra l  e ream ioe ti  ns nus t take l a r  :or r e s y m s i b i l i t i o s
in  n a t t e r s  of s u p e rv is i  n ,  in s p e c t i  mand 'amoral prom otion. This ta m d
i s  a l r e a d y  w e ll-b ev e lo ; 0 1 in  the e r e ' i t  s e c t o r .  I t  has tc be f e s te r e d
in  e th er  s e c to r s ,  p a r t i c u l a r l y  m r k c t i n " ,  c.r-.cossin-; and. c nsamcr
s t . r e s .  This re q u ire s  the prc c a t io n  of the arowth of nati^naj.. a n ’ s t a t e  
f e d e r a t io n s .  This w i l l  "ivo a f i l l i ,  tc the  oner ;enco of c p o r a t iv e  
leadersh ip-, which i s  cm e s s e n t i a l  incrrediont of cc s trcnp  and s e l f -  
r e l i a n t  movement.

(c) The coopera tive  department w i l l  have t  - c- n tinuo  to aud.it the 
C'.ap:erative i n s t i t u t i  ms. But on a s e le c t iv e  basis c c .p e ra t iv o s  can 
make a s t a r t  in  un 'o r t a k in ;  a u d i t  thornscivos th ru o ia  t h e i r  dni ns .

(d) The Cooperative d o v a r tn e n t 's  r e s i . la a ry  fu n c t i  ns w i l l  t h .n  t -  to 
r e g i s t e r ,  to  make s t a t u t  ry  inS o . 'c t i  m , tc  ; rov iae  a r b i t r a t i  a , tc 
a u l i t  and tc. a c t  as l i a i s o n  with e th e r  '.op.artnonts - f  --oyernront to- 
promote the  i n t e r e s t s  of c o o p e ra t iv e s .
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in  Japan

R ela t io n s  between Co-operative Movement and government d i f f e r s  from 

th e  weakest to  the  s t ro n g e s t  from one country to  ano ther. In some o f  

western  European co u n tr ie s  the  Movement re c e iv e s  l i t t l e  a id  from the  

government and in  some Asian and A frican c o u n tr ie s  i t  does f a r  more. 

A g r ic u l tu ra l  C o-operative  Movement in  Japan can be c l a s s i f i e d  in to  

n e i th e r  o f  them. I t  seemes to  be q u i te  independent and autonomous in  

some r e s p e c ts ,  but i t  i s  no t e n t i r e ly  re le a s e d  from governmental con- 

t r o l e  and a s s is ta n c e  in  o th e r  phases. I t  i s ,  th e re fo re ,  no t th e  sim

p le  middle-way o f  two e x tre m it ie s .  Such complex c h a rac te r  o f  the  r e 

la t io n s h ip  makes i t  a l l  the  more d i f f i c u l t  to  judge the  t re n d  as to 

which s ide(dependent or independent) i s  being s treng thened  in  re c en t  

development.

C arefu l examination i s  necessary  to ge t thorough idea on the  fo llow ing  

item s.

1. LEGISLATION

(1) LAWS AND CABINET ORDERS DIRECTLY RELATED WITH THE MOVEMENT

a. AGRICULTURAL CO-OPERATVE ASSOCIATION LAW (1947)

This i s ,  in  some meaning, the  h e i r  o f  INDUSTRIAL CO-OPERATIVE AS

SOCIATION LAW(1900). E s s e n t ia l  d i f f e r e n c e  o f  th ese  two l i e s  i n .........

Old one*, n a t io n a l  p o l ic y  or aim was regarded  as a b so lu te ly  su p e r io r  

to  good and w elfa re  o f in d iv id u a l  fa rm ers , the  Movement being 

e s ta b l i s h e d  a f t e r  R e i f fe is e n  system.

New one: aiming u l t im a te ly  a t  in d iv id u a l  fa rm ers '  l i v e s ,  r e le a s

ed d em o cra tica l ly  from n a t io n a l  t o t a l i t a r i a n  c o n tro l ,  invo lves  

more Rochdale thought.

Relations between Co-operative Movement and Government



The p re sen t  law is  m otivated by modern western thoughts such as l i b e r a l  

ism, in d iv id u a lism , democratic and autonomous c o n tro l ,  f r e e  com petition 

amount v a r io u s  e n te r p r i s e s  and so on. Though they  a re  r e a l l y  f a s c in a t 

ing  in  t h e i r  ou tlook , t h e i r  amount given in  th e  law was r a th e r  too much 

f o r  r u r a l  Japanese to  f i t  them selves to  them. Several re v is io n s  of som 

p a r t s  o f  the  law seemes to  d i r e c t  such trend  as to r e s t r i c t  o r  doduce 

th  e s e over-demo c ra  t  i  z a t  io n.

b. MANAGEMENT STANDARD ORDINANCE (1950)

This  may be regarded  as one o f  the in d i r e c t  r e v i s io n  to  the  law. More 

than  ten  thousands o f  new s o c i e t i e s  were e s ta b l i s h e d  in  and soon a f t e r  

194-7 under new law, new p r in c ip l e .  That was, however, only form ally so 

Most o f  them were, in  r e a l i t y ,  no th ing  but r e p a in te d  o ld  s o c ie ty  under 

o ld  law, accompanied with s l i g h t  change in  t h e i r  le a d e rs h ip  and manage

ment. At th e  same time th e re  appeared some very  samll u n s ta b le  soc

i e t i e s ,  o f te n  by devading an old  so c ie ty  in  a v i l la g e  in to  two or th re e  

as the  r e s u l t  o f  opp osition  or c o n f l i c t  among membership. I t  i s  q u i te  

p la u s ib le  t h a t  m a jo r i ty  of th e se  new s o c i e t i e s  came in to  confusion  and 

d i f f i c u l t y  in  t h e i r  management.

Th is  ordinance was wanted to  give proper order to  managemental o p e ra t

ion' o f  co -o p e ra t iv e  s o c i e t i e s .

c. MODEL 1 BY-LAW (A r t ic le s  o f  Inco rpo ra tion )

'B y-law 1 o f  l o c a l  s o c ie t i e s  should be approved by government, a c tu a l ly  

by p refcctu ra l a u th o r i ty .  In  the  case o f  in c o rp o ra t io n ,  p refectu ra l 

authority  used  to re q u i re  the so c ie ty  to  amend i t s  by-law and make i t  

com pletely  co inc ide  with governmental model, w h ile , o f  course , accord

ing to  the la v ,  any by-law should admitted so f a r  as i t  does no t 

v i o l a t e  the  law. For the  m a t te r  worse, th e re  were such unfavourable  

in stan ces th a t, when the  model was rev ised , the a u th o r i ty  req u es ted



s o c i e t i e s  to  r e v is e  t h e i r  by-law in  fo rce  to l e t  them follow the  model. 

By making use o f by-law in  t h i s  way, governmental co n tro l  would become 

s tro n g e r  than i t  looks through democratic law.

d. REVISIONS ON SOME ARTICLES OF THE LAW

Some a r t i c l e s  o f  Co-operative  Law have been re v ised  fo r  more than ten  

tim es in  these  n ea r ly  twenty y e a rs .  We can see the  tren d  o f  changc in 

the  n a tu re  o f  the  Law by t r a c in g  them. I t  must be mentioned here  th a t  

some o f  them were i n i t i a t e d  by co -opera t ive  a s s o c ia t io n  and o th e rs  by 

government and th a t  they had f r ie n d ly  n e g o t ia t io n  beforehand in  both 

cases . Some o f  them w i l l  be shown b e l o w . . . . . .

1948: The p re v i le g e  f r e e  from income ,and c o rp o ra t io n  ta x  was

stopped, and in  p lace  o f  i t ,  devidend was made f r e e  from 

ta x a t io n .  One o f the Rochdale p r in c ip le s  had thus been 

a p p re ica ted  p ro p e r ly .

194-9: Formerly a d m in is tra t iv e  o f f i c e  was au th o rized  to d i s 

s o lu t io n  to  a s o c ie ty  when i t s  bus iness  run over the  

l i m i t a t i o n  by the  Law. The a u th o r i ty  was t r a n s f e r e d  to 

a law c o u r t .  The change im plies  r e s t r i c t i o n  o f adm in is t

r a t i v e  c o n tro l .

1950: Revision o f  an a r t i c l e  necessary  in  en ac tin g  Management

s tan d a rd  Ordinance. This has duplex c h a ra c te r  o f  both 

co n tro l  and a s s is ta n c e .  At the  same tim e, annual a u d i t  

by government a g a in s t  s o c i e t i e s ,  which has c r e d i t  s e rv ice  

o r  whose range i s  as la rg e  as or l a r g e r  than p re fe c tu re ,  

was made compulsory. This in c reased  r e s p o n s i b i l i t y  and 

c o n tro l in g  power o f  government, w hile  annual a u d i t  i s  

no t in  f u l l  execu tion  because o f lack  o f  necessary  

number o f  a u d i to r s .  Only one th i r d s  o f  s o c i e t i e s  concern-



ed a re  checked every y ear .

1951: The term o f board o f  d i r e c to r s  had been, as a r u le ,  one y ear

with the  ex cep tio n a l  term not longer  than two y e a rs ,  when 

l a i d  down by by-lav/. The re v is io n  in  t h i s  year  l e f t  i t  

e n t i r e ly  to  by-law w ith the  prolonged l im i t a t i o n  o f  th ree  ,

y e a rs .  E le c t io n  o f  board o f  d i r e c to r s ,  which had been f i x 

ed to be help in  annual general assembly, was allowed to 

take  ano ther way l i k e  p u b lic  e le c t io n .  These re v is io n s  

were, o f  course , d i s i r e d  from the  s ide  of c o -o p e ra t iv e  associati;

1954: Superv isory  a u th o r i ty  was r a th e r  s tren g th en ed  again  in  some

r esp e c ts .

e. LAW FOR ASSISTING AMALGAMATION OF SOCIETIES

In o rd e r  to  overcome d i f f i c u l t i e s  in  management o f  u n d e r -s iz e  s o c i e t i e s ,  

amalgamation had been c a l le d  in to  q u es t io n  s in ce  many y ears  ago. I t  was, 

however, n o t  s t a r t e d  on the r i g h t  l i n e ,  having many com plicated problems 

concerned. Amalgamation of t h i s  s tage  aimed only a t  s ta n d e rd is in g  the  

s c a le  o f  b u s in ess  o f  too small s o c i e t i e s  to  p roper l e v e l .  In th e  course 

o f  time, w hile  only few cases succedded, d r a s t i c  change took p lace  in  

socio-econom ical c ircum stance of the  Movement had become to  r e q u i r e  

amalgamation o f  h ig h e r  o rder  i . e .  o f  l a r g e r  s c a le  in  o rd e r  to ga in  h igh

e r e f f i c ie n c y  in  running b u s in ess .

I t  i s  obvious amalgamation o f  t h i s  type i s  more d i f f i c u l t  than the  form

e r .  I t  was no t prom issing  t h a t  i t  be managed v o lu n ta r i ly  by s o c i e t i e s  

by them selves. Hence l e g i s l a t i o n  was wanted to  promote rearrangem ent 

o f  o rg a n iz a t io n  by amalgamation. At f i r s t  government in tended to  enact 

th e  law in  such n a tu re  as to  d i r e c t l y  promote amalgamation by l e g a l  

power. But C en tra l  Union opposed to  such a t t i t u d e ,  because i t  would 

th r e a te n  to s p o i l  independent c h a ra c te r  o f  the  Movement* A fte r  a l l ,



the  na tu re  of the  law was so changed as only to  give some f in a n c ia l  as

s i s ta n c e  to v o lu n ta r i ly  i n i t i a t e d  schemes. So f a r  as we have gone,

t h i s  p rocess  may be p ra is e d  as a ty p ic a l  example o f  securing  our 

independence, Real s t a t e  o f  a f f a i r s  in  p r a c t i c e  a f t e r  t h a t  can by no 

means be proud o f  in  t h i s  re s p e c t ,  fo r ,  in  s p i t e  of the  e f f o r t  by 

C en tra l  Union, lo c a l  s o c ie t i e s  used to  s t a r t  to  amalgamate themselves 

w ith neighbouring s o c ie t ie s  i n f l a t e d  not by themselves but by p refectu ra l 

governmental o f f i c i a l s  or mayors of towns and v i l l a g e s .

Anyhow, t h i s  law has been so e f f e c t iv e  th a t  number of m ulti-pu rpose  

s o c i e t i e s  decreased  from 13,000 to 7,500  in  th ese  y ears .

The law lay s  down, in  the main, c o n su l ta t iv e  and adv isory  s e rv ice

fo r  proper p lann ing  and subsidy fo r  the expense needed in  proceeding

amalgamation, such as expense for ( l)  gain ing  f a s c i l i t i e s  e f f e c t iv e  

f o r  amalgamation (2) fo r  bus iness  co n su l tan ts  sen t  from p r e f e c tu r a l  

c e n t r a l  union to  lo c a l  s o c ie t i e s  (3 ) o f  p r e f e c tu r a l  government to  give 

guidance to  s o c i e t i e s  in  t h e i r  p lann ing . E f fe c t iv e  term of t h i s  law 

i s  ending a t  the  end o f next M«*rch (1966). P r e f e c tu ra l  c e n t r a l  unions 

and some s o c ie t ie s  o f c e r t a in  d is t r ic t ,  where they have not gained 

d e s i r a b le  success ,  a re  t ry in g  to  prolong the term, and, on the co n tra ry ,  

in  the  d i s t r i c t s  where they a re  p ro p e l l in g  the  p rocess  in  urge aiming 

a t  the  end o f the  term, they d o n ' t  agree with the  movement to pro long, 

being  a f r a id  o f  the  speed o f  process would be slow do»m by doing so.

We can see dependent a t t i t u d e  of some eo-operators in  these instan ces  

mentioned h e re .

THREE ACTS FOR RECONSTRUCTION OF CO-OPERATIVE ORGANIZATIONS

(By 'r e c o n s t r u c t io n '  i t  i s  meant to  make dying s o c ie ty  and fe d e ra t io n

a liv e )

Though th e se  a c ts  a re  no t v a l id  a t  p re s e n t ,  they  p layed very  im portan t
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r c le  for the  Movement severa l years ago. iis mentioned above, quite a 

number of s o c ie t ie s  f e l l  in to  d i f f i c u l t y  in  running t h e i r  business  soon 

a f t e r  t h e i r  s t a r t  under tho new Law. Some o f  them came to  dead c r i s i s .  

C o-opera tive  a s s o c ia t io n ,  as a whole, t r i e d  to  rescue  them, a t  f i r s t  

by th e ir  own e f f o r t ,  by o rgan iz ing  s p e c ia l  committee to f in d  e f f e c t iv e  

remedy for the  c o n d it io n .  To some e x te n t ,  they  did- succeed, but s t i l l  

many s o c i e t i e s  s e r io u s ly  wounded l e f t  uncured.

Hence governmental a id  was wanted. An a c t  to  o f f e r  p roper a id  to  them, 

c o n s i s t  mainly o f  f in a n c ia l  a s s i s ta n c e .  Again some o f  them were rescued 

and some l e f t .  Then another a c t  was enacted which i s  s tro n g e r  than the

former. On the  o th e r  hand, managemental co n d itio n  o f  p r e f e c tu r a l

fe d e ra t io n s  f o r  marchandizing were found to  be as bad as t h a t  o f  l o c a l  

s o c i e t i e s .  One more a c t  was enacted to  rescue  them in  p a r a r e l l  with 

the  f i r s t  a c t  o f  t h e i r s  k ind .

Those unsound co n d it io n s  had been so widespread and s e r io u s  that but for  

th e se  three a c ts  our Movement would not be able  to develope as i t  did.

(2) LAWS AND ACTS INDIRECTLY DELATED WITH THE MOVEMENT

a. concerning to  a g r i c u l tu r e

1. A g r ic u l tu ra l  Land Law

2. Land Improvement Law

3. A g r ic u l tu r a l  Improvement a s s i s ta n c e  Law

4. A gricu ltu ra l Improvement Fund A ss is tance  Law

y. F r u i t  P roduction  Promotion S p ec ia l  Measure Law.

6. Sweet s t a f f  S p ec ia l  Measure Law.

7. Dairy Fanning Promotion Law

3. Chiki.-n r a i s i n g  Promotion Daw

9. a g r i c u l t u r a l  M echanisation Promoaion Lav/

10. A gricu ltu ra l M odernization Fund A ssistance Law



11. F e r t i l i z e r  P r ice  S ta b i l i z a t io n  Law

12. S tap le  Food Management Law

13. Feed s t a f f  Supply and Demand S ta b i l i z a t io n  Law

14. A g r ic u l tu ra l  Commodity P r ice  S t a b i l i z a t io n  Law

15. A g r ic u l tu ra l  Damage Compensation Law

16. Law f o r  the  C en tra l Cooperative Bank fo r  A gricu ltu re  and F ores try

17. A griculture F o res try  and F ish e r ie s  Fiance Cooperation Law

b. Exceptional advantage in  some laws

M iscellaneous Laws concerning Anti T rust Monopoly Law 

Monopoly R e s t r i c t io n  Law

( J u r id i c a l  ta x ,  Local tax ,  Municipal p ro p e r ty  ta x ,  Stamp duty)

11 GOVETMEfJTA and semi- governmental o rg a n iz a t io n s

(1) MINISTRY OF AGRICULTURE

S ec tio n  of A g r ic u l tu ra l  Co-operative  A sso c ia t io n ,  Department of Agri

c u l t u r a l  P o licy  i s  s p e c i f i c a l l y  re sp o n s ib le  to the  Movement, to say 

n o th ing  o f  t h a t  every s e c t io n  o r department of co -o p e ra t iv e  unions and 

f e d e r a t io n s  has t h e i r  own communication with those  o f  M in is t ry  r e s p e c t 

iv e ly .  The' every  s e c t io n  has 45 s t a f f s  and seven s u b -d iv is io n s ,  which 

may be c l a s s i f i e d  in to  th re e  by t h e i r  n a tu re ,  namely,

Legal a f f a i r s :  approval o f  in c o rp o ra t io n  and d i s s o lu t io n ,  i n t e r 

p r e ta t io n  o f  a r t i c l e s  o f  laws and a c t s ,  keeping good 

running o f  laws.

S u b s id iz in g :  subsidy fo r  amalgamation o f s o c i e t i e s ,  subsidy to

p r e f e c t u r a l  governments fo r  t h e i r  a u d i t t in g  b u s in ess ,  

subsidy to  Unions fo r  t h e i r  s u p e r v is o r s '  expence.

Audit mainly r e l a t e d  with subsidy .

G u id an ce ,  c o n s u l ta t io n  and o th e r  s e rv ic e s :

This f i e l d  i s  o f  i n t e r e s t i n g  c h a r a c te r .  O f f i c i a l s
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are  tu to rs  in  some occasion and a r b i t r a t o r s  between 

various  co -o p e ra t iv e  o rg an iza tio n s  when they have 

any t ro u b le  or d isp u te .  Though the  l a t t e r  looks 

l i k e  t r i f l i n g  m a tte r ,  i t  i s  a c tu a l ly  an im portan t 

fu n c tio n  o f  t h i s  s e c t io n .  I t  fu n c tio n es  as lu b r i c a n t .  

The M in is try  has seven re g io n a l  o f f ic e s  which cover the  whole country .

They also  have the  s e c t io n  o f  c o -o p e ra t iv e s .

A u d it t in g  b u s in ess  o f  M in is try  i s  a c tu a l ly  c a r r ie d  on by these  o f f ic e s  

by f i f t y  a u d i to r s  and t h e i r  a s s i s t a n s  ( in  a l l ) .

(2) PREFECTURAL GOVERNMENT

At th e  beginning o f  the  Movement under new Co-opera tive  Law, every Pre

f e c tu r e  has independent s p e c i f i c  s e c t io n  fo r  c o -o p e ra t iv e s .  At p re s e n t ,  

however, on ly  th re e  p r e fe c tu re s  has, t h a t  i s  to  say, in  m a jo r i ty  o f  p re 

f e c tu r e s ,  one o f  s u b -d iv is io n s  o f  r e l a t i n g  s e c t io n  i s  re sp o n s ib le  to  co

o p e ra t iv e s .

Two reasons a re  presumable: n e c c e s s i ty  o f  governmental a s s i s ta n c e  has

decreased  s in ce  those  th re e  a c t s  on ' r e o r g a n iz a t io n '  had revea led  t h e i r  

e f f e c t ,  the n a tu re  o f  a d m in is t r a t io n  has changed g rad u a l ly  from p re 

f e c t u r a l  autonomy to  c e n t r a l i z a t i o n .  Anyway, s e rv ic e s  o f fe re d  by p re 

f e c t u r a l  o f f i c i a l s  a re ,  to some e x ten t ,  s im i la r  to  those  o f  n a t io n a l  l e v e l .  

By the  way, p r e f e c t u r a l  governments have t h e i r  own subsidy , which a re ,  

by th e  case , r e - s u b s id iz e d  by the M in is t ry .

(3) AGRICULTURE, FORESTRY AND FISHERY FINANCE CORPORATION 

This i s  a semi-governmental i n s t i t u t i o n  f o r  lo an ing  governmental fund, 

e s ta b l i s h e d  on the  b a s is  o f  'A .F .F . f in an ce  C orporation  Law1. O r ig in a l  

fund i s  managed by govermaental investm ent, borrowings from N ationa l 

Bank and from P os t O ff ice  L ife  Insurance  System, e tc .

Loan i s  is su ed  m ainly to  com paratively  long termed or l a r g e  sca led

-3-



undertaking. I t  d if fe r s  froir. A gricultural Central Bank in th is  respect, 

as well as many other d ifferen ces .

I l l  F i d . d m  _L niabldj iUieij

Seme p oin ts on t h i s  su b je c t  have been re-fercd above. P r e t ty  la rg e  r o r t i c n  

o f  a g r ic u l tu r a l ,  laws and a c ts  more or le s s  backed up by fin a n c ia l a id .

I t  must, however, be given a t t e n t io n  to  that n a t io n a l  p o licy  on f in a n c ia l  

a id  fo r  a g r ic u l tu r e  in  general had changed very much some years  a f t e r  the 

War. Before and soon a f t e r  the War, government gave f i n a n c i a l  aid main

ly  in  the fcrm of ' su b sid y '. Now amount o f subsidy i s  only l i t t l e .  Main 

a s s is ta n c e  i s  o f fe re d  in  the  form c f  ' l o a n ' .  The change o f p o lic y  depends 

p a r t l y  on th a t  government considered a g r i c u l tu r a l  economy had grewn so 

far  as to be adaptable to  loan  system, and p a r t ly  on educational con

s id e r a t io n ,  as i t  were, to t r a i n  farmers to be accustomed to modern 

processes in  c a p it a l i s t ic  economy. There i s  a lso  another type o f  a s s i s t 

ance which has the  n a tu re  o f  a k ind  o f  in d i r e c t  subsidy, such as fund fo r  

s ta b il iz a t io n  of p r ic e  of a g r i c u l tu r a l  p roduc ts ,  subsidy f o r  i n t e r e s t  and 

so on.

IV  EDUCATION

C o-opera tive  educa tion  depends l i t t l e  on governmental a id ,  having long  

h i s to r y  o f  i t s  own, though, as fo r  i t s  q u a l i ty ,  i t  has not reached the 

l e v e l  to be con ten ted  w ith . There a re  as many educational in s t i t u t e  as 

the  number o f  p r e f e c tu r e s ,  47 in  a l l ,  35 o f which belong to  p refectu ra l 

government and the  r e s t  to  p r e f e c t u r a l  c e n t r a l  un ion . The l a t t e r  i s  not 

su b s id ized  a t  a l l .  Each o f th ese  i n s t i t u t e s  has only one o r  two f u l l 

time s t a f f s  and some p a r t - t im e  l e c t u r e r s  most o f whom are  co-operative  

o r  governmental o f f i c e r s .  Term i s  m ostly  th ree  o r  s ix  months, a t  long

e s t ,  no t lo n g e r  than a y ear .  Number of students are  decrasing of these  

yea rs . They can not be sa id  to  have high weight in  whole educational

-9,



There i s  sch o la rsh ip  system f o r  s tu d en ts  o f  above s t a t e d  i n s i t u t e s ,  co

o p e ra t iv e  College and another school of a g r ic u l tu r e  and a g r icu ltu ra l co

o p era tiv es, a lso  sponsored by government. Government inv es ted  fund to a 

s p e c i a l l y  organized committee f o r  sch o la rsh ip  about te n  years  ago, and 

the  committee has made use of i t s  f r u i t s .  This system i s  b e t to r  than 

n o th in g , of course , b u t  f a r  behind favourab le  co n d ic t ion .

activity in the Movement.

-10-
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In  th e  d e v e lo p in g  c o u n t r ie s  th e  n eed  f o r  th e  eco n o m ic  grow th  
c a u s e s  in c r e a s e d  govern m en t i n t e r v e n t i o n  a lm o s t  i n  th e  aH f i e l d s  
o f  th e  p e o p l e ' s  a c t i o n s . .  D evelop m en t becom es m ore p la n n e d  and  
d i r e c t e d .  In  n e a r ly  a l l  c o i i r t r i e s  o f  t h i s  r e g io n  c o o p e r a t iv e s  
a r e  form ed  u n d er  a s p e c i a l  la w  c o n t a in in g  more or l e s s  d e t a i l e d  
p r o v i s i o n s  r e g a r d in g  t h e i r  m eth od s o f  o p e r a t io n  and d e f i n i n g  
t h e i r _o b l i g a t i o n s  and p r i v i l e g e s  w i t h in  th e  s c o p e s  aim ed by t h e  
s t a t e  1

B ut u l t im a t e  c o n t r o l  i s  e x e r c i s e d  by t h e  govern m en t u n d er  
t h e  r e l e v a n t  l e g a l  p r o v i s i o n s .

Above a l l ,  A g r ic u l t u r a l  C o o p e r a t iv e  Movement in  K orea h as  
b e e n  a c t u a l l y  s t a r t e d  from  t h e  i n i t i a t i v e  o f  t h e  G overnm ent. 
T h e r e fo r e  th e  r e s p o n s i b i l i t y  and th e  r o l e  o f  t h e  G overnm ent i n  
t h e  d e v e lo p m e n t o f  C o o p e r a t iv e s  a r e  e s s e n t i a l l y  im p o r t a n t .  In  
g e n e r a l ,  G overnm ent can  c o n t r ib u t e  t o  th e  d e v e lo p m e n t o f  C ooper
a t i v e s  in  th e  w ays o f :

1 .  L e g a l i z i n g  th e  c o o p e r a t iv e s

2 .  E d u c a t io n  and p r o m o tio n
C o o p e r a t iv e s  e d u c a t io n  f o r  s e l f - d i r e c t i o n  o f  t h e  member 
fa r m e r s
To g e t  u n d e r s ta n d in g  from  t h e  g e n e r a l  p u b l i c  
To t r a i n  m anagem ent t e c h n i c i a n s  and l e a d e r s

3 .  F inan  c ih g

If. S p e c i a l  l e g a l  p r o v i s i o n s  g i v i n g  c o o p e r a t iv e s  
C o n s id e r a b le  fa v o u r s  f o r  t h e i r  o p e r a t i o n s .

/ .
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I n  K o rea , ta k in g ; p a t e r n a l i s t i c  a t t i t u d e  to w a rd  C o o p e r a t iv e s  
t h e  go v ern m en t p la y s  th e  m o st im p o r ta n t  r o l e  f o r . t h e  d ev e lo p m e n t  
o f  th e  c o - o p s  and g iv e  s u p p o r t  and h e lp  in  many w a y s .

The m a jo r  i t e m s  can  be l i s t e d ’ a s  f o l l o w s :

1 )  The p r o t e c t i o n  p r o v i s i o n s  on t h e  c o n s t i t u t i o n a l  la w ;

.................. A c c o r d in g , to . .Korean C o n s t i t u t io n  A r t i c l e  1 1 5 ,.  th e  s t a t e
i s  t o  b r in g  up c o o p e r a t iv e  o r g a n iz a t io n  on th e  b a s i s  o f  
s e l f - h e l p  and we k eep  p o l i t i c a l  n e u t r a l i t y .

2 ) The p u rp o se  o f  A g r ic u l t u r a l  C o o p e r a t iv e  Law is  t o  a s s u r e  
t h e  b a la n c e d  d e v e lo p m e n t o f  th e  n a t i o n a l  econom y by  
i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c t i v i t y  and im p rove the  
e co n o m ic  and s o c i a l  s t a t u s  o f  fa r m e r s  th ro u g h  th e  in d ep er d c  
c o o p e r a t iv e  o r g a n iz a t io n s  o f  fa r m e r s .

G overnm ent i s  e s t a b l i s h i n g  f o l l o w i n g  a r t i c l e s  i n  o r d e r  to  
p r o t e c t  and f o s t e r  A g r ic u l t u r a l  C o o p e r a t iv e s  M ovem ent.

a .  E x em p tio n  from  th e  l e v y  o f  t a x e s :
The incom e and t h e  p r o p e r ty  o f  th e  C o o p e r a t iv e s  and 
th e  F e d e r a t io n  s h a l l  be exem p ted  from  t a x e s .

b .  A l l  th e  m i n i s t e r s  o f  G overnm ent s h o u ld  a c t i v e l y  
su p p o r t  th e  b u s in e s s  o f  th e  C o o p e r a t iv e s  and th e . 
F e d e r a t io n ,  and s h a l l  p r o v id e  p u b l i c  f a c i l i t i e s  o f  
F a t io n a l  G overnm ent and l o c a l  g o v ern m en ts  f o r  t h e i r  
u s e . . .

c .  The G overnm ent may g r a n t  s u b s i d i e s  n e c e s s a r y  fo r . th e  
b u s in e s s  o p e r a t io n  o f  th e  C o o p e r a t iv e s ,  a n d  th e  
F e d e r a t io n  w i t h i n  th e  sco p e  o f  i t s  a n n u a l b u d g e t .

d . The p r e s id e n t  o f  th e  F e d e r a t io n  may. p r e s e n t  t o  th e  
G overnm ent b i s  reco m m en d a tio n s  r e g a r d in g  d e v e lo p m e n t  
o f  C o o p e r a t iv e s  and F e d e r a t io n ,

e„ C o o p e r a t iv e s  e n jo y  some s p e c i a l  p r i v i l e g e s  on  i t s  
b u s in e s s  t r a n s a c t i o n s ;  th e  p r o v i s i o n s  o f  t h e  K orea  
I n s u r a n c e  D e c r e r , th e  G ra in  M anagem ent Law, th e  K orean  
S e r i c u l t u r a l  D e c r e e , th e  S m a l l - S c a le  T r a n s p o r t a t io n  Lav 
t h e  A u to m o b ile  T r a n s p o r t a t io n  B u s in e s s  Law, th e  C en tra l 
W h o le s a le  M arket Lav and F o r e ig n  T rade Law shaL 1 n o t un
a p p l i e d  t o  th e  C o o p e r a t iv e s  and th e  F e d e r a t i o n .

3 )  G overn m en t■Funds

The lo a n a b le  fu n d s  a v a i l a b l e  t o  t h e  F .A .C .F . a r e  l i m i t e d .  
P F A .C .F . n e e d s  a tr e m en d o u s  am ount o f  fu n d s  to  m e e t

/ . . • .
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fa r m e r s ' lo a n  iv-cm iron1'.n ts  and t o  p r o v id e  n e c e s s a r y  
m a t e r i a l s  f o r  b u s in e s s  o p e r a t io n  o f  C o -o p s .

The G overnm ent fu n d s  i n  196V am ounted t o  1 5 ,8 P 0  m i l l i o n  won 
and t h e  b o r r o w in g s  from  th e  Bank o f  K o rea , 5 ,2 5 6  m i l l i o n  v r n .  
The a b ove  t o t a l  amount shows 6 9 .5 ^  o f  th e  s o u r c e s  o f  lo a n a b le  
fu n d s  o f  F .A .C .F .

V) B u s in e s s  e n t r u s t e d  by th e  G overnm ent:

The c o o p e r a t iv e s  a r e  e n t i r e l y  u n d e r ta k in g  th o  o p e r a t io n  
and d i s t r i b u t i o n  o f  f e r t i l i z e r ,  t h a t  i s  e x c l u s i v e l y  
f r a n c h a is e d  by g o v ern m en t. T h is  i s  a im ed to  p la n t  th e  
r o o t s  o f  c o o p e r a t iv e  b u s in e s s  among fa r m e r s , and a l s o  p la y s  
v e r y  im p o r ta n t  r o l e  i n  b u s in e s s  t r a i n i n g  o f  c o o p e r a t iv e s '  
e m p lo y e e s .

The R ic e  L ie n  lo a n  program  w h ich  i s  s t a r t e d  on  t h e  G overan en t 
A g r ic u l t u r a l  p o l i c y ,  i s  v e r y  im p o r ta n t  i n  aiming t o  b e t t e r  
t h e  r u r a l  econom y by s t a b i l i z i n g  th e  g e n e r a l  p r i c e  l e v e l  
th r o u g h  m a in t a in in g  a f a i r  l e v e l  o f  r i c e  p r i c e .  And i t  h as  
b een  im p lem en ted  s u c c e s  f u l l y  i n  e v e r y  g r a in  y e a r  by  
l i n k i n g  o f  m a r k e tin g  and c r e d i t  s e r v i c e  i n  A g r ic u l t u r a l  
C o o p e r a t iv e s .

5) G uidance and S u p e r v is io n

G overnm ent c o n t r ib u t e s  a g r e a t  d e n i  t o  h e lp  A g r i c u l t u r a l  
C o o p e r a t iv e s  on th e  b a s i s  o f  i t s  e s t a b l i s h m e n t  and b u s in e s s  
o p e r a t io n .  On t h e  o th e r  h an d , th e  C o o p e r a t iv e s  d e s e r v e  
th o  p r o p e r  g u id a n c e  an d  s u p e r v i s io n  by t h e  G overn m ent.

P r o b le m s s

1 ) I t  s h o u ld  be f r o z e n  t o  a rg u e  w ith  r e g a r d s  to  a s s e s s m e n t  o f
in com e t a x e s  t o  A g r i c u l t u r a l  C o o p e r a t iv e s .

2 )  In t h e  p r i c e  d e t e r m in a t io n  o f  th e  farm  p r o d u c t s ,  t h e  r e p r e s e n t 
a t i o n  o f  th e  v o i c e  o f  th e  fa r m e rs  th r o u g h  t h e  c o o p e r a t iv e s
s h o u ld  be e x te n d e d .

3 )  The G overnm ent sh o u ld  f in a n c e  more fu n d s  f o r  d e v e lo p m e n t o f  
C o o p e r a t iv e s  ( E i t h e r  lo a n s  o r  g r a n t ) .

*+) S u p e r v is o r y  a u t h o r i t y  o f  the G overnm ent s h o u ld  be c o o r d in a t e d  
and h a r m o n iz e d .

5) Some o f  t h e  c o o p e r a t iv e  b u s in e s s  are o p e r a te d  f o r  t h e  govern m en t 
a s  t h e  a g e n c y . When th e  c o o p e r a t iv e  i s  e n g a g e d  i n  t h e  govern m en t  
e n t r u s t e d  b u s i n e s s ,  g o v ern m en t s h o u ld  p r o v id e  a l l  t h e  n e c e s s a r y  
c o n d i t io n s  and th e  program  3 io u ld  be u n d e r ta k e n  on t h e  sou n d  
and r e a s o n a b le  c o n t r a c t  b a s i s .
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Hicononiic Background

Jep a l  i s  predominantly a g r i c u l t u r a l  country. 9A'/° of i t s  popu la tion , which i s  
approxim ately 10 m il l io n ,  f in d  employment in  the  a g r i c u l t u r a l  s e c to r .  I t  i s  the 
base o f  our economy, because 66> of our n a t io n a l  income come from t h i s  primary 
in d u s t r y .

The o v e r - a l l  development of our economy i s  dependent upon the development of 
a g r i c u l tu r e .  Increased  a g r i c u l t u r a l  p ro d u c t iv i ty  i s  the  b a s ic  source of c a p i t a l  
accum ulation. In  the  i n i t i a l  s tag es  of our development, a g r i c u l tu r e  i s  tne  only 
source from where funds req u ired  fo r  b u ild in g  economic and s o c ia l  in f r a s t r u c tu r e  
and a lso  fo r  the  expansion of i n d u s t r i a l  sec to r  can be tapped,

do fa r - r e a c h in g  economic development xs l ik e ly  to  occur in  a developing country 
l ik e  depal u n t i l  the  farming methods and output of a g r ic u l tu r e  f i r s t  undergo 
improvement. This needs the  change in  the  a t t i t u d e  of farm ers a lso  towards new' 
farming techn iques  ana a lso  the  p ro v is io n  of f inance  needed f o r  b r ing ing  i n  such 
a change in the methods of c u l t iv a t io n ,

s i t u a t i o n  Regarding Cooperative Movement

with a view to  broaden the  scope of economic growth of the  a g r i c u l t u r i s t s  by 
a c c e le r a t in g  the  pace of c a p i t a l  form ation  in  the  r u r a l  s e c to r  through the  
coopera tive  s o c ie t i e s ,  a department of Cooperatives was e s ta b l i s h e d  in  the  year 
1955 . --s very  ty p ic a l  to  t h i s  re g io n  o f t h i s  reg io n  o f the  world a conventional
approach was th e re  so f a r  as the emphasis on m u lt ip ly in g  th e  number of th ese  
s o c i e t i e s  r a tn e r  than  p u t t in g  emphasis on i t s  q u a l i t a t i v e  growth was concerned. 
Jpto 1961 emphasis on such m u l t ip l ic a t io n  was the  key note of the  po licy  adopted 
by the  then  r u l i n g  p a r ty .  Tnis po licy  had i t s  in h e re n t  d e f e c t .  The b u ild in g  of 
i n f r a - s t r u c t u r e  need f o r  a su s ta in ed  growth of the  movement could not keep pace 
with i t s  h as ty  m u l t ip l i c a t io n ,  a s  a r e s u l t  most of these  coopera tive  s o c ie t i e s  
n a tu r a l ly  could not a t t a i n  a s tag e  of economic v i a b i l i t y .  On the  b a s is  of t h e i r  
poor performance i t  can be sa id  t h a t  they have f a i l e d  to  some ex ten t  to  accomplish 
the  ta sk  they were e n tru s te d  w ith.

This  could be co rrec ted  only when a new approach was adopted i n  th e  form ation  ox 
th e  po licy  reg a rd in g  coopera tive  movement by th e  new government. This new 
Government i s  h ig h ly  o r ie n te d  towards the  philosophy of Panchayat Democracy 
i n i t i a t e d  by our King mahendra. S trongly  b e l ie v in g  in  th e  fundamental r i g h t s  of 
th e  people the p re sen t  Panchayat o r ien ted  Government had a lread y  s t a r t e d  a s s o c i a t i  
th e  common man i n  the  a d m in is t ra t io n  of the  Government and the implem entation of 
a l l  the  p lan s  and programmes by d e c e n t r a l i s in g  the  a d m in is t ra t iv e  and f in a n c i a l  
a u th o r i ty  in  20 out of 75 development d i s t r i c t s .  *»JL1 the  development programmes 
a re  now being  implemented by D i s t r i c t  and v i l l a g e  l e v e l  Panchayats (C ouncils ) .  
These Panchayats, e tc ,  have lo c a l  e le c te d  r e p r e s e n ta t iv e s  as t h e i r  c o n s t i tu e n ts .  
*>.11 l e g i s l a t i v e  powers v e s t  w ith  the  N a tional Panchayat -  th e  house of Represen
t a t i v e s  a t  the  n a t io n a l  l e v e l .
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economic measures l ik e  Land Heform and coord ina ted  a g r i c u l t u r a l  development 
programmes are b e in 0 implemented through th e se  lo c a l bo d ies .  _ compulsory 
saving  program s has boon s t a r t e d  through v i l l a g e  l e v e l  Panchayats . The 
c o l l e c t io n  i s  very s a t i s f a c to r y .  These Panchayats were even instrum ental m  
the  c o n s t ru c t io n  o f s to rag e  by lo c a l  e f f o r t s .  This saving scheme has enabled 
tne  farm er in  g e t t in g  out of the  clu tch es o f the ind igenous as w ell as fo re ig n  
money le n d e rs .  The farmers have been ab le  to  t i d e  over the  food c r i s i s  caused 
by drought in  c e r t a in  d i s t r i c t s .

ih e  coopera tive  s o c i e t i e s  a re  now c a l le d  f o r  taking' a prominent ro le  m  the 
above p ro g r a m s s .  They are  b e in g teo rg an ised  in to  m ultipurpose  coopera tive  
s o c i e t i e s .  They w il l  fu n c t io n  mainly as th e  supply cen tre s  f o r  a g r ic u l tu r e  
in p u ts ,  namely, improved seeds, chemical f e r t i l i z e r s ,  i n s e c t i c id e s  and improved 
f . ifm i n  p ieuicx i t s ,  and w i l l  a lso  a c t  as the  marie tin g  agents  f o r  t h e i r  members. 
Every owner-fnrmer and te n a n t  who has depsoited  h i s  share of tne  compulsory 
saving w i l l  au to m a tica l ly  become the member of the  m ultipurpose cooperative  
s o c ie ty  a t  h is  Panchayat. The sav ings  c o l le c te d  by the  l o c a l  bodies have got 
to  be t r a n s f e r r e d  to  the  account of th e  s o c i e t i e s  in  the- Cooperative bank, which 
i s  esta b lish ed  by handing over ox the  c r e d i t  fu n c t io n  by the  Department of 
C oopera tives . This  scheme of c a p i t a l  fo rm ation  in  the  v i l l a g e  can now help  the  
co o p era t iv e  so c ie ty  in  g e t t in g  working c a p i t a l  because they can draw on t h e i r  
accounts  to  meet th e  c r e d i t  need of the farm er members fo r  g en era l  c u l t i v a t io n ,  
.us no i n t e r e s t  i s  e i ven on these  d e p o s i t s  and a very  handsome d iv idend w i l l  be 
0iven  to  sh areh o ld e rs ,  th e re  w i l l  be more in c e n t iv e  f o r  converting  th e se  d ep osit  
the  su rp lu s  l e f t  over a f t e r  meeting the c r e d i t  -  i n to  snares  of the  Cooperative 
Bank,

By the  end of th e  Plan p e r io d  (Third F iv e -y e a r  Plan) seme 3,500 m ultipurpose 
coopera tive  s o c i e t i e s  w i l l  bo o rgan ised  a t  v i l l a g e  Panchayat l e v e l .  Over and 
above th e se  primary s o c i e t i e s  th e re  w i l l  be unions of these  s o c i e t i e s  a t  D i s t r i c  
Panchayat l e v e l .  These secondary s o c i e t i e s  a t  D i s t r i c t  l a v e !  w i l l  b e •the  cons
t i t u e n t s  ox the J a t i o n a l  Federal.ion of C ooperatives .

± 4. "V 'o r 1 il/0 t - i 0!Fotlx11î j 0oi -s- 0I1 Gii(i> c m i n i s t r a t i o n  personnel has been
a lread y  under way. member educa tion  programme'has a lso  beon s t a r t e d  through the  
H o ld  o f f i c e r s ,  a t t e n t i o n  on th e se  t r a in in g  programmes has been more co n cen tra t  
m  a l l  the  d i s t r i c t s  where coord ina ted  a g r i c u l t u r a l  development programme has be 
launched. In  t h i s  coordinated approach Departments of C ooperatives , - ^ n c u l t u r e  
and Land Reform nave pooled t h e i r  resources to  ensure a s u b s t a n t i a l  in crease  in  
a g r icu ltu ra l production. The Cooperative bank has undertaken  the r e s p o n s ib i l i t y  
of rase t in e  tho cred it needs of th e  farmers in  r e l a t i o n  to  tne  procurement of 
improved seeds and f e r t i l i z e r s ,  e t c . ,  by him fo r  b e t t e r  farm ing.

Current Problems

( i )  R eo rg in a t io n  of s o c i e t i e s 5

( i i )  management of the ' reo rg an ised  m ultipurpose s o c i e t i e s ;

( i i i )  Training and education;

( iv )  P ro v is io n  of t e c h n ic a l  a s s i s t a n c e  in  connection  w ith  Warehouse and 
minor i r r i g a t i o n a l  canal con s tru c tio n ^

(v) Propogation  of Cooperative P r in c ip le s  in  the i l l i t e r a t e  mass =
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INTRODUCTION

The Cooperative Movement in  M alaysia dates back to  the  year 19 22. a m atter of 
policy,. Government in troduced  th e  Cooperative S o c ie t ie s  Enactment p r im a r i ly  fo r  
the  development and control of t h r i f t  and c re d i t  s o c i e t i e s . This Law was repea led  
in  1948 and a new Law t i t l e d  the Cooperative S o c ie tie s  Ordinance was in troduced  to  
promote tho development o f  a l l  types o f  cooperatives  . At th e  s aino time , Government 
e s ta b l i s h e d  a Department c a l le d  the  Cooperative S o c ie t ie s  Department to  encourage 
and promote the  Movement among the  p eo p le . The Department i s  now one o f the  
D iv is ions  o f  the  M inistry of A gricu ltu re  and Cooperatives. The Commissioner fo r  
Cooperative Development is  tho  Technical H'-ad of tho  D iv is io n . He is  co ncu rren tly  
the  R e g is t r a r  of Cooperative S o c i e t i e s „

Z. Cooperative s o c i e t i e s  are r e g i s t e r e d  under the  Cooperative S o c ie tie s  Ordinance. 
The Commissioner fo r  Cooperative Development , w ith the a ss is tan c e  of h is  o f f ic e r s  
and auditors , helps in  tho growth and development o f the Movement. As R c g is t r  vc > 
he sees to  i t  th  it th e  coopera tives  observe the  Law and t h e i r  r e g i s te r e d  bv-1 :wsg

3. The Movement In  tho pas t  was developed in to  two d i s t i n c t  and sep a ra te  streams -  
r u r a l  .and u rban . There may have been reasons fo r  such an a r t i f i c i a l  d iv i s io n ,  but 
no such reasons e x i s t  any longer now. Two apex o rg a n isa t io n s  serve both the  s e c to rs  
tho Cooperative Apex Bdnk for the  r u r a l  coopera tives  , and tho  Cooperative Ihiion for  
urban c o o p e ra t iv e s , I t  is  proposed to  weld the two s e c to rs  and to  u n i te  then  in to  
one N ational Movement, a S pec ia l  Committee has been s e t  up r e c e n t ly  to  a tten d  to  
t h i s  m a t t e r .

POLICY OF GOVERNMENT TONARDS THE

4. The Movement is  recogn ised  and accepted by the  Government as one of the  p r in c ip a l  
ins trum ents  fo r  the  economic u p l i f t  of the  peop le , p a r t i c u l a r l y  those  l iv in g  in  the  
r u r a l  a re a s .  Government p o l ic y  i s ,  th e re fo re  , to  encourage and s t im u la te  the  growt-i 
o f the  Movement .

5. At th e  same t im e ,  Government s t r i c t l y  m aintains a p o l ic y  of n o n - in te r fe ren c e  an 
th e  i n t e r n a l  a f f a i r s  of th e  co o p era tiv es . There ie no S ta te  co n tro l  at a l l ,  The 
coopera tives  are f ree  to  manage t h e i r  own a f f a i r s  in  accordance with, t h e i r  r e g i s t e r s  
by-law s. They are p u re ly  v o lu n ta ry  and dem ocratic  organisations observing tno  
p r in c ip le s  of the Rochdale P io n e e r s .



6 . I t  is  tho aim o f Government th it tho Movement, should e v en tu a l ly  t  ike upon i t s e l f  
most o f  the  fu n c tio n s  now exerc ised  b.y tho Cooperative D iv is io n ,  A s ta r t  his .dLrcado 
been made towards th is  end. Sever i l  measures have been in tro d u ce d ,  f i r s t l y  to  
improve th e  f in a n c ia l p o s it io n  o f th e  apex org a n isa tio n , and secondly  to  have more 
t r a i n e d  pe rso n n e l  w ith in  th e  Movement,

7„ The Law has r e c e n t ly  been amended to  provide for  compulsory inraiv;.! contributions  
t o  be made both to  th e  apex o rg a n is a t io n  and tn e  Cooperative College of M-JLaysia by 
th e  c o o p e ra t iv e s .  Such c o n tr ib u t io n s  have up to  now been on a v o lu n ta ry  o a s is .  The 
Law fu rth er provides f o r  such amounts t o  be paid  out of the annual a llo ca tio n s  to  
th e  re se rv e  fund w ithout in  any w;ty a f f e c t in g  the  ap p ro p r ia t io n  of annual surpluses 
t o  members.

8 .  The Cooperative College has been expanded t o  provide fo r  a d d i t io n a l  t r a in in g  
f a c i l i t i e s  t o  members of cooperatives- . M:>re and more members are being sen t  averse 
on s tu d y  to u rs  , nnd t o  a t te n d  conferences and sem inars . Such members , who -are. in  the 
s e r v ic e  o f the Government, are  accorded unrecorded leave f a c i l i t i e s  with f u l l  pay to  
enab le  them t o  undertake and to  a t te n d  such t o u r s ,  co n fe ren ces ,  and sem inars .

ASSISTANCE PROVIDED BY GOVERNMENT

9 .  In implementing i t s  p o lic y , Government makes s e v e ra l  s u b s t a n t i a l  c o n tr ib u t io n s  
t o  th e  Movement, Some of tho p r in c ip a l ones are  appended below.

(1 ) a Cooperative D iv ision  of th e  M in is t ry  of A g ricu ltu re  and C oopera tives , 
w ith  a cadre of trained o f f ic e r s  and au d ito rs  , provides prom otional,  
e d u c a t io n a l ,  and su p er /iso ry  a s s is ta n c e  to  c o o p e r a t iv e s „

(2) Cooperatives ere a c c o r l ,  I f re e  r e g i s t r a t i o n  under the  Law.

(3) Cooperatives are exempted from payment of income t a x  and s e v e ra l  
o th e r  forms of ta x e s  , erei stamp d u ty ,

(4 ) Loans on re  iS enable an i moderate terms ire p rov ilo  l to  cooperatives  
t o  a s s i s t  them in  the  fu r th e ran ce  o f  t h e i r  o p e ra t io n s .

(5) Annual g ra n ts  are male ,Available f o r  the  upkeep an i running of the 
Cooperative College o f  M alaysia . Quito l a t e l y ,  s u b s t a n t i a l  ex tensions  
t o  th e  College were male a t  Government expense,

(6) There n e c e s sa ry ,  oa r e q u e s t ,  experienced  o f f i c e r s  of the  Cooperative 
D iv is io n ,  a re  secen led  t c o o p e r a t i v e s  to  a s s i s t  them during t h e i r  
e a r l y  years o f  g ro w th ,

•
(7) Unrecorded leave  f a c i l i t i e s  w ith  f u l l  pay are  accoried  t e  Government 

employees who a t te n d  t r a in in g  c o u rs e s ,  co n fe ren ces ,  ani sem inars ,  
e i t h e r  at home or abroe.l, in  t h e i r  c a p a c i ty  as members of c o o p e ra t iv e s ,

(8) Other Government agencies such as th e  In fo rm ation  Department, Film 
U n i t ,  R a i io ,  and T e le v is io n ,  provide v.irie?. forms of a s s i s ta n c e  in  
the  e lu c a t i e n a l  and p u b l i c i t y  programmes of th e  Movement:.



6 1

ROLE OF COOPER,,pr/d ..i?5X 0RG..iII3.dlI0N3 IN 
COOPERATIVE DEVELOPMENT

10, The p re sen t  ro le  of the -.pox o rgan isa tions  is t-» promote the  ’ovolopnont of 
the  Movement in  con junction  with tho Government. Th:j ro le  i s  so p i iv/, 1 in  a 
number o f  ways, sorao of which are quoted below.,

( ! )  conference of cooperatives is  h e l l  annually  to  I is  cuss anl 
do c ile  on m atters  of common in t e r e s t  to  the  Movement anl to  
re p re se n t  m a t te r s ,  i f  any, to  Government fo r  implement it i o n .

(2) Decisions ma le a t such annual conferences have r e s u l to  I in  tho 
e s tab lishm en t o f  such new sypes of coopera tives  , an l in  the  
m o d if ica t io n  of laws ap p licab le  to  co o p o ra tiv o s„

(3) Other forms of cooperative  conferences anl seminars are organised 
as anl when req u ire  1.

(4) arrangements are male fo r  the  p a r t i c ip a t io n  of cooperatives  
a t such conferences and sem in ars .

(5) )3y being w ell r e p re se n ts  I on tho Board of the  Cooperative 
College of M-JLaysia, th a  a c t i v i t i e s  of the  College are 
promote! towards the  b e s t  i n t e r e s t s  of tho c o o p e ra t iv e s ,

(6) N ew sle tte rs  an l c i r c u la r s  on th e  Movement a t  home anl abroad 
are is sued  a t  p e r io d ic a l  i n t e r v a l s . A molest l i b r a r y  has been 
s e t  up fo r  the  b e n e f i t  ox members of cooperatives and is  being 
g ra d u a l ly  b u i l t  u p .

(7) Loan requirem ents of coopera tives  are  n eg o tia ted  with Government 
anl o th e r  b o d ie s ,  d l l  such loans are han lie .1 by the apex 
o rg a n is a t io n  which d e c i le s  on the  manner and g ran t of loans to  
needy c o o p era t iv e s .

11. -f; n l r e a ly  ex p la in ed ,  the  p o l ic y  of Government i s  to  encourage th e  Movement
t o  look a f t e r  i t s e l f  w ithout re ly in g  much on e x te rn a l  a s s i s ta n c e .  The s tep s  taken  
towards t h i s  d i r e c t i o n  have a lso  been o u t l in e !  e a r l i e r  in  th i s  r e p o r t . I t  w i l l ,  
however, take  time fo r  the  e f f o r t s  to  bear f r u i t f u l  r e s u l t s .  For th e  time be ing , 
t h e r e f o r e ,  w ith  the  l im i te d  resources  it  i t s  immediate d is p o s a l ,  the  ro le  of the  
apex o rg a n isa t io n s  in  cooperative  levelopmont w i l l  no doubt bo l im i te d ,

CONCLUSION

12. Government p o l ic y  o f  encouraging the  growth o f  the  Movement without in  any 
way i n t e r f e r i n g  in  th e  i n t e r n a l  a f f a i r s  o f  the coopera tives  themselves ; ad le i
to  by the  d e s i r e  to  e s t a b l i s h  .an independent Movorasnt, have among o th e r  f a c to r s ,  
co n tr ib u te d  t o  th e  happy t i e s  an l c lose  r e l a t i o n s h ip  th a t  e x i s t s  so w ell betwejn 
th e  coopera tives  and th e  Government. Such gool t i e s  ml r e l a t io n s h ip  n a tu r a l ly  
tend  to  b r ing  about tho d e s i re d  r e s u l t s  fo r  th e  b e n e f i t  of tho  Movement anl the  
coun try  as a w hole.
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I .  Introduction

Government p o licy  toward cooperative developnent in  any country would certa in ly  
depend on what the Government expects the cooperatives to accomplish. I f ,  as in  
some o f the developing countries, i t  i s  used as an instrument of Government 
p o licy  in  the economic sphere, certain, s p e c if ic  le g is la t io n  i s  needed. _ xijn example 
of th is  type ox p o licy  would be when r ic e  procurement and d is tr ib u tio n  or ir r ig a 
t io n  development i s  biven  as a monopoly to Government cooperative in s t itu t io n s .
Undor th ese circum stances, once a monopoly i s  issu ed , the control of in e ff ic ie n c y ,  
dishon esty  and unfair p ra ctices  becomes a major portion of cooperative p o licy . Or 
as in  East Pakistan where cooperatives are involved in  purchasing, processing and 
marketing a c t iv i t i e s ,  they qu ite frequently run in to  unfair and u n eth ica l business  
p r a c tic e s . Since cooperatives tend to have a higher moral code, they are unw illin^  
or unable to  compete in  th is  type of market mechanism. Governments have a respon
s i b i l i t y ,  not only to th e ir  consumers but to  the developing cooperatives, to control 
th ese u n eth ica l p ra ctices  through proper le g is la t io n  and enforcement.

In developing countries there i s  a tendency to  have higher returns to  investment 
in  the in d u s tr ia l sec to r . This can cause disinvestm ent in  the rural areas which 
should in  fa c t  form the base for a n a tion 's  in d u s tr ia l development. One ro le  the 
Government can play i s  to  regu late  th is  flow  o f c a p ita l by taxes in  the in d u str ia l  
sector  and re in v estin g  the c a p ita l in  the ru ra l areas through grants and loans to 
ru ra l cooperatives.

H istory has ind icated  that in  order for  cooperatives to grow and th r iv e , the mor-bera 
should be w ell informed and have a reasonable le v e l  of education both o f a general 
and subject matter nature. The general and extension  educational programmes are 
r ig h t fu lly  a job o f Government to  finance and perhaps execute. Government 
p o lic ie s  dedicated to  increased education make f e r t i l e  s o i l s  in  which cooperative  
can grow.

In order for cooperatives to  f u l f i l l  th e ir  d esired  developmental r o le , good 
transportation  and communications are almost a n e c e ss ity , providing adequate far,, 
to  market roads, p osta l and telephone se r v ic e s , and e le c t r ic i t y  .in rural areas i s  
beyond the scope o f the cooperatives in  most developiJ^g countries u n less the fin an 
cing and leadersh ip  comes from Government. Here too i s ,  in  my opinion, a proper 
in te r e s t  o f Government.



2.

The Government o f Pakistan, and the P rov in cia l Governments o f both East and”West 
Pakistan seem to  be keenly aware of th ese f a c t s .  P o licy  dec lara tion  of the  
Government o f Pakistan on the organ isation  and development of cooperative 
s o c ie t ie s  (February 1962) w i l l  s u f f ic ie n t ly  bear i t  out.

"The sme,ll man must be helped to overcome h is  weakness and Iso la t io n  by jo in in g  
hands w ith other persons o f lim ited 'm ea n s.: He must be" ra ised  in  s o c ia l  sca le  and 
transformed in to  a free  resp ectab le  and s e l f - r e l ia n t  c i t iz e n . The vast resources 
o f human labour and finance which l i e  sca ttered  in  the country should be or;-anise: 
on cooperative b a s is  and sm all producers o f a l l  typ es, farmers, labourers and 
craftsm en should be encouraged to  form cooperative a sso c ia tio n s  in  a s p ir i t  of 
s e l f -h e lp  and mutual aid  sc that they can contribute th e ir  h ighest p o te n tia l to  
the economic and s o c ia l  l i f e  of the country'1, ( i )

I I .  Cooperative Movement in  Pakistan

The Cooperative Movement in  Pakistan, as in  other parts of the Indo-Pakistan
sub-con tinent, d ates back to  the year 1904., in  which the Cooperative ^ct o f India  
was passed with the primary o b jectiv e  of fin d in g  a so lu tio n  to  the chronic problem 
of agricu ltu re  c re d it  through tho organ isation  of coop era tives. The « c t provided 
fo r  the a g r icu ltu re  cred it s o c ie t ie s  of unlim ited l i a b i l i t i e s  of the R a iffe isen  
typ e. The Act was la te r  amended in  the year 1919. The amended xict provided for
the establishm ent of a l l  types of cooperatives -  cred it as w e ll as non-credit
in clu d in g  Central Cooperative Banks w ith lim ited  l i a b i l i t i e s .  This amended Act 
s t i l l  works as the foundation of the cooperative movement in  Pakistan,

I w i l l  tr y  to  g ive an id ea  o f the cooperative movement in  East Pakistan and the 
present p o s it io n  of the cooperatives in  West Pakistan.

I I I .  Cooperatives in  East Pakistan.

nt the time o f P a r tit io n  in  194-7; in  East Pakistan there were 26,664 a g r icu ltu ra l  
cred it s o c ie t ie s .  Most o f them were on the verge o f liq u id a tio n . ' By 1956-57 over 
24-,000 were under liq u id a t io n , ( i i )

The cen tra l banks faced with bankruptcy. The cred it structure almost disappeared.

The cooperative movement in  East P akistan , th erefore , had to  be started  almost 
a fresh . The p ro v in c ia l apex bank was organised in  194-8. fbe cooperative movement 
was reorien ted  in  the l ig h t  of a report o f the Pakistan iig r icu ltu re  Enquiry 
Committee headed by Lord Boyd’Orr (1951-52).

The committee recommended the form ation o f m ulti-purpose s o c ie t ie s  at Union le v e l .  
The reason behind organising  cooperatives at the union le v e l  instead  of at the  
v i l la g e  le v e l  was th at sm allness o f  the primary u n its  o ften  proved uneconomic and

( i )  Source -  East Pakistan Cooperative Union

( i i )  Credit Enquiry Commission Report o f Pakistan, 1959, page 20.



3.

that su ita b le  persons wore not always found w ithin tho small area o f a v il la g e  
for managing the a f fa ir s  of the s o c ie t ie s ,  ( i )

In East Pakistan there were 7,352 s o c ie t ie s  of various types with a t o t a l  member
ship of 1,155,4-21. The. s o c ie t ie s  had a paid-up share c a p ita l amounting to  
Rs. 36>94-6,769/-, members deposit with the cen tra l banks amounting to  
Rs. 282,689,215 t i l l  the end of June 1963. ( i i )

The cooperatives in  East Pakistan now cover d if fe re n t f ie ld s  o f a c t iv i t i e s  as 
enumerated below:

(1) A gricu ltura l C ooperatives: Aims at making the needs o f c red it , marketing and 
supply ava ilab le  to  the farming population who are members of cooperatives.

a g r ic u ltu r is ts  are organised in to  union le v e l  m ulti-purpose s o c ie t ie s  which are 
a f f i l ia t e d  to cen tra l multi-purpose s o c ie t ie s  and/or cen tra l cooperative banks at 
thana, su b -d iv is ion s or d is t r ic t  le v e ls .  The cen tra l s o c ie t ie s  are a f f i l ia t e d  to  
the East Pakistan Cooperative Bank Ltd._, which i s  an apex organ isation .

(2) Rural Cottage Industry Cooperatives: Artisans engaged in  handloon and other 
cottage in d u str ies  are organised in to  cooperative s o c ie t ie s  at v i l la g e ,  union or 
thana le v e ls  according to concentration of such industries in  the area.

Primary in d u str ia l cooperatives are a f f i l ia t e d  to  cen tra l in d u str ia l cooperative  
organ isation  ca lled  the in d u str ia l union which i s  organised at Thana, sub
d iv is io n  and d is t r ic t  le v e l s .  The ob jective  o f these cooperatives i s  to meet the 
cred it needs of the members, to  organise supply of raw m aterials and to  provide 
marketing f a c i l i t i e s  to  In d u str ia l Unions.

( i )  A dm inistrative structure of East Pakistan

Pakistan

Province of 
East Pakistan  

f
D iv is io n s (4 )

Province ox 
West Pakistan

D is tr ic t s  ( l7 )

Sub-D ivisions

Unions

V illa g es

( i i )  Source: Cooperative S t a t is t ic s  & Research^ Cooperative 
Department.



(3) Fishermen1s C ooperatives; Fishermen are organised on v i l la g e ,  f is h in g  area, or 
thana basis according to  the concentration of fishermen in  any p articu lar  area.
The primary cooperatives are gen era lly  a f f i l ia t e d  to  a cen tra l fisherm en's coopera
t iv e s  a t su b -d iv is io n a l ana d i s t r i c t  le v e ls  and in  some cases the prim aries are 
d ir e c t ly  a f f i l ia t e d  with the p ro v in c ia l apex organ isation , the P rovin cia l 
Fisherm en's Cooperative S oc ie ty  Ltd. The P rov in cia l S oc ie ty  supp lies c re d it , 
procures and d is tr ib u te s  raw m ateria ls and helps in  providing -credit f a c i l i t i e s .

(4) Insurance C ooperative; One Cooperative Insurance S ociety  has been organised  
which undertakes insurance of various kinds and for  various purposes. I t  aims at 
u lt im a te ly  providing coverage for crops and liv e s to c k .

( 5 ) Marketing C ooperatives• There are two marketing s o c ie t ie s ,  v iz .  Las t  Pakistan  
Cooperative Jute Marketing Society  L td ., and jiast Pakistan Cooperative Marketing 
S o c ie ty  L td ., to which the cen tra l s o c ie t ie s  and sometimes the primary s o c ie t ie s  
are a f f i l ia t e d ,

(6) Educational a c t iv i t i e s  should occupy a very important p lace in  any cooperative  
movement. The East Pakistan Cooperative Union Ltd, was reg istered  on June 16, 1961 
and form ally inaugurated 011 November 4-?.,-1961, .as an apex..organisation ..of a l l  
cooperatives of Last Pakistan to  meet th is  very important need.

Ji. Government's Role in  Cooperative Development

Since the beginning of the. 2nd Plan (1960-65) Governments both Central and Pro
v in c ia l ,  are taking in te r e s t  in  the development and r e h a b ilita t io n  of cooperatives.

The ex ten t of Government p a r tic ip a tio n  in  th e f i r s t  two F ive-year Plans and i t s  
a llo c a t io n  for the 3rd F ive-year Plan w i l l  show Government's in creasin g  in te r e s t  
in  the f i e l d  of cooperative development.

( i )  During the 1 st F ive-year Plan only two schemes at a cost of Rs. 2,4-68,000/-- 
were taken under the development programme.

( i i )  Durin0 the 2nd Plan period (196O-65) ,  Rs. 110 ,00 0 ,0 0 0 /-*  was provided for  
the im plem entation of 13 p ro jec ts .

( i i i )  The Third Plan p rojection s c a l l  for  the implementation of 17 p ro jects  at 
a t o t a l  cost o f Rs. 2 2 8 ,0 0 0 ,0 0 0 /- .%

B. P r in c ip les  of Government p a r tic ip a tio n  in  
Cooperative development

Government's p a r tic ip a tio n  in  cooperative development i s  based on the fo llow in g  
p r in c ip le s  s

( i )  Training and Education
( i i )  Promotional Work ,

( i i i )  P a r tic ip a tio n  in  Finance and Management
( iv )  iiudit and su p erv ision .

* F igures are for Last Pakistan only .
Source -  . .r t ic le  in  tne d a ily  Morniii^ Jews dated xioveraber 6, 1965, e n t it le d  

'Cooperative Movement in  Last P ak istan ', by M.i-I. Laman, T .^ .a . ,  
R egistrar of Cooperative S o c ie t ie s ,  Last Pakistan.



( i )  Training; & Education; The j*,ast Pakistan Cooperative College and 4 Zonal 
Training I n s t itu te s  have been estab lish ed . The Cooperative Union has bten set  
up and the Cooperative s t a t i s t i c s  and Research organisation  has been organised  
during the 2nd Plan period to  cater to the tra in in g  and educational needs of the 
Governaent o f f i c ia l s  and the Cooperators.

( i i )  Promotional work; Government provides o f f ic e r s  at d ifferen t le v e ls  of the 
cooperative organ isation  for promotional work.

( i i i )  P a rtic ip a tio n  in  Finance and Managements The otate  Bank of Pakistan  
fin ances the short-term  cred it to the P rovin cia l Bank at 3% to finance the centra 
banks which in  turn finance the multipurpose s o c ie t ie s  to give cred it to  the 
members. Government provides long-term loans under development plans for the 
constru ction al work of the cooperatives, to meet old l i a b i l i t i e s  and as working 
c a p ita l. Government a lso  contributes to the share purchase of the apex provin
c ia l  organ isa tion s. 85% of the cred it requirement of the multi-purpose s o c ie t ie s  
come from the Government sources and only about 15% of i t  i s  met from the share 

■capital o f the members.

( iv )  .audits .audit i s  an obligatory function  of the Department of Cooperative. 
I t  ca rr ies  out th is  o b lig a tio n  tnrough i t s  own audit o ff ic e r s  or by appointment 
of"audit firm s to do the au d it.

C. Schemes under Second F ive-year Plan

B esides the establishm ent of the Cooperative C ollege, the 2ional I n s t itu te s , the 
Cooperative Union and the Cooperative S t a t is t ic s  and Research organisation , the 
2nd Plan had the fo llow in g  schemes under development plans.

( i )  The development of cooperative cred it and marketing structure;
( i i )  Development of cooperative land mortgage bank3

( i i i )  Development of f is h e r ie s  cooperative s o c ie t ie s ;
( iv )  Export of f is h  through Khulna Fishermen's Cooperative S ociety;

(v) Development of ser icu ltu re  industry in  Rajshahij
(v i)  Development of brass and b e l l  metal in d u str ies  through cooperatives;

( v i i )  Devel opment of weavers' cooperatives5
( v i i i )  Development o f consumers' cooperatives.

In 1961 the hast Pakistan Jute M ills was esta b lish ed  with the a ss is ta n ce  o f East 
Pakistan In d u str ia l Development Corporation and In d u str ia l Development Bank of 
Pakistan, and during the f i r s t  f iv e  year plan the Eas t  Pakistan Cotton Spinning 
M ills  was developed with the se ttin g  up of calendering machines which now number 
f iv e  in  a l l ,

D. P rojection  for  the Third F ive-year Plan

The h ig h lig h ts  o f the Third Plan development schemes are the s e t t in g  up of a Jute 
b a ilin g  press and one su^ar m ill in  co llab oration  with the East Pakistan Indus
t r i a l  Corporation. Other schemes covering economic a c t iv i t i e s  in  the f ie ld  of 
milk production, s a lt  manufacture, s i lk  industry, cane ind ustry , ju te  transport, 
and housing have been included in  the plan, ( i )

( i )  Source: Cooperative Movement in  East Pakistan by N.M.-Zaman, T .q .^ ., C.S.P. 
(see  fo o t-n o te  on page 4 )■



IV. i». Synopsis of the riest Pakistan Programme

C oopera tives  in  West P a k is ta n  a lso  cover s im i la r  ground and th e  p r in c ip le  of 
Government p a r t i c i p a t i o n  in  coopera tive  e f f o r t s  remains the  same.

They cover the  d i f f e r e n t  f i e l d  of a c t i v i t i e s  which can be b roadly  c l a s s i f i e d  
under th e  fo llo w in g  h e ad s ;

( i )  Banking
( i i )  a g r i c u l t u r e  C red it  and p roduc tion

( i i i )  Consumers' Cooperation
( iv )  P ronotion  of I n d u s t r i e s  ■

(v) T ra in in g  and Zdueation .

Under th e  a g r i c u l tu r e  s u c t io n  they have co o p era t iv es  farming s o c i e t i e s ,  b e t t e r  
farm ing s o c i e t i e s ,  and tu b e -w e ll  s o c i e t i e s .

The tu b e -w e ll  s o c i e t i e s  have a t o t a l  command a rea  of 89,587 ac res  of which they 
have been able  t o  p rovide  i r r i g a t i o n  f a c i l i t i e s  to  57,366 ac res  w ith 256 tu b e -w e ll  
up to  th e  end of September 1965.

There i s  now a c o o p e ra t iv e  sugar m i l l  and a coopera tive  t e x t i l e  m i l l  i n  the  in d u s 
t r i a l  s e c to r  and the  coopera tive  banks p rov ide  c r e d i t  f a c i l i t i e s  to  o th e r  in d u s 
t r i a l  s o c i e t i e s  and in d iv id u a l  members of such s o c i e t i e s  to  conduct t h e i r  b u s in ess

T i l l  th e  end of September 1965^ th e re  were 29., 235 s o c i e t i e s  of d i f f e r e n t  types  
v/ith a t o t a l  membership o f  1,554-,032. The s o c i e t i e s  had paid  up share  c a p i t a l  
amounting to  Rs. 106.68’ m i l l i o n  and working c a p i t a l  o f Rs. 1 ,150.76 m i l l io n ,  ( i )

V. Conclusions

'The c o o p era t iv e  movement in  th e  In d o -P a k is ta n  su b -co n tin en t  has been a .Government 
sponsored movement, i t s  aim was to  m o b ilise  tne people of sm all means, p a r t i 
c u la r ly  th e  r u r a l  farm po p u la t io n ,  to  j o in  to g e th e r  to  poo l t a e i r  en e rg ie s  and 
re so u rc e s  w ith  th e  o b je c t iv e  o f  so lv in g  t h e i r  problems th rough c re a t io n  of s e l f  
s u s ta in in g  o r g a n i s a t i o n s . The r e s u l t s  nave not been uniiorm . Government 
i n i t i a t i v e  made i t  p o s s ib le  in  many p la ce s  to  o rgan ise  good c o o p e ra t iv e s .  In  
E as t  P a k is ta n  the  co o p era t iv e  movement cannot claim to  have succeeded i n  i t s  
o b je c t iv e  as y e t .

Government h e lp  i s n e c e s s a ry  a t  the i n i t i a l  s tag e  and the  h e lp  i s  now forthcom ing. 
But u n le s s  the  Government a s s i s ta n c e  can h e lp  genera te  the  needed v i t a l i t y  i n  the 
movement, i t  may no t lead  us t c  the  d e s i r e d  goa l.

Government i s  p rov id ing  c a p i t a l  and p e rso n n e l  to  s t re n g th e n  th e  apex o rg a n is a t io n s  
so th a t  the apex o r g a n is a t io n s  can In  t h e i r  turn h e lp  their members.. But unless 
good c o o p era t iv e s  a re o rg an ise d  a t  th e  l e v e l s  a t  which s e rv ic e s  and su p p l ie s  w i l l  
h e lp  i n  in c re ase d  p ro d u c t io n  and u n le s s  such o rg a n is a t io n s  can m obilise  t h e i r  
members f o r  p ro d u c tiv e  work the  p u rin g  o f governmental re so u rce s  might go down 
th e  d r a in .

S u p p lie s  and s e rv ic e s  a re  needed bu t u n le ss  su p p lie s  and s e r v ic e s  a re  i n  demand 
and a r t  p ro p e r ly  u sed , mere c r e a t io n  of f a c i l i t i e s  cannot ach ieve  the  end r e s u l t .

( i )  Source': Mo i th ly  P ro g re ss  Report on the  working o f th e  co o p era t iv e  s o c i e t i e s  
In  west P a k is ta n  f o r  September 1965.
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Though some ta n g ib le  e f f o r t  i s  bo ia  node to  r e v i t a l i z e  th e  apox o rg a n isa t io n s ,  
i t  i s  fe a red  th a t  enough a t t e n t io n  i s  not paid t o  b u i ld in g  the ground le v e l
o rg a n is a t io n s .  The- r e s u l t  has been th a t  th e re  a re  l o t s  of coopera tives  but few
of th e se  a re  o rg a n isa t io n s  with the  d r iv e ,  i n i t i a t i v e  and even the d e s i r e  to  
b u i ld  themselves in to  s e l f - s u s ta in in g  o rg a n is a t io n s .

xi.gri c u l t u r e  c r e d i t  i s  a prime need of the  farm er but i t  i s  not h is  only need.
Even to  use the  c r e d i t  p ro duc tive ly  he needs o th e r  s e rv ic e s  and f a c i l i t i e s .
Unless the  coopera tives , can help him in  so lv ing  h is  o th e r  problems a lso ,  i t  
may not be able  to  keep h is  i n t e r e s t  in  the  o rg a n is a t io n  fo r  long. Coopera
t i v e s  should be problem o r ien ted  and i t s  energ ies  d i r e c te d  towards f in d in g  out 
so lu t io n s  of those  problems which bese t the farm er. One example would be, i t  
i s  not enough to  provide c r e d i t  to  a farmer u n le ss  he can be helped to  in c rease  
h i s  p ro d u c tio n . We need to  help  him to  le a rn  b e t t e r  methods, to  secure b e t t e r  
seeds, to  p ro te c t  h is  crop from in s e c t s ,  e t c .  Increased  p roduc tion  may not 
h e lp  him u n le ss  he i s  helped to  ob ta in  a  good p r ic e .  A ll  these  need the 
c r e a t io n  of the  needed se rv ice s  and f a c i l i t i e s .  This i s  d i f f i c u l t  no doubt but 
must be o rgan ised .

Government i s  he lp ing  the  coopera tive  to  e s t a b l i s h  p rocessing  in d u s t r i e s  and 
marketing o r g a n is a t io n s . In  the  developing c o u n tr ie s ,  m anagerial and te c h n ic a l  
s k i l l s  a re  la ck in g .  Government o f f i c e r s ,  i n  most cases, a re  pu t to  ru n  business  
and i n d u s t r i a l  u n i t s .  Government o f f i c e r s ,  as such, g en e ra l ly  make poor bus iness  
managers because by t r a in in g  and t r a d i t i o n  they are  not b u i l t  up to  manage busine 
i n d u s t r i e s .  Without needed t r a in in g ,  Government o f f i c e r s  in  such p o s i t io n s  would 
tend to  weaken the  o r g a n is a t io n s . Therefore , i f  we continue to  use Government 
o f f i c e r s  fo r  managing economic u n i t s ,  a d d i t io n a l  and b u s in e s s -o r ie n te d  t r a in in g  
must be p rovided .

With w i l l  to  succedd and w ith  necessary  s e rv ice s  and f a c i l i t i e s  c rea ted ,  th e re  i s  
no reason  why i t  should not be p o ss ib le  to  use the  cooperative  as a v e h ic le  fo r  
development.

7.
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INTRODUCTION

A. The P h i l ip p in e s

The P h i l ip p in e s} one of tho developing co u n tr ie s  of Asia, has been a sovereign 
n a t io n  s ince  Ju ly  4 , 1946, when i t  gained i t s  independence from tho  un ited  
S ta te s .  The t e r r i t o r y  c o n s is ts  of over 7,000 i s l a n d s ,  la rg o  and sm all, 
and w aters  abounding in  marine l i f e .  The t o t a l  land a rea  i s  around 115,000 
square m ile s ,  and the  c o a s t - l i n e  measures n ea r ly  11,000 m ile s .  So widely d ispersed  
i s  the  P h i l ip p in e  Archipelago th a t  the  northernmost i s l a n d  i s  only 65 rciles 
from Taiwan w hile  tho  so u th o r ip o s t  i s la n d  i s  only 30 m iles  oast  o f  Borneo.

On th e  l a r g e r  o f  th e se  is la n d s  I s  d i s t r ib u te d  a popula tion  of about 30 m il l io n  
c h a ra c te r iz e d  by a ‘high r a t e  of growth and t i g h t  fam ily s o l i d a r i t y .  The 
E i l ip in o s ,  as tho c i t i z e n s  o f  our country  a re  c a l l e d ,  a re  p ro d o a in o n tl"
C h r i s t i a n s , a f a c t  d i r e c t l y  a t t r i b u t a b l e  to  th re e  and a h a l f  c en tu r ie s  
of Spanish c o lo n iz a t io n  and f i f t y  years  of American ru le .

The l e v e l  o f  l i t e r a c y  i s  one of th e  h ig h es t  in  A sia, Eili~»ino being tho 
n a t io n a l  language and E ng lish  a second language which i s  a lso  the  medium of 
i n s t r u c t i o n  in  the  schoo ls .  Spanish i s  req u ired  in  a l l  c o l le g e - le v e l  courses 
and i s  widely spoken by the  e l d e r s .

Our p r in c ip a l  c i t i e s  a re  M anila, tho main p o r t  of e n try ;  Quezon C ity , the  
n a t i o n '3  c a p i t a l ;  and Cebu and Davao, our t ra d e  p o r ts  in the South.

B. Economy

Tho economy of th e  P h i l ip p in e s  has been h i s t o r i c a l l y  rooted  in  a g r i c u l tu r e  
s in ce  befo re  tho  d iscovery  of the  country  in  the  e a r ly  p a r t  o f th e  16th century 
and through 400 y ears  of fo re ig n  domination. As i s  the  case w ith  o th e r  Asian 
c o u n tr ie s  w ith  a c o lo n ia l  p a s t ,  the  succession  of fo re ign  r a l e  has seen no 
e a rn e s t  e f f o r t  on tho p a r t  o f the  c o lo n iz e r  to  r e le a s e  tho  country- from i t s  
accustomed s t a t u s  o f  an a g r i c u l t u r a l ,  prim ary-producing t e r r i t o r y  and market fo r  
f in i s h e d  p roducts  imported from tho  co lon iz ing  c o u n tr ie s .

We bear' no i l l - w i l l  toward our former m aste rs ,  indeb ted  as  we a re  to t h e '
Spanish in f lu e n c e  fo r . our g i f t  o f the  C h r is t ia n  f a i t h ,  to  the  United S ta te s  
f o r  our e d u ca tio n a l  system, and to  both f o r  a workable b a s is  f o r  our p re se n t  
p o l i t i c a l  and le g a l ,  system s.

A g r ic u l tu ra l  produce continue  to  bo the  main export item s of the  country , led  
by sugar .  Wo s t i l l  p rovide a s iz e a b le  p o r t io n  of the  horn requirement of th e  
w orld , and h a l f  o f  the  w o r ld 's  aupply of copra .



During tho p a s t  20 y e a r s ,  howovor, we have sought to  d iv e r s i f y  tho ocorn.mg 
by d i f f i c u l t  i n t e g r a t i o n  toward tho development of in d u s t r i e s  which, tho 
abundant re so u rce s  of th e  country  and tho ex is tence  of donostic  a;'id fo ro i  e 
narkous nay u o l l  s u s ta in .  Tho m a jo r i ty  o f  e s s e n t i a l  p roducts  p re v io u s ly  inoortod  
from th e  United S ta te s  and o th e r  c o u n t r ie s  have s in ce  boon ncolacod b ■ a 
growing number and volume o f i n d u s t r i a l  p roducts  manufactured l o c a l ly .

• A f te r  a p e r io d  of in n o r t  c o n t r o l s ,  thou. exchange n e s i r i e t i  n .s , in r r t i t . i to d  
to  ho Ip  l o c a l  i n d u s t r i e s  not s t a r t e d  and to  c o r re c t  a n o r s i s t c ' t  imbalance 
in  th e  country^s ba lance  i f  moments p o s i t i o n ,  tho  country  d id  owa • with 
economic c o n tro ls  in  1962 and i f  i s  in  t h i s  new atmosphere of oconn ie  
freedom t h a t  tho  P h i l ip p in e s  i s  now on-aeod in  a programme of oeo u lie 
and s o c i a l  development.

The broad o b je c t iv e s  o f  t h i s  oromamme a re  (a) to  r e s to r e  economic s t a b i l e  fg' 
im m ed ia te ly , (b) to  a l l e v i a t e  tho p l i g h t  of the  common man, and (c) to 
e s t a b l i s h  a dynamic b a s is  f o r  f u tu r e  grow th,

Among tho  m u l t i f a r io u s  problem proposed to  bo romodiod w ith in  the f i r s t  
f iv o  y e a r s ,  from f i s c a l  y ea r  196-3 to  19 6 7 , a rc  loir o e r~ c ap i ta  income, a 
h igh  lo v o l  of unomploymont, " re n t  d i s p a r i t y  o f  wealth  and income botwoon the 
r i c h  and tho  p o o r ,  la ck  of fo re ig n  exchange to  moot th e  needs f o r  development, 
l im i t e d  t a x  revenues , low lo v o l o f  c a p i t a l  fo rm atio n , and exp losive  p o pu la tion  
and conges tion  in  th e  urban a r e a s ,  inadequa te  housing f a c i l i t i e s  f o r  tho 
common man, and tho  dominance of a l i e n s  in  th e  domestic end fo ro i: 'n  t r a d e s ,

G. Government

Tho government o f  tho  P h i l ip p in e s  i s  a repub lican  domocracg of the p r e s i d e n t i a l  
ty p e .  I t s  s t r u c t u r e ,  as founded on w r i t t e n  C o n s t i tu t io n a l  bases c o n s i s t s  o i 
th ro e  se p a ra te  and c o o rd in a te  b ranches , namely tho ex ecu tiv e ,  the 
l e g i s l a t i v e  rod tho  j u d i c i a r y .  This t r i p a r t i t e  form i s  p reserved  and kep t 
s t a b l e  by a sep a ra t io n  o f  powers and tho  p ro p e r  ch jcks and ba lances .

The j u d ic iu m  c o n s i s t s  o f  a Supremo Court o:':’ eleven j u s t i c e s  and v a r io u s  
i n f e r i o r  c o u r t s .  The lo  : i s l a t i v o  c o n s i s t s  o f  t in ; Congress oi tho P h i l ip p in e s  
composed o f a Senate  o f  24 members and a house of Poor m m .a f iv e s  of 104- mom j-nrs. 
The members of ‘the  upper chamber o f  Senate a:., o .loo ted  a t  l o r  c fo r  
a term o f s ix  y e a r s  each. Tho members o f  the  lower House a re  e le c te d  by 
c o n g re ss io n a l  d i s t r i c t s  and servo f o r  a term fo r  fou r y ea rs  each.

Our C o n s t i tu t io n ,  w h ile  p rov id ing  f o r  th ro e  branches t h a t  an ; s ep a ra te  and • 
c o -e q u a l ,  a c t u a l l y  g iv e s  preponderance to  the  powers of th e  execu tive  branch. 
Consequently , th e  r e s p o n s i b i l i t y  o f  running tho a f f a i r s  o f  the  '■overment i s  
r‘o i le ra l ly  f ix e d  in  tho  o f f i c e  s f  the  P r e s id e n t .  The P re s id e n t  i s  tho  head 
o f  tho  S t a t e .  Ho i s  e le c te d  by d i r e c t  popu la r  vo te  f o r  a tom;’, o f fo u r  y e a r s ,  
tho p r o h ib i t io n  a g a in s t  two consecu tive  r e o lo c t in n s ,  or th ro e  t e n ' s ,  
se rv in g  to  minimize the  dan 'ors o f  d i c t a t o r s h i p  and the  e v i l s  o f  au tocracy  
and to  f r e e  the  c h ie f  oxecu tivo  mom th e  banefu l in f lu e n c e  or " 'a r t i s a n  p o l i t i c s .

Tho governmental s e t  up on th e  n a t io n a l  l e v e l  i s  fo llowed b a s i c a l l y  on the  
v a r io u s  l o c a l  l e v e l s ,  namely t i e  p r o v i n c i a l ,  tho m unicipal and the o a r r io .
The coun.tr m  $6 p ro v in c e s ,  the  m u n i c i p a l i t i e s  ox toxrns and th a  n e a r ly
30,000 b a r r io s  o r  v i l l a g e s  crnm- a l a r  'o measure o f  autonym" in  a d d i t io n  to 
th e  4-1 c i t i e s  o p e ra t in g  undor t h e i r  own c h a r te r s .



Current p o l i t i c a l  a c t i v i t y  i s  so l id ly  based on a l l  l e v e l s , on a twe--party oyster.:, 
the  two major p a r t i e s  being the  L ib e ra l  P a r ty ,  and tho N ac io n a lis ta  Part;;-.

D. Cooperatives A dm inistra tion

Under th e  execu tive  branch a rc  'the various  Departments each headed Ivy a 
S e c re ta ry ;  and under each department are  the  d i f f e r e n t  bureaus and o f f ic e s  
headed g e n e ra l ly  by a D irec to r .

The a d m in is t ra t io n  of coopera tive  laws, as an execu tive  fu n c t io n ,  
devolves upon th e  Cooperatives A dm inistration O ffice  in  the  cast; o f non- 
a g r i c u l t u r a l  co o pera tives ,/upon  tho A g r ic u l tu ra l  C red it A dm inis tra tion  and 
the  A g r ic u l tu ra l  P ro d u c t iv i ty  Commission. The CAG i s  one o f  th e  bureaus under 
th e  Department of Commerce and In dus try  while tho ACA and tho APC are  
agencies  under the  Land A uthority ,

The Cooperatives A dm inis tra tion  O ffice  has j u r i s d i c t i o n  over a l l  n o n -a g r ic u l tu ra l  
c o o p e ra t iv e s ,  such as c r e d i t  un ions , consumers co o p e ra t iv e s ,  i n d u s t r i a l  
and s e rv ic e  c o o p era t iv e s ,  and th e  v a rious  fe d e ra t io n s  of n o n -a g r ic u l tu ra l  
co o p e ra t iv e s .  This agency adm in is ters  Republic Act No.2023, th e  P h i l ip p in e  
N o n -a g r ic u l tu ra l  Cooperative Act o f  1957, which provides th e  g enera l 
b a s ic  law and co n so lid a te s  and -amends p r io r  laws on n o n -a g r ic u l tu r a l  
co o p e ra t iv e s .  There were as o f  Juno 30 t h i s  y e a r ,  n o n -a g r ic u l tu ra l  cooperatives  
op e ra t in g  in  our coun try , broken down in to  c r e d i t  un ions, consumers 
co o p e ra t iv e s ,  i n d u s t r i a l  coopera tives  and s e rv ice  c o o p e ra t iv e s . The 
secondary s o c io t io s  a re  the  P h i l ip p in e  N ationa l Cooperative Bank, the  
P h i l ip p in e  Cooperative C red it  Union League, and the  P h i l ip p in e  Fed-:ration 
o f  Consumers C ooperatives.

The ACA and the  APC, between which were a l lo c a te d  tho powers and d u t ie s  
o f  tho  new defunct A g r ic u l tu ra l  C red it and Cooperative Financing A dm in is tra tion , 
o r  ACCFA, perform s the  fu n c t io n s ,  r e s p e c t iv e ly ,  o f  financ ing  and promoting 
a g r i c u l t u r a l  co o p e ra t iv e s ,  tlie b e s t  known typo of which i s  the  farmers 
coopora tiv  m arketing a s s o c ia t io n ,  o r  FaCoMa.

This d iv ided  s e t  up in  the  spher,.: o? coopera tive  a d m in is t ra t io n ,  which you 
may co n s id e r  indeed  p e c u l i a r ,  developed in  1962 when Republic Act No.821 
c re a te d  tho  ACCFA. Republic Act No.3844, o therw ise  known as tho A g r ic u l tu ra l  
Land Reform Code, l a s t  y ea r  reo rgan ised  tho  ACCFA and f i t t e d  i t s  fu n c tio n s  
and machinery in to  tho  l a r g e r  framework of th e  a d m in is t r a t io n 's  v a s t  land 
reform programme.

Tho N on-A gricu ltu ra l  Cooperative Movement

The Cooperative Movement o f  th e  P h i l ip p in e s  i s  com paratively young -  i t  i s  baro ly  
f i f t y  y ea rs  o ld .  Unlike in  advanced c o u n t r ie s ,  coopera tive  development in  the  
P h i l ip p in e s  i s  undertaken  by tho Government. Our coopera tives  a re  given w i d e  

l a t i t u d e  in  th e  de term ina tion  of t h e i r  own o b je c t iv e s  and p o l i c i e s ,  however, 
tho  g en e ra l  d i r e c t io n  o f  the  n a t io n a l  e f f o r t  toward coopera tive  development 
i s  l a r g e ly  in  th e  hands o f  the  Government. Right from the  very  beginn ing , the  
Government p rovided  tho  le a d e rsh ip  of' the  Movement. In  i t s  d e s i r e  to  hasten 
the  economic growth of th e  coun try , th e  Government, in  v a r io u s  ways, has 
sponsored th e  o rg a n is a t io n  and development ox coopera tives  through te c h n ic a l  
a s s i s t a n c e ,  su b s id ie s  and o th e r  forms o f in c e n t iv e s .

J_ and i n  th e  case of a g r x c u l tu r a l  c o o p e ra t iv e s ,
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With th e  success o f  tho co o p era t iv es  ab road , tho P h i l ip p in e s  was n o t  slow in 
r e a l i s i n g  tho im portance o f tho m.ovement, The f i r s t  a ttem pt to  in tro d u ce  in  Wo., 
P h i l ip p in e s  tho co o p era t iv e  systou o f bus iness  as in  February of 1915 when 
tho  R ural C red it  Law (Act 2508) vac onactod. I t  paved tho wan' fo r  tho or:;an mmntion 
o f  r u r a l  c r o d i t  co o p e ra t iv e s .  H wo-vor, la c k  m.’ coopera tive  .-ducati'on. and to a in in  
o f  th e  o f f i c e r s  and n f i b e r s ,  in p ro p o r  use o f  c r o d i t ,  d e fe c t iv e  s e c u r i t i e s ,  in
adequate  s u p e rv is io n ,  la c k  of coi n o n sa t io n  of o f f i c e r s ,  e tc .  foredo ooiod t h e s e  
s o c i o t i e s  to  on e a r ly  f a i l u r e .

The second a ttem pt a t  co o p e ra t iv e s  was made when tho Goo lo ra t iv o  Marketin'/ Taw 
(Act 3425) was onactod toward tho end o f 1927. Under t h i s  Law, the  Bureau 00' 
Commerce and L:c lustm  was e n t ru s te d  with th e  duty o f  o r- 'an is in  "aomers' 
c o o p e ra t iv e s  p r im a r i ly  to  he lp  f a m o r s  market t h e i r  produce. Thor, vo':m ICO ^
such a s s o c ia t i o n s  w ith  a t o t a l  membership o f  5,000  f a r r ie rs ,  iu r i rm  tho y e a r ,  only ' • 
33 a s s o c ia t io n s  r e p o r te d  to  the  Bureau o f Conruoroe. The r e s t  of th*. 
a s s o c ia t i o n s  however became in a c t iv e .  This a .a in , i s  duo. to th e  caucus a fo re -  
s t a t e d ,  aggravated  by im sufiio iem cy o f  workiup c a p i t a l ,  inad  ;quo,c:' o f  murketnn • 
f a c i l i t i e s  such as s to ra y e  and t r a n s p o r ta t io n  and d i s lo y a l ty  of norfm rs .  The 
movement apain  f i z z l e d  o u t .

The t h i r d  a ttem p t to  develop co o p era t iv es  in  tho P h i l ip p in e s  was made w ith ton.; 
fo rm ation  o f  the  Consuiiurs / Cooperative Loapue of t] 0 P h i l ip p in e s  in  tho l a t t e r  
p a r t  o f  1933? sponsored by tho  Bureau of Commerce. Before t h i s  a t tem p t,  however, 
th e re  were a l re a d y  o x i s t i n  co o p era t iv e s  o p e ra t in g  s u c c e s s fu l ly  but thoro  was 
no o rgan ized  e f f o r t  toward n a t io n a l  in to p r a t io n .

The coopora tivo  :oove:uont ;ainod impetus in  194-0 when Commonwealth Act No. 5 *5 
was onactod . This Act a llowed f i f t e e n  o r  more p e rso n s ,  c i t i z e n s  oC tl  o P h i l ip p in e s  
o r  of th e  United S ta te s ,  to  f o m  a co o p era t iv e  which fo r  th e  f i r s t  f i v e  years  
o f  i t s  o p e ra t io n  was exeunt fro:: a l l  tax es  and 'overumooit roes  o f whatever nar\o 
and d e s c r ip t i o n .  .Darin:: tho  l a t t e r  p a r t  o f  194-1? the  N a tiona l Cooperative 
A d m in is tra t io n  was c re a te d  as a d i s t i n c t  e n t i t y  to ca r ry  on tho coon o ra t iv o  >)
p r o j e c t .  Much headway had a lread y  omen pained  io; th., ed u ca tio n a l  work under the  
au sp ice s  o f  the  MCA hu t p ro g ress  i/as cu t s h o r t  by the ou tbreak  e f  th e  Second 
World War in  tho P a c i f i c .

Durinu tho  Japanese occupation  of th e  P h i l ip p in e s  th e  work on coopora tivo  
development was co n tin u ed -b u t  w ith  l i t t l e  success .  I:-m ediate ly  a f t e r  l i b e r a t i o n ,  
c o o p e ra t iv e s  were o rp an iscd  throuyh th e  i i ie iy  nicy Control .bh;..i:n;i.stratiou p r i ;n a r i ly  
f o r  tho  d i s t r i b u t i o n  o f  r e l i e f  poods. S u f f ic e  i t  to  s t a t e  t n a t  tho  co o p era t iv e s  
o rg a n ised  durinp th o se  two p eriods  wore no t t r u e  c o o p e r a t iv e s . They f a i l e d  soon 
a f t e r  tho  d i s t r i b u t i o n  o f  r e l i e f  was o v e r .  Tho mover: not sta.mated, an00 
p ra d u a l ly  s l i d  back to  i t s  bo inning  as thousands o f  c o o p era t iv e s  c losed  shop 
duo to  la c k  of f in a n c in  g, mismanagement, d ishonesty  , lack  of coopera tive  
e d u ca tio n  and t r a i n i n j  a::on the  o f f i c e r s  a:od members, v i r t u a l  lack  o f  
su p e rv is io n  o r  lovomment ass is tan .ee  s in ce  th e  w•ji-uxiout was s t i l l  ro co •/o rin  ; 
from th e  e f f e c t s  o f  tho war.

The sad s i t u a t i o n  con tinued  to  tho e a r l ”  1950s who t th e  Cooperatives Adma.:o .is tra -  
t io n  O ff ice  was c re a te d .  The CA0 s t a r  red w ith  i t  d i f f i c u l t  ta sk  of s a lv i  o.on 
whatovor remained o f the  movement. Slowly and / r a d u a l ly ,  th.o movomum. r a l l i e d  
and ra in e d  momentum u n t i l  tho  enactment o f  Aopuolic Act No.s21, separatum" 
tho  a p r i c u l t u r a l  s e c to r .

A S h o r t  H is to ry  o f  th e  Movomnrt



D iv is io n  o f  th e  C ooperative  movement

Tne Cooperative I-ioveiaent sufi'orod a major setback who;- in 1932, ;i I was divided 
in to  two s e c to rs  ; the  a '- r i e u l iu r a l  and the non-a-- r i c u l t u r a l .  The a r ic u lu u -a l  
coopera tives  were placed by R. A. 321 under t!. .; stew ardship  oh tho A uuc I t  ural 
C redit and Cooperatives 'Financin g Admini s t r a t i  o; . A;o ; o n -a ' i  i c  u l f  mal cooperativ  
movement remained under tne  Cooperatives Adjo.iruiuA.raii on O ffice , a lso  a -over'.men f 
agency.

In the  no n --ag r icu ltu ra l  s e c to r ,  the  Government dons no t extend d i r e c t  fi: a n c ia l  
a s s i s ta n c e  to  co o p era t iv es .  The government through the Cooperatives Admi: . s t ra t io :  
O ffice  extends mainly te c h n ic a l  a s s is ta n c e  to coopera tives  and lay s  '••tros.y 
on education and t r a in in g  of o f f i c e r s  and members of co o pera tives .

The movement gained impetus w ith  the  enactment of Republic Act Ho.2023 -A. 195 7 . 
The law i s  a b lu e - p r in t  of the  n o n -a g r ic u l tu ra l  coopera tive  movement provide no 
f o r  tho g radua l t r a n s f e r  of tho general d i r e c t io n  o;' the  movement from tne  
government to  co o p era t iv e s .  Tho law a lso  provides a benevolent atmosphere f o r  the  
development of coopera tives  throuAi tax-oxorriptionc, f ree  ^overnmont s e rv ic e ,  
and many o th e r  p r iv i le g e s  c a lc u la te d  to f o s t e r  t h j rowth of c o o p e ra t iv e s .
I t  was from th i s  s tage  th a t  the  .movement g radua lly  inc reased  i t s  pace towards 
n a t io n a l  development and i s  beginning to  take i t s  p lace  in  the  n a t io n a l  econoau,

The Cooperative Development ? ro ; ramme

The Government r e a l i s e s  th e  f a c t  th a t  the  n o n -a g r ic u l tu ra l  coopera tive  .over .ni 
could p lay  a s i g n i f i c a n t  ro le  in  the  proiiotio" of the  w elfare  and socio-economic 
l i f e  o f  tho  masses by e f f e c t i v e ly  a s s i s t in ' ;  A th e  so lu t io n  c f  the  fo llow ing 
major problems confron ting  the  country 0 l )  usury and the lack  ou c re d i t  
f a c i l i t i e s ,  2 ) the  i n a b i l i t y  of the  people to  p a r t i c ip a t e  l o l l y  in  th e  r  t a i l  
t r a d e ,  3) underproduction  and unemployment. In he l^ ic  solve.: th ese  problems, 
the  n o n - a g r ic u l tu r a l  movement, under tho stew ardship  of the  Cooperatives 
A dm in is tra tion  O ff ice ,  embarked on a cooncrativo  dovolopr.or b programme 
in  l in o  w ith  the  s o c ia l  and economic development programme of the  uovcinu-U/t, 
which fo r  the  purposes of s im p l ic i ty  i s  d iv ided  in  to f iv e  major p a r t s  f. 
f in a n c e ,  r e t a i l  and wholesale  b u s in ess ,  i n d u s t r i e s ,  se rv ice  and education.

A* Cooperative Finance

Tho s im p l ic i ty  and e f fe c t iv e n e s s  of the c r o d i t  un ion , an urban c r e d i t  so c ie ty ,  
makes i t  an i d e a l  medium by which the  'ovornmont could tap  the  savings of the  
" l i t t l e  people" who comprise tho - a j o r i t y  of the popula tion  and channel i t  
t o ' p ro d u c tiv e  u n de rtak ings . I t  considerab ly  eases the- g rea t  d if f icu l t :] .e s  of 
th e  common nan in  times of f i n a n c i a l  d i s t r e s s .  i t  i s  s a n is if ring to  note  tha:< 
's ince  th e  o rg a n is a t io n  of tho  f i r s t  c ro d i t  union (tho Vican C rodit Union in  
Vigor., I lo c o s  our) in  August 193b, the c r e d i t  union movement has made 
co n s id e rab le  p rog ress  d e sp i te  se r io u s  se tbacks .

I am proud to  re p o r t  to  you th a t  as o f  the  end o f i i s c a l  year 1965, tne  .ml.a 
has reached 107,100 In d iv id u a ls  throuuh 644 o rg a n is a t io n s  spread a l l  over 
tho a rc h ip e la g o .  This i s  based on re p o r t i :  " s o c i e t i e s .  With t o t a l  resources  
including f ix e d  and savings d e p o s i t s ,  amounting go 25.5 m il l io n  pesos , the  
movement in  1965- g ran ted  1 3 0 , 4.00 loans to  in d iv id u a l  members amountin ; to 33.4 
B i l l i o n  pesos . The loans were g ran ted  f o r  a wide range oi purposes, i . ic lu d ic  '
9 6 .7  m i l l io n  f o r  educa tion , P 7.2 m il l io n  f o r  house r e p a i r s ,  f  3 .1  m il l io n  
fo r  purchase o f  p lo t s  and the r e s t  f o r  n o d ic a l  pu rposes, repayment of o ld  lo a n s ,o t



Tho t o t a l  earn ings o f crcd it unions reached a now high o f £ Z.b m il l io n  and a f t e r  
paying expenses and tho s a l a r i e s  ui' 1,300 onplouoos., r e a l i s e d  a no t savi g.c or 
? 1 .5 m i l l io n ,  0ut  o f  -tho not savings o f  P 1.5 m i l l io n ,  f  917,000 was u so i to 
gay i n t e r e s t  on c a p i t a l  and Patronage re fu n d s . Tho r e s t  was used for l e g a l ly  
required reserves and funds.

To noot tho no.;d fo r  te ch n ica l  t r a in in g  in  running c r e d i t  m ien s ,  tho 
Philippine Cooperative C redit Union Len no wan organ ised  to  p rovide  ihe much- 
noeded management advice to improve the o p e ra t io n s  o f  c r e d i t  unions througn 
seminars and i n s t i t u t e s  f o r  ox’f i c o r s ,  d irec to rs-  and corM ttoonen ,

The outlook f o r  the  c r e d i t  union noven.ont i s  . ood. Tver* yean thousands of 
members jo in  o r  fo m  c r e d i t  unions in  search of e a s ie r  c r e d i t  f a c i l i t i e s ,  i t  
i s  a g re a t  he lp  fo r  the  need;/ and the poor who cannot meet the  re q u ire .• n ts  
o f  o rd ina ry  f in an c in g  i n s t i t u t i o n s .

The coopera tive  f in an c in g  scheme gained impetus upon tho o rg a n is a t io n  of the  
Philippine N ational Cooperative Bank in  1959, a fe d e ra t io n  of a l l  types o f  non-ag 
ricultural c o o p e ra t iv e s .  Within a pe riod  of around f iv e  years  from the date  
of i t s  o rg a n is a t io n ,  tho  bank 's  resou rces  t o t a l l e d  ? 36 m i l l io n ,  To b e t to r  
serve  th e  co o p era t iv e s ,  tho  bank, e s ta b l i s h e d  branches- in  s t r a t e g i c  p la c e s ,  such 
as ; Dagupan C ity  f o r  North Luzon; Logaspi City fo r  the  Ricoi reg io n ;  BacoloT, 
Cebu, Iloilo and Tacloban c i t i c s  f o r  the Visyas reg ion  and north 
Mindanao, and Davao c i t y  f o r  South Mindanao. .The Head O ffice  w hile  serving 
tho e n t i r e  coun try , ta k e s  charge o f M anila, surrounding c i t i e s  and prov inces  
and South Luzon. To develop the  Bank, th e  government e n tru s te d  to  i t  the  
a d m in is tra t io n  o f  tho P 20 n i l l i o n  P’i l i p i n o  R e ta i le r s  f in d  c re a te d  undor 
Republic Act 1292. At tho end of 3optc:ibor, 1964. tho Bank's loans 
p o r t f o l io  amounted to  # 2o.A m illion .. The primary coopera tives  which are  b e se t  
w ith  the  p e re n n ia l  problem of f in a n c in g  a c t i v i t i e s  d e riv e  tremendous 
bonofits from ihe bank, e s p e c ia l l y  loans on easy te rn s  a t  minimum r a te s  of 
i n t e r e s t .

B. Cooperative R o ta i l  and Wholesale Trade

One major problem of the  country i s  the  predominance o f  a l i e n s  in  the  m e rcan ti le  
t r a d e .  Attempts have been made to  remedy the  s i tu a t io n  sue1- as th e  n a t i o n a l i s a 
t io n  of r e t a i l  bus iness  under RA 1130. This i s  a 'ood p ro te c t io n  fu r fu l ip in o  
en tcrpronours  bu t th e re  i s  p r a c t i c a l l y  no p ro te c t io n  f o r  th e  consumim- p u b l ic ,  
who aro  a t  t3:e mercy o f  t r a d e r s .  U n ti l  now, tho channels of d i s t r i b u t io n  a re  
l a r g e ly  in  tho hands o f  a fow who, in  most c a se s ,  determine the  p r ic e s  of 
corn:.odities. In times o f  c a la m it ie s  caused by f lo o d s ,  f i r e s  and' typhoons 
-these few people , more o f te n  than n o t ,  take  advantage o f  the  s i t u a t io n  to 
ensure g r e a te r  p r o f i t s  f o r  ohomsolvcs. There i s  a lso  the  problem o f  i n s t a b i l i t y  
of p r i c e s  and low q u a l i ty  o f  .oods owing to  the  breakdown o f t r a n s p o r ta t io n  
and s to ra g e  f a c i l i t i e s  e s p e c ia l l y  in  r u r a l  a re a s .

The consumers coopera tive  novmnent seeks to hob ' in  tho  so lu t io n  o f  these  
problems in  i t s  owa nodost way.. Though s t i l l  a f l e d  l i n g ,  the  movement e x e r ts  a 
c o n s id e rab le  in f lu e n c e  where consumers coopera tives  a re  e s ta b l i s h e d  e s p e c ia l ly  
in  th e  r u r a l  a r e a s .  Reporting consumers coopera tives  a t  th e  end o f  f i s c a l  y ea r  
1965 numbered 14.2 s o c i e t i e s  w ith  am aggregate  membership o f  4-5,222 in d iv id u a l s .  
V/ith t o t a l  resources  o f  ?  7 .7  m i l l io n  i t  achieved a t ra d e  volume o f  ? 2 1 .0 
m il l io n  and a g ross income of 5s 3 .1  m i l l io n .  I t  spent ~ 1 .1  m il l io n  f o r  the 
s a l a r i e s  of 1 ,2 0 0  omg'loyeos, P 1 . 4- m i l l io n  f o r  o th e r  expenses and rea l ise d ,  a net 
savings o f  P 9 .0 1  m i l l i o n ,  of which # 6 .7  m i l l io n  was used to  pay oatro..a-.'o 
refunds and P 5 .2  m il l io n  f o r  i n t e r e s t  on c a p i t a l .



P re s e n t ly ,  the  N a tiona l I-’a rkee in  Corporation,, a Government owned tradin-; 
e n t i t y ,  i s  sewin'- as a w holesale source o"? supply and consumer re q u ire n e . . ts 
o f  co o p era t iv e s .  However, in  s o i te  of tho a s s i s ta n c e  given ny such c o rp o ra t io n ,  
the  supply f o r  commodities i s  s t i l l  i n s u f f i c i e n t  and tho p r ic e s  s t i l l  h igh .
In o rd e r  to  help  roduco the  h i-h  cost  of l i v i n ; ,  and a t  l e a s t  n e u t r a l i s e  
the  impact of r is im y p r i c e s ,  mors consumers c o o p era t iv e s  "-arc boin ; o ryan ised  
and a f f i l i a t e d  with the  P h i l ip p in e  fed  .ration, of Consumers C o o p era t iv e - . Thir 
F edera tion  has been e s ta b l is h e d  as tho nucle  n; o f  the  P h i l ip p in e  Cooporativo 
Wholesale S oc ie ty  c a l le d  f o r  undur RA 2023. This w holesale  socxety  i s  to  :-o 
tho n a t io n a l  w ho lesa le r  o f  c o o p era t iv e s ,  as w e ll  as th e  l in k  between 
producers  and consumers c o o p e ra t iv e s .

S u ff ic e  i t  to  say t h a t  the  cors 'm iers '  movement has yained a l i r a  fo o tho ld  and 
i s  g ra d u a l ly  movin -- towards i t s  goal -  p ro te c t io n  o f  tho i n t e r e s t  of cons :reors.

C. Cooperative Ind i s t r r

I n d u s t r i a l  Cooperatives help  in c re a se  per  c a p i t a  iecomc and p rov ide  f o r  work 
f o r  th o s e  who a rc  w ithout work. The la ck  o f  oryami s a t io n  araon- the d i f f e r  n t 
s m a l l - s c a le  in d u s t r i e s  and the  lack  o f  te c h n ic a l  knowledge i "  tho bv s i n e s h a s  
s tu n te d  t h e i r  growth and co u n tle ss  p arsons engaged, in  those  in d u s t r i e s  s o f t  
g reen er  p a s tu re  only to jo in  tho unemployed m i l l io n s .  Another th in  th a t  
hamstrung th ese  in d u s t r i e s  i s  the  la ck  o f f in an c in g  among s k i l l e d  w orkers , 
aggravated  by u su re rs  who c o n tro l  the  f in a n c in g ,  p roduction  and m arke tin ' 
o f  f in i s h e d  .goods.

This prompted tho  launching  o f an i n d u s t r i a l  c o o p era t iv e  development programme 
to  o rg an ise  these  s k i l l e d  workers arid sy s tem a tise  t h e i r  p ro d u c tio n ,  markocmg 
and d i s t r i b u t i o n  o f  t h e i r  p roducts  to  a ssu re  a h i hor incomo f o r  tho  workers 
and prov ide  o p p o r tu n i t ie s  f o r  tho jo b le s s .

Today, th e re  a re  f i f t e e n  re p o r t in g  so e io th .  s w ith  workor-nonbers of 2 , '707„ With 
t o t a l  a s s e t s  o f  IP 10 m i l l i o n ,  th e se  s o c i e t i e s  had a t r a d e  volume o f IP 13.2 
m il l io n  and an agg rega te  g ross  income of ¥ 1 . ' .  m i l l io n ,  n e t t in g  P 372 ,h?0 
f o r  f i s c a l  y ea r  19^5. The m anufacturing f i e l d s  e n te red  by those  coo p era tiv es  
a re  v a r ie d ,  ranging from h a n d ic r a f t s ,  foo tw ear,  t e x t i l e ,  woodwork, e le c tro n j .e s ,  
homo a p p l ia n c e s ,  bamboo c r a f t s ,  matehmakin g and l i k e  i n d u s t r i e s .  The 
i n d u s t r i a l  co o p e ra t iv e  movement i s  s t i l l  in i t s  in f a n t  sta°;e h ’t  the  f u tu r e  
looks b r ig h t .

Tho movement boosted w ith  tho enactment of t h _ N a tio n a l Cottage I n d u s t r i e s  
Development A dm in is tra tion  to  p rov ide  te c h n ic a l  and f in a n c ia l  a s s i s t a n c e  
to  c o t ta g e  i n d u s t r i e s  in  r e s e a rc h ,  t r a in in g  o r w orkers , s t a n d a r d ! s a t io •: o f  
p roduc ts  and m arketin ;:, g iv ing  p re fe re n ce  to  dul;~ r o u i s t e r e d  c o o p e ra t iv e s .

• Cooperative S erv ice

R ecen tly , tho  Cooperatives A dm in is tra tion  o f f ic e ' la .n ic h e d  i t s  programme t* 
promote and develop s e r v ic e  coop  j r a t i v e s •to  p rov ide  members w ith  s p e c i f ic  tg^cs 
o f  s e rv ic e  badly  needed. The CAO i s  c o n ce n tra t in g  i t s  e f f o r t s  on th e  promotion 
and development o f  co o p era t iv e  e l e c t r i c  and l im h t s e rv ic e  in  p la c e s  r o t  
served by f r a n c h i s e - h o l d e r s . S l o e t r i e  s e rv ic e  co o p era t iv e s  a re  aid>ui by tho 
Rural E l e c t r i f i c a t i o n  A d m in is tra tion  c re a te d  under RA 2717.



Under sa id  la v ,  tho REA orovidos tho bulk oC the c a p i t a l  o f o lo c t r i c  s e rv ice  
coopera tives  in  th e  for:: ol* loans a s id e  from io e h n ie a l  and uthor se rv ice s  
n ecessary  to  givo them. a good s t a r t .  Ho.; s in -  coopera tives  have a lso  boon 
organised  b i t  only  anon?; the  middle and upper b racke t in con o ';ro '-'c. In  v ie  V of 
the  dear th  of agencies w illin '*  to f inance  on a lo n g - te re  b a s in ,  h o ’sing 
coopera tives  i t  i s  almost im possib le  to  y.it up a bousinn coopera tives  developne- t 
programme. In s p i t e  of such d i f f i c u l t y ,  however, th e re  a re  a t  p re sen t  t t r e e
housing eooperativos  of tho s .;b -d iv is io n  type.

^ • Cooperative Education

' l/o r e a l i s e  th a t  a Moveuont can be su cc e ss fu l  only I f  bached up by a v i 0 1 'us
and continuing education programme t h a t  voe:ld e l im in a te  tho two basic  problems
o f  eooperativos in  the  P h i l ip p in e s , namely the  lack  o r  inadequacy o f c : n  nal 
and te c h n ic a l  knowledge and t r a in in g .  C ap i ta l  formation aro • • coop ..natives i s  
q u i te  slow owing to  tho s c a r c i ty  o f  money. Tho lack  of te c h n ic a l  men u su u c ia l lg  
in  i n d u s t r i a l  coopera tives  whor.; th e "  a re  so re ly  needed, aggravated bv a serioe s 
shortage o f  nanagcriont-orientod o f f i c e r s ,  d i r e c to r s  and porsoe .cl has " n l t i u l i o d  
the  problems of th e  movement. Those a rc  tho two ma 'o r  -pro bleu ?-! co n fro n tin  ; 
th e  n o n -a g r ic u l tu ra l  movement today . Uo are  t ry in g  to  got a t  tho  r o o t ,  which i : : 
la ck  o f  education on tho p a r t  o f  no t only those  who a re  in  tho movem mt but 
a lso  o u ts id e  of i t .  Hence, th e  CAO, through th e  Education and Training D iv is ion , 
fashioned a coopera tive  education programme in  l i n e  with the  p o l i c i e s  and 
o b je c t iv e s  of1 HA 2023 conducting prom otional and t r a in in g  seminars f o r  the  pub lic ,  
i t s  own personnel and the  o f f i c e r s  and d i r e c to r s  o f  c o o p e ra t iv e s . Since tho 
coopera tive  development programme i s  a j o i n t  a f f a i r  between the  uovornment and 
th e  p u b l ic ,  th e  C en tra l  Cooperative E duca tiona l Board was o rgan ised  to  help  
tho CAO in tho all-out educational drive throughout tho country.
The C en tra l  Cooperative E duca tiona l Board

To b u t t r e s s  the  n o n - a g r ic u l tu r a l  coopera tive  . .ovene-nt and to avoid the sane 
m is takes  committed in  the  p a s t ,  fhe  P h i l ip p in e  Goneness in enacting  III 2023, 
c re a te d  th e  C en tra l  Cooperative E duca tiona l Board, co-posed o f seven -embers, 
s ix  of whom a rc  appoin ted  by th e  D ire c to r  of th e  CAO from anovug tho  lo a d e rs  
o f  the  movoncut with h im self as th e  o x -o f f ic io  chairman. I t  i s  fo r  a l l  
p r a c t i c a l  purposes a p r iv a te  agency f o r  coopera tive  ed uca tion , f in a  cod by a l l  
coopera tives  in  th e  country through l e g i s l a t i v e  f i a t  - every coop'urative I s  
req u ired  to  r e n i t  5n o f  i t s  no t savin.-s to  the  Board and f o r  the  a u d i t  of 
tho  books o f  accounts. _o f  coopera tives  by the  CAO, they  a rc  req u ire d  to  nay 
to  the  Board a -graduated fe e .  P r e s e n t ly ,  the CCEfi, i s  do inn i t s  p a r t  as a 
prom otional and educa tiona l agone]’ and i s  nerving as a c l e a r in '  house f o r  
coopera tive  in fo rm a tio n .  I t  has pu t up a n a t io n a l  organ f o r  co o p era t iv es  u dcr 
th e  nano ’'P h i l ip p in e  Cooperative Advocate” .

3u..siary

In resume, w ith in  th e  sh o r t  p e r io d  of f i f t y  y ea rs  of success and f a i l u r e ,  the  
Cooperative Movement o f  the  P h i l ip p in e s  has c o n so lid a ted  i t s  f o o th o l l  in  the  
n a t io n a l  economy. Awaro o f tho  le sso n s  of the  p a s t ,  coopera tive  le a d e r s  a re  
c a u t io u s ly  tak in  • strides toward thm. attainment of th e  oh n a t i v e s  o f  the  
movement -- t h a t  of promotim-' the  w e lfa re  o f ' t h e  people and expandin'- the  
n a t io n a l  economy w ith  tho people  thomsolvus doin ■ tho most c o n t r i b ’t io n .
AHG/5.1.66
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♦ * • •

I .  In tro d u c t io n  of the  Cooperative Movement in  Singapore

Cooperation i s  b a s ic a l ly  a movement of the  peo p le .  The movement in  B r i t a i  
o r ig in a te d  w ith  th e  Rochdale P io n ee rs ,  a group o f 28 Lancashire  weavers who, in  
the  m idst o f  hardsh ip  fo llow ing  th e  wake of the  I n d u s t r i a l  R evolu tion , formed 
t h e i r  f i r s t  coopera tive  s to re  in  .184-4 and thus  launched th e  b i r t h  of th e  
co o p era t iv e  consumer movement. In Germany th e  poor farm ers su f fe re d  from the  
la ck  o f  c a p i t a l  to  develop t h e i r  farms and they were a t  the  m ercy 'o f  unscrupulous 
moneylenders. A man c a l le d  R a i f fe ise n  worked out a s u c c e s s fu l  scheme which 
tu rned  out to  bo th e  b a s is  f o r  coopera tive  fa rm in g . In  Denmark the  a n x ie ty  of 
a g r i c u l t u r i s t s  to  g e t  the  b e s t  p r ic e s  f o r  t h e i r  produce le d  to  c o o p era t iv e  
d a i r i e s .  In  I t a l y  lab o u r  c o n tra c t  s o c i e t i e s  grew up because th e  c o n tra c to r s  
were making huge p r o f i t s  a t  tho  expense of tho workers. The o r ig in  of tho  movemeir.. 
i s  more o r  l e s s  s im i la r  in  o th e r  Western c o u n t r ie s .  They tend  to  show t h a t  
coopera tion  o r ig in a te d  w ith  tho people who r e a l i s e d  th e  need f o r  o rg an is in g ’ 
themselves in to  a system which aimed a t  t h e i r  own economic u p l i f t .

In  Singapore Cooperation s t a r t e d  in  a r a th e r  d i f f e r e n t  manner. I t  was 
im ported . In s te a d  o f  th e  movement o r ig in a t in g  from tho peo p le ,  i t  was in tro d u ced  
by the  Government a f t e r  a s tudy  o f  tho c o o p era t iv e  c r e d i t  movement in  In d ia .
In  1925 the  f i r s t  Cooperative S o c ie t ie s  Ordinance was enacted in  Singapore.
I t  was no t so much the p ove rty  o f  tho  coun try  t h a t  was causing d i s t r e s s ,  but 
th e  lack  o f  t h r i f t  and f o r e s ig h t  of th e  coun try  to  p rov ide  f o r  co n tin g en c ie s  on 
th e  p a r t  o f th e  w a g e -e a m e rs . The m a jo r i ty  o f them g o t in to  th e  c lu tc h e s  of 
moneylenders and were h e av i ly  indeb ted  to  thorn. The s o lu t io n  of th e  problem 
was th e  in t r o d u c t io n  of t h r i f t  and loan  s o c i e t i e s .  These s o c i e t i e s  c a te re d  
mainly f o r  th e  urban s e c to r  o f  tho  p o p u la t io n .  This a sp e c t  o f  coopera tion  
s t i l l  forms th e  bull: o f  th e  movement in  S ingapore.

I I .  Expansion o f  th e  Movement and E a rlv  Role o f th e  Government

The Cooperative S o c ie t i e s  Ordinance came in to  fo rce  on 1 s t  January  1925.

Mr A Cavendish, Malayan C iv i l  S e rv ic e ,  was appo in ted  R e g is t r a r  of 
Cooperative S o c ie t i e s ,  S t r a in s  S e tt lem en ts  and th e  Federa ted  Malay S ta te s .
Mr A Cavendish had h i s  h ead q u a r te rs  in  Kuala Lumpur.

M eetings o f  employee-: of th e  Singapore Government, th e  Singapore 
M u n ic ip a l i ty  and th e  Singapore Harbour Board were h e ld  in  September 1925.
The f i r s t  Singapore S ocio ty  t c  bo r e g i s t e r e d  was the  Singapore Government 
Servants'* Cooperative T h r i f t  and Loan Socio ty  L td .  Employees o f  m e rc a n t i le  
f irm s  became i n t e r e s t e d  in  1,926, and the  Singapore M ercan ti le  Cooperative 
T h r i f t  and Loan S o c ie ty  Ltd wav'? r e g i s t e r e d  in  1926.



The movement was by n e c e s s i ty  c lo so ly  c o n tro l le d  by th e  Cooperative' 
Societies Department, acting through the  Registrar and his coopera tive  o f f i c e r s .  
The Department was charged w ith  the  responsibilities of the  promotion, superv isio r 
r e g i s t r a t i o n  and liquidation of coopera tive  s o c ie t i e s  in  Singapore. The 
Department and i t s  o f f ic e r s  took the  le ad  in  guiding these  new s o c i e t i e s ,  while 
th e  p ioneer  cooperators were i n i t i a t e d  in to  the  fundamentals o f  the  movement 
and tau g h t  the  p r in c ip le s  o f  C oopera tion . The a s s is ta n c e  of the  Department was 
g iven in  th e  p re p a ra t io n  of the  Looks and forms and r e p re s e n ta t iv e s  o f  the  
R e g is t r a r  a lso  c a r r ie d  out the  a u d i t  o f  the  s o c i e t i e s .

In  1929f Mr C S tr ic k la n d ,  Ind ian  C iv i l  S e rv ice ,  who was p rev io u s ly  
R e g is t r a r  of Cooperative S o c ie t i e s ,  Punjab, In d ia ,  v i s i t e d  Singapore; on the 
i n v i t a t i o n  of the  Government and made a study o f the  movement. Ilis r e p o r t  'was 
pub lished  in  1929 and many o f  h is  recommendations were adopted.

Due to the p e c u l i a r  way in  which the  movement was in troduced  into the  
coun try , it ga thered  root i n  the  urban areas  amongst th e  English-speak ing  
s e c to r  of the  p o p u la t io n .  These now s o c ie t i e s  f lo u r is h e d  w ell and began to 
take  the  le ad  in  th e  movement. By 1933 the  need f o r  a coord ina ting  body was 
r e a l i s e d  and 12 t h r i f t  and loan  s o c i e t i e s  formed the  Singapore Urban Coooerativ 
Union Ltd, th e  name-"Urban" g iv ing  an indication as to  its f i e l d  of a c t i v i t i e s .

During the Japanese occupation p e r io d ,  19-'2 -19/+5» a l l  Singapore 
coopera tive  s o c i e t i e s  ceased to fu n c t io n ,  but a f t e r  the l i b e r a t i o n  most o f  th e  
s o c ie t i e s  commenced business  again .

R ep resen ta tions  were con tinuous ly  and v ig o ro u s ly  made to  th e  R e g is t r a r  
o f  Cooperative S o f ie t i e s  f o r  th e  r a t e  of c o n tr ib u t io n  to  th e  S ta tu to r y  Reserve 
'Fund o f  e s ta b l i s h e d  s o c i e t i e s  to  be reduced from .25$ of the  n e t  p r o f i t .  The 
fo llow ing concessions were approved in  19 5 4°-

a .  A fte r  10 years  o f  r e g i s t r a t i o n ,  t h r i f t  and loan s o c i e t i e s  need
n o t c o n tr ib u te  an n u a lly  more than l / lO th  o f  the  n e t  p r o f i t  to  ‘l
th e  Reserve-Fund.

b .  A f te r  i t s  5th  y e a r ,  i f  th e  Reserve Fund has reached 6gj o r  more
o f  th e  su b sc r ip t io n  c a p i t a l ,  the  annual c o n tr ib u t io n  may be
reduced to  10^,

c .  A fte r  tho  10th y e a r  when th e  Reserve Fund i s  between 0$ and 10b'
of the  su b sc r ip t io n  c a p i t a l ,  the annual a p p ro p r ia t io n  s h a l l  be
7",Vg of th e  not p r o f i t .

d . Where the- re se rv e  fund exceeds lCF/o of tho  su b sc r ip t io n
c a p i t a l ,  the  annual a p p ro p r ia t io n  s h a l l  be 5p.

A f te r  the. ’J a r ,  Cooperation spread in to  the  f i e l d s  of co o p era t iv e  
housing , c o o p era t iv e  banking, co o p era t iv e  s to r e s  and. coopera tive  in su ra n ce .

The Singapore Government O ff ic e rs  Cooperative  Housing S oc ie ty  Ltd 
was formed in  December 194-8. I t  Was developed th re e  housing e s t a t e s  f o r  governmeiW
employees, and a p a r t  from sav ings  of members and loans  from o th e r
co o p era t iv e  s o c i e t i e s ,  t h i s  c o o p era t iv e  housing s o c ie ty  i s  f inanced  by lo n g - te rn  
loans  from the- Singapore Government.



The Singapore Cooperative Dank was o rgan ised  by the  Singapore Cooperative 
Union Ltd arid r e g i s te r e d  on 23rd October 1957. The main o b je c t  of th e  kart-: 
i s  to  f a c i l i t a t e  the  o p e ra t io n s  o f  registered coopera tive  s o c i e t i e s  by being 
a c e n t r a l  source of credit for the coopera tive  n ovcnon t ' i n  Singapore, and of 

the  d e p o s i ts  recoivod from member-societies, the coopera tive  bank has a deposit 
of :}LQ,000 from the  R e g is t r a r  of Cooperative S o c i e t i e s ,  which amount is 
from the  Statutory Reserve Funds of l iq u id a te d  coopera tive  s o c i e t i e s .

Meanwhile th e  coopera tive  department began to i d e n t i f y  i t s e l f  w ith  t o  
r u r a l  dw ellers  qf th e  I s la n d  S ta te  and th e  fishermen o f  th e  neighbouring 
islands under its j u r i s d i c t i o n .  This resulted in  th e  fo rm ation  of Rural T h r i f t  
and Investm ent, C re d i t ,  consumer, production  and m arketing  and genera l  
purposes s o c i e t i e s .

By n a tu r e ,  the  r u r a l  a re a s  used th e  v e rn a cu la r  language as the  medium.
Thus because o f  language difficulties, there grew up two sectors of coopera tion  
which had l i t t l e  co n tac t  w ith  each o th e r .  Tho Cooperative Union realised t h i s  
defect and th e  need f o r  an in te g r a te d  coordinating body. Thus in 1953 it 
dropped th e  word ’’urban" from i t s  name , in  o rd e r  to b ring  -the r u r a l  and 
urban movements to g e th e r .  In  1958 th e  Singapore Cooperative Union took a 
g ro a t  s tep  forward when i t  a f f i l i a t e d  w ith  the I n t e r n a t io n a l  Cooperative  A ll ian ce  
In  London.

Since tho  war, tho co o p era t iv e  movement in  Singapore Las g ra d u a l ly  
gathered s t r e n g th  and made phenomenal p ro g re s s .  In  1947 th e re  were 37 s o c i e t i e s  
with a membership of 13>300 and a working c a p i t a l  of 1 ,310 /300 . By 1963, th e re  
were 109 s o c i e t i e s  w ith  a membership of 4 3 ,3 5 7  and a working c a p i t a l  of 
:'>21,314-^536. S t a t i s t i c s  of the Cooperative H vement in  Singapore as a t  3 1s t  
December 1963? ob ta ined  from th e  R e g is t r a r  of Cooperative S o c ie t i e s ,  are 
shown in  Appendix A. These f ig u r e s  have increased, but s t a t i s t i c s  f o r  1964. 
a re  being compiled by the Coop&rativeDevelopment D iv is ion  and arc not y e t  
a v a i l a b le .

H I*  P resen t  Set-up  of the-Government Cooperative Development D iv is ion  
in  r e l a t i o n  to  the  Movement ;

Today i n  the  o f f i c i a l  s e c to r  of th e  Cooperative Movement in  S ingapore, 
th e re  i s  a Cooperative Development D iv is ion  headed by. the  R e g i s t r a r  of 
Cooperative S o c ie t i e s .  The D iv is ion  i s  u n d e r . th o  Primary Production  Department 
of th e  M in is t ry  o f  Law and N a tio n a l  Development. Tho M in is te r  ap p o in ts  the  
R e g i s t r a r  and such o th e r  persons to  a s s i s t  th e  R e g is t r a r  in  th e  performance 
of h is  d u t i e s .

The a d m in is t r a t io n  of the  Cooperative S o c ie t ie s  Ordinance i s  on ly  a sm all 
p a r t  o f  th e  fu n c t io n s  o f  th e  Cooperative Development D iv is io n .  The D ivision  
i s  a lso  e n t ru s te d  w ith  th e  d u t ie s  of f o s t e r in g  th e  co o p era t iv e  movement in  Singapo 
These d u t ie s  in c lu d e  s-

a .  Organisation of now societies and a s s i s t a n c e  in d r a f t in g  of 
s o c i e t i e s  bye-laws and r u l e s ;

b. R e g i s t r a t io n  o f  s o c i e t i e s ;

c .  S uperv is ion  o f  and guidance to officials of societies in  th e  nropor
• management of t h e i r  s o c i e t i e s  and m aintenance o f  acco u n ts ;

d. C o n c i l ia t io n  and a r b i t r a t i o n  o f  d i s p u te s ;



e .  I n q u i r i e s  and I n s p e c t io n s ;

f .  I n v e s t ig a t io n  o i co u p la in tc  f
g .  Pronotion of Cooperative Education;
Ii. L iq u id a tio n  of s o c i e t i e s ;
i .  G enera lly  ac tin g  as guide and ad v ise r  in  the  so lu t io n  of problems 

connected w ith th e  a f f a i r s  o f  tho s o c io t i e s .

In  view of the  slow p rog ress  in  the  ' r u r a l  s e c to r ,  campaigns a re  launched 
to  propagate ' the  idea  of Cooperation amongst the  r u r a l  peop le . O ff ic e rs  o ' the  
D ivision hold c la s se s  and g iv e  t a l k s  and l e c t u r e s  on P r in c ip le s  and -practice of 
Cooperation a t  c o m u n ity  c e n t r e s , schools and homes of r u r a l  co o p era to rs .
S pec ia l  emphasis i s  nade on the  b e n e f i t s  t h a t  can ho derived  f ro n  cooperatm/e 
e f f o r t s .

Cooperative O ff ice rs  of th e  D ivision a lso  r e g u la r ly  a t te n d  genera l 
meetings and committee meetings o f th e  s o c i e t i e s  in  o rd e r  to keep in  constan t 
touch with the a c t i v i t i e s  o f  th e  s o c i e t i e s  and to a v a i l  themselves on th e  spot 
to  . r e n d e r  advice to  tho so lu t io n  of problems. Meetings a re  n o r a a l ly  hold 
i n  the  evenings and weekends f o r  tho  convenience of th e  coopera to rs  who 
a re  employees of companies, farm ers and fisherm en.

Besides ca r ry in g  out the  annual s t a tu to r y  a u d i t  o f s o c i e t i e s  * accoun ts 
th e  Audit Clerks o f  the  D ivision a lso  i n p a r t  knowledge on coopera tive  accounting 
to  t r e a s u r e r s  of th e  s o c i e t i e s .  The"’- o f ten  a t te n d  mootings to g e th e r  with 
th e  Cooperative O ff ic e rs  so t h a t  they  can be on th e  spo t to  g ivo  th e  n ecessa ry  
advice and guidance when problems connected with coopera tive  accounting  a r i s e .

Attached i s  a c h a r t  showing th e  o rg an isa tio r?a l  s e t  up o f th e  Cooperative 
Development D iv ision  in  Singapore, Appendix B.

IV. Problems w ith  regard  to  the  Hole o f  Government in  Cooperative Development

1. T h r i f t  and Loan S o c ie t ie s ; '

Most of th e  t h r i f t  and loan  s o c i e t i e s  a rc  f i n a n c i a l l y  sound and 
they  con tinue  to  make s teady  p ro g re s s .  Gome o f  tho  w ell e s ta b l i s h e d  s o c ie t i e s  
a re  in  a p o s i t io n  to  manage t h e i r  a f f a i r s  w ithou t much su p e rv is io n  by the  
Cooperative Development D iv is io n .

2 . Employees C red it  S o c ie t ie s  °

These s o c i e t i e s  a re  in tended  f o r  d a i ly  r a te d  employees and they  have been 
proved to be l e s s  p o p u la r  because the  members a re  no t allowed to  borrow more 
than  30/O o f t h e i r  sav in g s .  Broadly speaking , t h i s  type o f s o c i e t i e s  need constan t 
and c lose  su p e rv is io n  by the  Cooperative Development D ivision because of 
th e  la ck  o f  competent p e rsonnel to  manage the  g en e ra l  a f f a i r s  o f  th e  s o c i e t i e s .

3* T h r i f t  and Investm ent S o c i e t i e s :

Most o f  these  s o c i e t i e s  a re  formed by th e  Ilalays l iv in g  in  th e  r u r a l  a reas  
■and in  tho neighbouring  i s l a n d s .  The main o b io c t  o f  th e se  s o c i e t i e s  i s  to  o.icoura 
members to  have re g u la r  sav ings in  tho  s o c i e t i e s .  G enera lly  crjoaking, most 
of th e se  s o c i e t i e s  a re  n o t  fu n c t io n in g  as s a t i s f a c t o r i l y  as could be expected , 
because of poor management. However, tho  Cooperative Development D iv is ion  i s  
doing i t s  b e s t  to t r y  and re v iv e  t h e i r  a c t i v i t i e s .



/
U. Consumers Sociot3.es :

The nore  popu lar  and e s ta b l i s h e d  ones a r e  th e  Public  S e rv ices  S to res  
and the  Naval Base Employees S to re s .  Most of th e  consumers s o c i e t i e s ,  however, 
a re  n o t  making s a t i s f a c t o r y  p ro g re s s .  G enera lly  speak ing , t h i s  s t a t e  o f  a f f a i r s  
i s  due to  la ck  o f support and cooperation  from the  members.

5» Marketing S o c ie t ie s  :

These s o c i e t i e s  have been n o s t ly  i n a c t iv e .  This could bo a t t r i b u t e d  to 
the  h ig h ly  o rgan ised  and com petitive  f a c i l i t i e s  ru l in g  in  S ingapore. G enera lly  
speaking , Marketing Cooperative S o c ie t ie s  have proved to  be ve ry  d i f f i c u l t  to 
o p era te  because of many rea so n s .  The main reason i s  the  lack  of 
coopera tion  among tho  members. Most o f  th ese  s o c i e t i e s  a rc  formed by farmers 
and fisherm en who by n a tu re  a rc  i n d i v i d u a l i s t i c .  Another im portan t f a c to r  
which h in d e rs  th e  p rog ress  o f  th e se  s o c i e t i e s  i s  th e  d i f f i c u l t y  in  g e t t in g  
capable p e rso n n e l  who a re  w i l l in g  to  look a f t e r  th e  management o f  th e  s o c i e t i e s .  
The volume o f b us iness  t r a n s a c te d  by th e se  s o c i e t i e s  i s  g e n e ra l ly  too sm all 
f o r  th e  engagement o f  pa id  employees,

Pu ra l  C red it  S o c ie t ie s  :

These s o c i e t i e s  again  work among th e  kampong f o lk s .  Members ta k e  up shares 
by in s ta lm e n t  payments to  f o s t e r  mainly c r e d i t  s a le s  among tho members themsolvo 
No d iv idend  i s  p a id  f o r  the  f i r s t  10 y e a r s ,  th e  o b je c t  being to  c o n so l id a te  
th e  funds. Although one of th e se  s o c i e t i e s  continued  to  a c t  as agen t f o r  
c e r t a in  a g r i c u l t u r a l  i n s e c t i c i d e s ,  i t  could h a rd ly  make any p r o f i t  owing 
to  keen co m petit ion .

7. Housing S o c ie t ie s  :

The Singapore Government O ff ic e rs  Housing S o c ie ty ,  c a te r in g  fo r  perm anxit 
Government O ff ic e rs  has b u i l t  s l i g h t l y  over 500 u n i t s  o f  housing f o r  i t s  members 
and i t  i s  r e sp o n s ib le  to  a g r e a t  e x te n t  in  keeping down b u ild in g  c o s t s .  The 
Singapore Cooperative Housing S o c ie ty ,  f o r  non-governmental p e rso n n e l ,  on 
tho o th e r  hand, has n o t  done so w e ll  due to  la ck  o f  funds. With th e  a s s i s ta n c e  
from th e  Singapore Cooperative Bank t h i s  s o c ie ty  has enabled 17 -of i t s  members 
to  purchase t h e i r  oxm. houses w ith  lo a n s .

8 . Cooperative Banks :

The two co o p era t iv e  banks, namely, th e  Singapore Cooperative  Bank and 
th e  Malay Banking Union con tinue  to  make slow p ro g re s s .

9 . S ingapore Cooperative Union :

There i s  c lo se  u n d e rs tand ing  and coo p era tio n  between th e  R e g i s t r a r ,  h is  
S ta f f  and tho  Cooperative Union. Meetings a re  a rran g ed , when n e c e s sa ry ,  
botwoen th e  p a r t i e s  to  d is c u s s  problems common to  th e  Cooperative  Movement 
and advice  and a s s i s ta n c e  a re  always r e a d i ly  g iven  by th e  R e g i s t r a r  and 
h is  Cooperative O f f i c e r s .

1 0 . M iscellaneous S o c ie t i e s  :

The Kampong Padang Terbakar General Purpose Cooperative S o c ie ty  f a i l s  
m ainly because o f  th e  la ck  o f  coopera tion  among th e  members who a re  g e n e ra l ly  
n o t  i n t e r e s t e d  in  tho a f f a i r s  o f  the  s o c ie ty .
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Tho two Land Purchasing S o c ie t ie s  a re  progressing: s a t i s f a c t o r i l y .

The Agencies, and Conveyance Socie ty  i s  doing l i t t l e  b u s in e s s ,  and ac t io n  
i s  being taken by the Cooperative Development D iv is io n - to  improve i t s  u n s a t i s f a c 
to r y  p o s i t io n ,

i
The Singapore Dairy Farning Cooperative Socioty  i s  s t i l l  in. a dormant rmsi-A 

t i o n .  This so c ie ty  f a i l s  because o f  the  lack  o f  i n t e r e s t  of the  nc^bcrs  and 
f a i l u r e ' to  ob ta in  s u i ta b le  s i t e s  f o r  c a t t l e  g raz in g .

General Coments :

There a re  two asp ec ts  to  th e  coopera tive  development work in  Singapore. ^  
The f i r s t  i s  in  th e  urban s e c to r  where the  m a jo r i ty  o f th e  urban coopera tive  
s o c i e t i e s  a re  fun c tio n in g  w e l l ,  and the  problem in  t h i s  s e c to r  i s  to  ensure th a t  
Byelaws a re  not v io la te d ,  to  p reven t any d e c e i t  o r  fraud  being p r a c t i s e d  ny 
any person in  the  coopera tive  s o c i e t i e s ,  and to  see th a t  the  b e n e f i t s  o f  coope
r a t i v e  s o c i e t i e s  a re  spread to  members of th e  s o c i e t i e s  and no t acqu ired  by a 
m in o r i ty ,  p a r t i c u l a r l y  o f f i c i a l s  o f  th e  coopera tive  s o c i e t i e s ,  through dubious 
means. Then th e re  i s  the  r u r a l  s e c to r  whore th e re  a re  very few h ea lth y  and 
sound coopera tive  s o c i e t i e s .  The problem here i s  to  help o rgan ise  th e  r u r a l  
people and to  promote coopera tive  s o c i e t i e s  amongst then . O ff ic e rs  fro n  
th e  Cooperative Development D iv is ion  should' t h e r e f o r e  co n cen tra te  on doing a 
g re a t  d ea l  o f  ex tens ion  work •, persuad ing  th e  r u r a l  people to  unders tand  th e  
b e n e f i t s  of coopera tive  s o c i e t i e s  and convincing then  t h a t  the forming of 
a s o c ie ty  must be through t h e i r  own v o lu n ta ry  d e s i r e  and \jiahos and in  t h e i r  
own b e n e f i t ,  but n o t  as a means o f  g e t t in g  loans  o r  m a te r ia l  he lp  f ro n  the  
Government.

At th e  i n i t i a l  s tag es  of the  newly formed coopera tive  s o c i e t i e s ,  O ff ice rs  
should he lp  them in  every way p o s s ib le  to  run the  s o c ie t i e s  on a sound fo o t in g ,  
but th e re  would be a l i m i t  to  this h e lp ,  and a l l  r e s p o n s i b i l i t i e s  should be A®1)! 
t r a n s f e r r e d  to  members of th e  s o c i e t i e s  as soon as p o s s ib le  so t h a t  O ff ic e rs  
o f  the  Cooperative Development D iv is ion  could g ive  t h e i r  a t t e n t io n  to. o th e r  . 
s o c i e t i e s .  In  the  r u r a l  s e c to r  i t  i s  im portan t to  e s t a b l i s h  a few sound 
and e f f e c t iv e  coopera tive  s o c i e t i e s 'a n d  nake then  work r a th e r  than to  have 
a l a rg e  number o f  i n e f f e c t i v e ,  dormant s o c i e t i e s  on hand. T herefo re , a few 
s tro n g  co o p era t iv e  s o c i e t i e s  in  tho r u r a l  a reas  would serve  as good examples 
to the - people who would th en -see  th e  real b e n e f i t s  o f  c o o p e ra t iv e s ,  and t h i s  
would be th e  most effective means o f promoting coopera tive  development in  the  
S t a t e .

There a re  fo u r  a u d i to r s  in  the Cooperative Development D iv is io n .  Each 
o f th ese  a u d i to r s  i s  re sp o n s ib le  f o r  the  a u d i t  o f  about 3n s o c i e t i e s ' ’ 
accounts . The volume o f work depends on how p ro p e r ly  the  accounts  a re  m ain ta ined . 
The problem i s  w ith  those, s o c i e t i e s  in  the  v e rn a c u la r  stream whose t r e a s u r e r s  
could no t even a c c u ra te ly  w r i t e  a r i th m e t i c a l  f i g u r e s . To a u d i t  th e  accounts  
o f  such s o c i e t i e s  would th e re fo re  r e q u i re  more e f f o r t s  and tim e. Another 
problem i s  the  language d i f f i c u l t i e s  in  the  a u d i t in g  o f  th e  Ualuy s o c i e t i e s ' ” 
accoun ts .  The s o c i e t i e s  which a re  running smoothly and could a f fo rd  to  pay 
a u d i t  fe e s  should be advised  to  have t h e i r  accounts  au d i te d  by p ro f e s s io n a l  
a u d i to r s  approved by th e  Cooperative Development D iv is io n , so as to  
r e l i e v e  th e  a u d i to r s  from th e  er-d. s t in g  volume of work.



V, Future  R e la t io n sh ip  botwoen Government and tho Cooperative Ilovemuut

Forty  years  have paused s ince  the in c e p t io n  of the  Cooperative 
movement in  Singapore. As the  movement f in d s  i t s  own fo o t in g ,  i t  i s  expected 
th at Government control w i l l  doorcase. The ta sk  of f o s te r in g  the  f u r th e r  
development in  the  country should be pursued by the  coopera to rs  them selve j.
Tho d u t ie s  o f  government a u th o r i ty  should g ra d u a l ly  change from one of 
d i r e c t l y  load ing  the  movement to  an adv isory  and su p erv iso ry  one. Of 
course the  con ten tion  i s  t h a t  cooperation  in vo lves  f in an ce  and the  handling 
o f funds belonging to  many people and p o s s ib ly  the  l i f e - s a v in g s  of some 
o f them. So Government control cannot be r e l in q u is h e d  u n t i l  such time 
when th e  Government i s  s a t i s f i e d  th a t  th e re  i s  an e f f i c i e n t  N a tiona l Nod;: 
to  take on th e  work o f c o n t ro l l in g  coopera tion  and ensuring th a t  th e re  
a re  r o a lly  capable men to le ad  the  movement. That i s  th e  challenge  
befo re  the  Singapore Cooperative Union and th e re in  l i e s  th e  f u tu r e  of 
the Cooperative Movement in  Singapore.

e n d  ; Append!:: A 
Appendix b
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I .  GENERAL INFORMATION

I t  i s  a d i s t i n c t i v e  f e a tu r e  of coopera tives  i n  Thailand t h a t  th e  
m a jo r i ty  owe t h e i r  beginning to  th e  i n i t i a t i v e  taken  by th e  Government. As 
i n  most Asian c o u n t r ie s ,  th e  Thai coopera tive  movement was in tro d u ced  not 
because i t  was: d e s i r e d  but because i t  was d e s i r a b le ,  as i t  was b e l ie v ed  th a t ,  
i t s  sp read  would b rin g  about many economic and s o c i a l  b e n e f i t s  among fa rm e rs ,  
who c o n s t i t u t e  th e  bulk  of th e  p o p u la t io n  i n  th e  coun try . The Government 
has a v i t a l l y  im portan t r o l e  to  p lay  i n  r e l a t i o n  to  th e  o rg a n iz a t io n ,  
s u p e rv is io n ,  guidance, and a t i n u l a t i o n  of a l l  coopera tive  a c t i v i t i e s  i n  a 
s p i r i t  of a c t iv e  h e lp fu ln e s s .

Cooperative Law

The development of co o p era t iv e  movement i n  t h i s  country  was fo r  
many years  confined to  a g r i c u l t u r a l  c r e d i t  s o c i e t i e s  as a remedy f o r  r u r a l  
in d eb ted n ess .  As th e  scheme.was, a t  th e  beg inn ing , in te n d e d  merely t o  be 
i n  th e  form of an experim ent, no s p e c i a l  co o p era t iv e  law was enac ted .
The l e g a l  requirem ents  of th e  scheme were met fo r  th e  tim e by an amendment 
t o  th e  law on a s s o c ia t i o n s ,  passed  i n  1916. By 1928, when th e  a g r i c u l t u r a l  
c r e d i t  co o p era t iv e  development was w e l l  under way w ith  f a i r  s a t i s f a c t i o n ,  
a s e p a ra te  c o o p era t iv e  law was promulgated as "The Cooperative  S o c ie t i e s  Act,
B.E. 2471”, g iv ing  a wide scope to  a l l  t y p t s  of co o p e ra t iv e  e n t e r p r i s e s .  I t  
underwent s l i g h t  a l t e r a t i o n s  i n  l a t e r  y e a rs  and i s  s t i l l  i n  f o r c e .  The 
Government, however, s t i l l  confined  i t s  co o p era t iv e  program t o  a g r i c u l t u r a l  
c r e d i t  s o c i e t i e s  u n t i l  a f t e r  t h e  C o n s t i tu t io n  of 1932. S ince  then  coopera tive
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s o c i e t i e s  of o th e r  types were a ls o  given t h e i r  p la c e  forming a movement of 
both producers and consumers i n  th e  Kingdom. A l i s t  of number and types of 
coopera tives  i n  Thailand a t  th e  end of 1965 i s  appended.

The absence of th e  economic and s o c i a l  fo rce s  which provided th e  
motive power of t h e  coopera tive  movement in  Europe, combined w ith  a low 
ed u ca tio n a l  l e v e l  of Thai fa rm ers , i s  among th e  f a c to r s  which have made th e  
coopera tive  development i n  Thailand a very  slow and d i f f i c u l t  p ro c e ss .
However, i t  has passed  from i t s  s tag e  of e a r ly  in t r o d u c t io n  to  th e  s tag e  of 
a c t iv e  o p e ra t io n ,  r e q u i r in g ,  th e r e f o r e ,  e f f ic ie n c y  i n  th e  management of th e  
s o c i e t i e s ,  i f  th ey  a re  to  f u l f i l l  t h e i r  o b je c t iv e s .  Consequently, th e re  i s  
n e c e s s i ty  t o  have adequate p ro v is io n s  i n  th e  coopera tive  law f o r  ensuring  
proper su p e rv is io n  and e f f i c i e n t  management of th e  bus iness  and op e ra tio n s  
of th e  s o c i e t i e s  and a lso  fo r  t h e i r  amalgamation. A  new b i l l  on co o p e ra t iv e  
s o c ie t i e s  which inc ludes  such p ro v is io n s  has been p repared  and, i t  i s  expected , 
w i l l  be made a law t h i s  y e a r .

Government Cooperative Agencies

The O ffice  of th e  R e g i s t r a r  of Cooperative S o c ie t ie s  i s  a t  p re sen t  
a t ta ch ed  to  th e  M in is try  of N a tio n a l  Developnent and headed by a R e g is t r a r  
who i s  co n cu r ren t ly  a Deputy U nder-Secre tary  of N a t io n a l  Developnent. The 
R e g i s t r a r  i s  i n  charge of th e  o rg a n iz a t io n ,  r e g i s t r a t i o n ,  l i q u id a t io n ,  
su p e rv is io n ,  and a u d i t  of a l l  ty p es  of co o p e ra t iv e s ,  as w e l l  as coopera tive  
educa tion  and t r a i n i n g  and o th e r  nessu res  fo r  th e  developnent of th e  movement 
i n  g e n e ra l .  Ke a c ts  p r in c ip a l ly  through th re e  departments c o n s t i tu te d  
according to  su b je c ts  d e a l t  w ith j  v i z . ,  one of th e n  i s  r e s p o n s ib le  f o r  
developing th e  c r e d i t ,  m arketing , and consumers1 co o p era t iv es  program, and 
th e  second i s  e n tru s te d  w ith  th e  im plem entation of th e  land coopera tives  
program, w hile  th e  t h i r d  i s  concerned w ith  th e  a u d i t  of c o o p e ra t iv e s .  These 
departments a l s o  fu n c t io n  w ith in  th e  purview of th e  M in is try  of N a tio n a l  
Development.

In  th e  f i e l d ,  th e  R e g i s t r a r  i s  a s s i s t e d  by n ine  R egional Cooperative 
I n s p e c to r s ,  under whom th e r e  a re  P r o v in c ia l  Cooperative S uperv iso rs  working 

in  63 p ro v in ces ,  supported  by 182 D i s t r i c t  Cooperative S u p e rv iso rs .  These 
lo c a l  su p e rv iso rs  a re  e n tru s te d  w ith  th e  r e g u la r  s u p e rv is io n ,  in c lu d in g  
g e n e ra l  guidance, of t h e  coopera tives  under t h e i r  spheres  of a u th o r i ty .
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Currently, tho tasks of cooperative education and tra in in g  are s t i l l  
l e f t  to  the government cooperative agencies.

Membership education i s  p e r io d ic a lly  conducted in  group meetings by 
resp ec tiv e  D is tr ic t  Cooperative Supervisors and th e ir  s t a f f  under the guidance 
of th e  P rov in cia l Cooperative Supervisors, As a supplementary measure, nine 
mobile un its equipped with au d io -v isu a l aids and teaching s t a f f  are dispatched . 
by the Cooperative Training Centre, 'within the M inistry of N ational Development, 
to  every cooperative lo c a l i t y  once a year to  help th e  lo c a l  supervisors d issem i
nate inform ation on cooperative a c t iv i t i e s  and ru ra l occupations among th e  
e x is t in g  and p o te n tia l membership. This medium provides h e lp fu l r e p e t it io n  for  
those educated through group d isc u ss io n s .

As regards the tra in in g  of committee-members and managers o f coopera
t iv e s ,  r e p o n s ib ility  a lso  r e s ts  with th e  lo c a l  su p erv isors. In th is  resp ec t, 
they acjopt on-the-job  tra in in g  method for  reg u la rly  imparting such p r a c tic a l  
knowledge as b u s in ess ,p r a c t ice s , bookkeeping, and policy-m aking to  the tr a in e e s .

In ad d ition , seminars on cooperative management and current problems 
are arranged from time to  tim e, a t the d is t r ic t  or p ro v in c ia l l e v e l ,  among 
office-b earers: and managers o f each p articu lar  type of coop eratives. O ff ic ia ls  
from th e departments connected with th e cooperative development are u su a lly  
dispatched to  provide te c h n ic a l a ss is ta n ce  in  such a semminar, which l i s t s  for  
a few days. Training m ateria ls are a lso  supplied  by such departments. In  
financing the tra in in g  program fo r  th is  category o f personnel, th e  cooperatives  
concerned share most o f the expenses. They are required , under th e ir  by-law s, 
to  s e t  a s id e  a cer ta in  percentage of the annual surplus for  th e  purpose of 
education and tra in in g .

The Cooperative Training Centre conducts annually, in  c lo se  cooperation  
with the cooperative departments, four refresh er  courses of two weeks each for  
departmental cooperative in sp ec to rs , and a four-month tra in in g  course for  newly 
recru ited  junior o f f i c ia l s  of a l l  government cooperative a g en c ies . Moreover, 
seminars on cooperative adm inistration and p r a c t ic a l problems are held  every  
year for the P rov in cia l or D is tr ic t  Cooperative Supervisors, The Centre a lso  
conducts research in  cooperation for  purposes of improving e f f ic ie n c y  of i t s  
s t a f f  and p u b lica tio n s.

With regard to  inform ation a c t i v i t i e s ,  the Centre makes use of radio  
and t e le v is io n  broadcasting as w e ll  as p u b lica tion s is su e d , in  co lla b o ra tio n  with 
th e cooperative departments.

Cooperative Education and Training
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As for  higher education, the Faculty o f Economics and Cooperation, 
K asetsart U niversity  (the n a tion a l a g r icu ltu ra l c o lle g e } , o ffers  a fiv e -y ea r  
course on cooperation, a g r icu ltu ra l economics, and re la ted  su b jec ts . Most 
graduates from the Faculty are usually  recru ited  in to  the government cooperative, 
a gen cies, and, a fter  being given p r a c tic a l tra in in g  in  th e f i e l d ,  become coopera
t iv e  supervisory o f f i c ia l s .

I I .  SOM PROBLEMS

I t  i s  proposed to  include in  th is  paper a few o f many problems faced by 
the Government in  developing th e cooperative movement, w ith a view to  stim ulating  
d iscu ssio n  at the Conference.

In Thailand, the slow progress of th e  cooperative development i s  
ascribed to ,  in te r  a lia :

1. lack  of knowledge regarding basic p r in c ip les  and p ra c tices  of 

cooperatives on the part of farmers and lack  of proper lo c a l  leadersh ip  
to  develop i t ;

2. lack  of an adequate cooperative education and tra in in g  system;

3 . lack  of n o n -o f f ic ia l  p a r tic ip a tio n  in  th e cooperative movement;
4. lo c a l  a g r icu ltu ra l cooperatives being too sm all for  economy in  

operation, in e f f ic ie n t  management, lack  of s u f f ic ie n t  p a r tic ip a tio n  by farm er- 
members, extreme shortage of c a p ita l, and in s u f f ic ie n t  a tten tio n  to  in teg ra te  
cred it w ith marketing and supply;

5. Shortcoming in  le g a l  p ro v is io n s, p a r tic u la r ly  in  resp ect of 
su perv ision  and amalgamation of cooperatives.

In th is  country, although cooperative s o c ie t ie s  have been in  ex isten ce  
fo r  about f iv e  decades, system atic education and tra in in g  i s ,  however, o f recent 
o r ig in  and only in  the early  s ta g e s . This lack  or in e ffe c t iv e n e s s  o f education  
and tra in in g  for a long t in e  has been one of th e important fa c to rs  r e su lt in g  in  
th e  dormant fu n ction in g  and winding up of many cooperatives.

In im parting cooperative education to  the e x is t in g  and p o ten tia l  
membership, emphasis i s  now a h ifted  fron th e teach ing of cooperative philosophy  
to  th at of ways and means for  proper a p p lica tio n  of cooperative p r in c ip les  and 
p ra ctices  to  the so lu tio n  of the farmers' problem s itu a t io n , th e ir  r ig h ts  and 
ob lig a tio n s in  a cooperative endeavor, e f f ic ie n t  member con tro l over the coopera
t i v e ’s a f f a ir s ,  guidance in  th e -wise use of c r e d it , improved farn ing p r a c tic e s ,





encouragement of sav in g s ,  e tc .  In  t h i s  connec tion , th e  a p p l ic a t io n  of 
study-group nethod has r e c e n t ly  been encouraged. An im portan t i n i t i a l  problem 
i s  th e  t r a i n i n g  of loader:: and s e c r e ta r i e s  e le c te d  by t h e i r  r e s p e c t iv e  groups.The 
lo c a l  coopera tive  su p e rv iso rs  a re  a lso  ass igned  th e  t a s k  of t r a in in g  f o r  group 
lead e rs  and s e c r e t a r i e s .  I n  th e  e a r ly  s ta g e s ,  th e  group le a d e r  and th e  s e c re ta ry  
u s u a l ly  perform t h e i r  fu n c tio n s  with th e  a id  of th e  l o c a l  coopera tive  su p e rv iso r .

In  th e  f i e l d  of coopera tive  development, th e  membership ed u ca tio n a l  
program has to  be worked i n  as an ex ten s iv e ly  d e c e n t ra l iz e d  manner as p o s s ib le .
In  view of t h i s  f a c t ,  i t  has been determined t h a t  th e  amalgamation of sm a l l - s iz e d  
a g r i c u l t u r a l  coopera tives  and enlargement of c o o p e ra t iv e s '  management s c a le  a re  
p re s s in g  needs i n  order t h a t  th e  primary coo p era tiv es  may be a b le  t o  g rad u a lly  
conduct group s tu d ie s  and ex ten s io n  s e r v ic e s ,  i n  a d d i t io n  to  th e  government's 
performance.

S ince 19&2, coopera tive  su b je c ts  have been in co rp o ra ted  i n  t e x t  books 
of middle and v o c a t io n a l  s ch o o ls .  However, t h i s  cannot be given f u l l  e f f e c t .  
F u r th e r  a ttem p ts  w i l l  be made by th e  Cooperative T ra in in g  Centre, i n  coopera tion  
w ith  e d u ca tio n a l  a u t h o r i t i e s ,  t o  in c lu d e  coopera tion  as a su b jec t  of s tudy  in  
th e  te a c h e r s '  t r a in in g  c o l le g e s .

As th e  p roper o r i e n ta t io n  and t r a in in g  of departm enta l s t a f f  and 
coopera tive  p e rsonnel i s  im p e ra t iv e ,  th e  coopera tive  departments a re  und e rtak in g , 
i n  c o l la b o ra t io n  with th e  Cooperative T ra in ing  C entre, t o  in c re a s e  th e  number of 
sh o r t  r e f r e s h e r  courses f o r  t h e i r  s t a f f  and provide  s p e c ia l  t r a i n i n g  i n  a c tu a l  
management fo r  managers and o th e r  employees o£ f a i r - s i z e d  c o o p era t iv e s .

One g en e ra l  problem i n  a rran g in g  educa tion  and t r a i n i n g  programs l i e s  
i n  th e  f a c t  t h a t  th e  magnitude of such work n a t u r a l ly  depends on th e  a v a i l a b i l i t y  
of f in an ce  and q u a l i f i e d  te ac h in g  s t a f f .  Talcing i n t o  c o n s id e ra t io n  th e  v a s t  
coverage of coopera tive  educa tion  and t r a i n i n g  i n  th e  country  and th e  in te n s iv e  
work re q u i re d ,  a c t iv e  c o l la b o ra t io n  i n  t h i s  f i e l d  between th e  Government and 
th e  co o p era t iv e  movement i s  needed. A p lan  i s  now made f o r  o rgan iz ing  a 
C ooperative Union of Thailand , which w i l l  perform  such fu n c t io n s  as coopera tive  
propaganda, ed u ca tio n ,  t r a i n i n g ,  and r e s e a rc h ,  i n  c lo se  working r e l a t i o n s  w ith  
th e  government coopera tive  ag en c ie s .

With th e  passage of th e  new b i l l  on coopera tive  s o c i e t i e s  e a r l i e r  
mentioned, s t ro n g  moves toward amalgamation of sm a l l - s iz e d  a g r i c u l t u r a l  coopera
t i v e s  w i l l  be undertaken  i n  o rder to  in s u re  t h e i r  econoi.dc v i a b i l i t y ,  a b i l i t y  to  
employ t r a in e d  p e rso n n e l ,  and s u f f i c i e n t  p a r t i c i p a t i o n  i n  th e  a f f a i r s  of th e  
proposed Cooperative  Union, We must a l s o  e a r n e s t ly  s t r i v e  to  push on an
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in c re a s in g  s c a le  along m ulti-pu rpose  coopera tives  fo r  i n t e g r a t in g  c re d i t  w ith  

marketing and supply .
A g r ic u l tu ra l  c r e d i t  cooperatives  have been f inanced  by th e  Bank fo r  

C ooperatives. The Bank has a paid-up  share  c a p i t a l  of Baht 10 mi111 on, U0% of 
which i s  a t  p re s e n t  he ld  by th e  Government and 60% by th e  co o p era t iv es .  I t  
ob ta in s  funds t o  f in a n c e  i t s  lending  opera tions  from p a id - in  c a p i t a l ,  r e s e rv e s ,  
d e p o s i t s ,  coopera tive  bonds, and loans from th e  M in is try  of Finance and th e  
Government Savings Bank. The Bank's ne t worth does no t provide a base fo r  
acquring  s u f f i c i e n t  funds to  meet a g r i c u l t u r a l  c r e d i t  needs. The N a tio n a l 
A g r ic u l tu ra l  C red it  Board, r e c e n t ly  appointed by th e  Government, i s  now 
p reparing  a necessa ry  work p la n - fo r  th e  o rg a n iz a t io n  of a new Bank f o r  A gricu l
t u r e  and Cooperatives t o  be implemented t h i s  y e a r .  The e x is t in g  Bank f o r
Cooperatives w i l l  be merged w ith  th e  new bank. The l a t t e r  w i l l  be g iven th e  
r o l e  of the  a g r i c u l t u r a l  f in an c in g  i n s t i t u t i o n  a t  th e  n a t io n a l  l e v e l ,  a cq u ir in g  
a d d i t io n a l  funds f o r  a g r i c u l t u r a l  c r e d i t  and c o o p era t iv e s .  Government p a r t i c i p a 
t i o n  i n  share  c a p i t a l  of th e  proposed bank -will be made to  a considerab le  ex ten t  
and, i n  a d d i t io n ,  loans from i n t e r n a l  sources a re  a l so  expected. Cooperatives 
and p r iv a te  i n s t i t u t i o n s  w i l l  be e l i g i b l e  to  su b sc r ib e  to  i t s  share  c a p i t a l .
The main fu n c t io n  of th e  bank w i l l  be th e  f in an c in g  of e x i s t in g  a g r i c u l t u r a l
c r e d i t  coopera tives  and those  which w i l l  be organized e x te n s iv e ly .  The m arketing 
and land c o o p era t iv e s ,  which have h i t e r t o  been f in an ced  by government a p p ro p r i
a ted  funds, w i l l  a l s o  have access t o  th e  bank 's  re so u rce s .  B esides, d i r e c t  loans 
w i l l  be extended, th rough branch o f f i c e s ,  to  in d iv id u a l  farmers i n  a g r i c u l t u r a l  
expansion a reas  where coopera tives  have not y e t  been organized.

With f inances  fu rn ish ed  by the  new bank, th e  Department of C red it and
Marketing Cooperatives w i l l  be implementing an expansion program of f a i r - s i z e d  
a g r i c u l t u r a l  c r e d i t  coopera tives  employing a superv ised  c r e d i t  method. Each 
member of such a coopera tive  i s  re q u ire d  t o  su b sc r ib e  to  t h e  share  c a p i t a l  i n  
th e  amount of not l e s s  than  5 per cent of each lo an  ob ta ined  by him. E x is t in g

v i l l a g e  c r e d i t  s o c i e t i e s  w i l l  g ra d u a l ly  be merged i n to  f a i tv s i z e d  a g r i c u l t u r a l
c r e d i t  c o o p era t iv e s .

As f o r  m arketing co o p era t iv e s ,  we have r e c e n t ly  enforced a p lan  to  
in c re a s e  membership f i n a n c i a l  p a r t i c i p a t i o n  along th e  fo llow ing  l i n e s :

(1) In  o rgan iz ing  a l o c a l  m arketing c o o p e ra t iv e ,  membership must 
fu r n is h  f u l l  amount of th e  funds needed fo r  f ix e d  a s s e t s .

(2) Government loans  g ran ted  t o  any l ^ c a l  m arketing coopera tive  should , 
as a r u l e ,  no t exceed f i v e  tim es of i t s  owned c a p i t a l ,  and they  must be used 
only f o r  c i r c u l a t i n g  c a p i t a l ,  not f o r  f ix e d  investm en t.
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(3) Members are required to  in crease  th e ir  investment p e r io d ic a lly .  
A dditional loans from the Government are a v a ila b le  only on a matching fund 
b a s is .

Since the ultim ate aim of the government action  in  the cooperative  
f i e ld  i s  th e  creation  of a se lf-su p p ortin g  cooperative movement, another 
area of our attempts i s  th e promotion of reg ion a l and cen tra l cooperative  
fed eration s in  keoping with the improvement and expansion of lo c a l  cooperatives.





Number and Types of Cooperatives in  Thailand 

As of December 31> 1965

A gricu ltu ra l Cooperatives

1, V illa g e  cred it s o c ie t ie s  9901

2 , F a ir -s ized  a g r icu ltu ra l cred it s o c ie t ie s  8
3 , P rov in cia l federations of v i l la g e  cred it s o c ie t ie s  2
4« Paddy and other f ie ld -cr o p  marketing s o c ie t ie s  227
5, P rov in cia l fed eration s of paddy marketing s o c ie t ie s  2
6., S a lt  marketing s o c ie t ie s  3
7. F ish er ies  s o c ie t ie s  13
8. Land settlem ent s o c ie t ie s  277
9. Land hire-purchase s o c ie t ie s  54

10, Land tenant s o c ie t ie s  20

11, Land improvement s o c ie t ie s  130

Non-A gricultural Cooperatives

1, S a lary-earn ers' savings and cred it s o c ie t ie s  77
2 , Cooperative stores ( in c . a w holesale so c ie ty )  143
3 , Other s o c ie t ie s  16
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"ilJyfjRdMENT AND THE COOPERATIVE K0V3d.E..;T :
OF BACKGROUND FACTORS

M r'P .E . Weerarnan, Commissioner, Cooperative development, Ceylon

1. O r ig in a l  Background F ac to rs  ■ •

Cooperation "owes i t s  o r ig in  to poverty  and to t'he d e s i r e  f o r  sorae way 
ou t c f  a l l  th e  d i s t r e s s  and . hardsh ips  tha tp o v e r t  y e n ta i l s "  (H.CUlvert :
Tne Law and P r in c ip le s  o f  C o o p era t io n ) . Cooperation was thus  the  r e s u l t  
o f the  v o lun ta ry  a s s o c ia t io n  o f  persons fo r  the  s o lu t io n  o f  t h e i r  
common economic problems . ' . »

The movement o r ig in a te d  in  Europe in  the  f o r t i e s  o f . th e  n in e teen th  century  
wheA Europe* was experiencing  a rap id  i n d u s t r i a l  r e v o lu t io n .  This 
a ttem pt o f  the  poorer s ec t io n s  of the p o p u la t io n  to overcome the 
hardsh ips  o f  the i n d u s t r i a l  revo lu tion-w as viewed as a conspiracy 
in  r e t r a i n t  o f  t ra d e  and. so tended to be suspected by the  governments 
o f  th e  day. F u r th e r ,  p o o p e ra t io n  in  the urban a re a s  was o f ten  
l in k e d  in  the e a r ly  days with tro.de unionism which was then 
regarded a s  a re v o lu t io n a ry  d o c t r in e .

In the second h a l f  c f  tho n in e te en th  cen tu ry , the movement was 
accep ted  a s  a l e g i t im a te  e f f o r t  but i t  was only  to le r a te d  r a th e r  than 
welcomed by governments.

With the  tu rn  of th e  c en tu ry ,  the  governments o f  western Europe were not 
only  p repared  to accep t the movement but a lso  ready to  oromote i t .  This 
i s  the  p o s i t io n  today . Yet, however, the o r ig i n a l  d e s i r e  to be independent 
o f  government .con tro l remains among these  movements and those o f  the  
United S ta te s ,  Canada and A u s t r a l i a  which grew up in  the same 
t r a d i t i o n .

In  the  under-developed c o u n tr ie s  over which th e  western powers held  
sway, they  s e t  out a c t i v e ly  tc promote the  movement. In  th e se  c o u n t r ie s ,  
such a s  Ind ia  and Ceyl#n "Cooperation was in troduced net because 
i t  was d e s ired  but because i t  was d e s i ra b le "  . dowever, government 
sponsorship, i s  regarded in  th ese  c o u n tr ie s  r nly a s  an in te r im  
measure, "to be su cce ss iv e ly  re l in q u ish e d  a s  the  movement becomes 
more and more capable of s tand ing  on i t s  own f e e t " .

This paper fo llow s upon a review of the  ro le  o f  government in  
co o p era t iv e  developm ent. Hence th e re  i s  no need to rev iew .th e  
p o s i t io n  in  t h i s  paper except in  sc f a r  a s  may be necessary  f o r  the 
p u rp o se 'o f  drawing conclusions . I t  w i l l  have been seen th ^ t  the  
ro le  o f  government in  coopera tive  development d i f f e r s  in  each 
country  both according  to th e  s t a t e  o f  development o f  the  movement 
th e re  a s  well as  the  views c f  tho government concerned in  regard



'to the u t i l i s a t io n  o f tho movement fo r  th;. fu r th s ra n c a  o f  i t s  
p o l i c i e s  towards the 3ctablishm.jnt o f  th;-: W slfars S ta tu .

There a re  b roadly  th ree  groups o f  c o u n tr ie s  whor.i the  
coopera tive  movement f lo u r i s h e s .  These in  which the  government 
performs p r a c t i c a l l y  nr s e rv ic e s  f o r  the  movement, those where 
the governments provide only  b a s ic  f a c i l i t i e s ,  and these wh- .r -• 
the a c t iv e  and ex tensive premotion o f  Cooperation i s  a recognised 
fu n c t io n  o f  the  gov emir, n t .

F in lan d , Denmark, I re lan d  ;.nd Germany are  good examples nf th  . f i r s t  
group. In  Finland the whole movement "has b,-sn based on the f r e e  
i n i t i a t i v e  and w ill  of the- people . I f  a n y th in g , i t  i s  the  government 
which seeks tke a id  o f  the  coopera tive  movement and net v ie :  v rsed1 .
In I r e la n d ,  tho Government only  makes a c o n tr ib u t io n  to the I r i s h  
A g r ic u l tu ra l  O rg an isa tio n  S o c ie ty . In  Germany the movement has boon 
throughout independent o f government c o n t ro l ,  l e g i s l a t i o n  in  respect 
o f  Cooperation in these  c o u n tr ie s  has been m otivated by the 
n e cess i ty  to re g u la te  m a tte rs  a f f e c t in g  the people in  g e n e ra l .
So, in F in land , fo r  example, the Government has re se rv ed  Vne r ig h t  
to supervise aiyi in spec t savings funds m aintained by consumere' 
s o c i e t i e s .  There i s  no o f f i c i a l  o r  s e m i - o f f ic ia l  serv ice  r.oncerned 
with co o p era t iv es  s p e c i f i c a l l y .  Sim ilarly? in  Germany, the F edera l  
Cooperative Jic t  p rov ides  f o r  the d i s s o lu t io n  o f  coopera tive  s o c ie t i e s  
but only "where they a re  g u i l ty  o f  i l l e g a l  a c t s  « r  om issions p r e ju d i c i a l  tc 
the pu b lic  i n t e r e s t ,  o r  pursue commercial aims o th e r  than those l a id  
down in the  ^ c t . "  The government does net undertake any promotional 
o r  su perv iso ry  fu n c t io n s .

Mexico, Japan and Egypt may be c i te d  as  good examples c f  c o u n tr ie s  
where the  governments provi'le  on ly  b a s ic  f a c i l i t i e s  such as r e g i s t r a t i o n ; 
su p e rv is io n  and educa tion . In th ese  c o u n tr ie s ,  the movement ha 3 been 
recognised  not only as being d e s i r a b le  but a lso  a s  deserv ing  of a s s i s ta n c e  
from the  S t a t e .

Where governments take an a c t i v e  p a r t  in  the  promotion e f
C ooperation , the  background f a c t o r  m otiva ting  t a i s  a t t i t u a e  is  the
re c o g n i t io n  th a t  the  coopera tive  method i s  the b e s t  means of
"bringing a n ational development plan down to the. le v e l  of the  Innumerable
small p roducers  on whom n a t io n a l  economy u l t im a te ly  r e s t s . ”

Another background f a c to r  inducing government sponsorship o f the 
c oopera tive  movement in  underdeveloped c o u n tr ie s  i s  th a t  no other  
body or o rg a n is a t io n  is  l ik e ly  to take  the in i t i a t iv e ,  '.especially 
among the  r u r a l  communities, there i s  no* p ro sp ec t  o f spontaneous 
actio n  cn the part o f  the people due to t h e i r  ignorance of the 
p r in c ip le s  o f  coo p era tio n  and ■ the lack  o f  lead ersh ip  among them.
Further . the  poor a re  so pre-occupied with the  problem of earning 
a liv ing- th a t  they have l i t t l e  time to devote to improving t h e i r  
s tan d a rd s  o f  l i f e .  In  many aniierdeveloped a reas , " the  in h a b i ta n ts  
tend to be re s igned  .and a p a th e tic , m is t r u s t f u l  o f  t h e i r  own a b i l i t i e s ,  
d i s in c l in e d  to e x e r t  themselves end a p t  to assume that ffhe 
in i t ia t io n  o f  a l l  a ctio n  i s  the b u s in ess  o f  the  government. where 
such a s t a t e  o f  a f f a i r s  exi»t&> no government can a f fo rd  to n eg lect



a t  1 e a s t  to a t tor i ;pt  tc ‘f o s t e r  c o o p -s r e t ion  -r  i th . ; r ehy  ■> 
to brin... i n t o  a c t i o n  o rg a n i s e : !  b o d i e s  - c t i v i l :  working t o r
• P- ’improvements which the government' i t s e l f  ie  anxious to f i e c t  
bu t ,  i/ithoub such u n o f f i c i a l  cooper- t io n ,  could onl;» lo so 
a f t e r  the  la p se  o f an in to le ra b ly  lbn-. tiig . . ae.iaai.n l i , ;o  
one j u s t i f i c a t i o n  fo r  governments goina beyon:; tn e a r  bore le g a l  ^ d i 
lu t io n s  and a c t i v e ly  tak ing  a hand in f o s te r in g  Coo p ra t io n "  .
(w.KiK. Garapb ;11 : P r■■ c t i o . J  Coop-sration in  aei-i and a f r i c a )  .

Another background f a c to r  is  th a t  Cooperation so lves  the problem of
le a d e rs h ip  and Inc e l personnel the  lack  rvf ahich i s  a "barri. ;r to 
the d i f f u s io n  of n.aj id e e 3 and techniques" . "C oop-ration rus  b jen 
described  as th.o keys ton.; 'of in .,.rch w ithout which te ch n ica l  
knowledge Affereti from the side o f  the S ta te  ...aid en terprise ; on tha.; 
p a r t  c f  th-' people w i l l  not succeed in  supporting  ..i. p ro g ress iv e  
r u r a l  economy.” *'

The main background f a c to r s  or in f lu en ces  v/hiclj le ad  to a r e l a t i o n s h i  
between Governments and!*cooperatxve movements, th e re fo re ,  a re :

1 .  The need to give l e g a l  re c o g n i t io n  to coopera tive  s o c ie t i e s
aad to provide fo r  t n d r  proper maii.ag errant and su p erv is io n  
in  the  i n t e r e s t s  of the movement;

2 . The ne :;d to safeguard  the  r i g h t s  c f  th ; people v i s - a - v i s
t  n e 3 e s o c i e t i e s ,

3 .  The n:.ed to p reven t any abuse c f  the  p r iv i l e g e s  -.cccrded to
coo;.)erative s o c i e t i e s ;  ‘ c.

4-• " The need to promote the movement because -
t a .  i t  i s  p e r  se d e s i r a b le  and no body, o th e r  than the  gov e mm on.

i s  l i k e l y  to take  the i n i t i a t i v e  in  promoting i t ;
b .  i t  i s  the b e s t  ire.ins c f  n a tiona l development;
c j i t  so lves  the prc blem c f  the lack, o f  le a d e r s h ip  and lo c a l  

p a r s o ta e l  f c r  the  d i f f u s io n  * f n:..w ideas and tech n iq u es .

I I .  Fra se n t  background f a c to r s  ' «

W hilst the  forage ing a re  the background f - c t o r s  which m-~ka f o r  the 
a s s o c ia t i o n  o f  the St.it:. v/ith th :  coop .r t i v e  movement, th e re  ere 
o th e r  background f a c to r s  which in f lu e n c e . th a t  a s s o c ia t io n  e f t  : r  i t  
has bean ostablive’d ed . Th...s_. in  f a c t  a re  th.: f a c to r s  more im portant 
to us i t  t h m o m e n t .  They a r  ; a s  follows- 

< *
, 1 .  The change in  the  a t t i t u d e  of governments towards co o p era t io n .

The c o lo n ia l  r u le r s  o f  th a t  time .intended the movement to be a t r u l y  
independent one . 'T hey  $id  not seek to  im.plement t h e i r  schemes c f  
dotfelopnu n t  .-through t h e  coop r d i v o  movement . - ' T h e y  only expected mucn 
more ^ould be done b y  t h e  peopl,, f o r  themselves through the movement.



"Whors t h - r e  is  so much w aiting  to W, don-o and so l i t t l e  men:,.;
• r  manpower with which to d* i t ,  a system which i s  o~p ;.ble c l  b ring  lag 
in to  a c t io n  an army oi' u n o f f i c i a l  and unpaid ag en ts ,  working 
a c t i v e ly  to produce seme of the  b e n e f i ts  to which government 
a sp ir es , i s  c e r ta in ly  not one which anyone can a f fo rd  tc  n e g l e c t .” 
(Campbell) . The movement was In troduced  by them not because i t  
was req u ired  by the gov.rnment but because i t  was d e s i ra b le  th a t  
the  people should tr. mad... a l iv e  to tho p o t e n t i a l i t i e s  o f  an

• ind .pendent p e o p le 's  movement, The se lf -g o v e rn in g  c h a r a c t j r  o f  
the movement was upp^rm^st in  t h e i r  minds, as i s  evidenced in  tne  
Adm inistration Reports of the Ceylon R egistrars o f  that p e r io d .
They Wore no t .in a bu rry  b-,causa the gcv ;mmen.t did  not depond on 
the movement fo r  the imp! ..mentation c f  any of i t s  schemas of 
development. They wont slowly t u t  s u re ly .  So in  Ojylon fo r  
in s tance  the B r i t i s h  Gev eminent spread the  c r e d i t  iacvem. n t  with 
g re a t  su ccess .  The Ceylon movement was s t a r t e d  in  1912 and by 
194-2 th e re  was a very  s trong  c r e d i t  movement. I t  was s trong  by coopera
t iv e  s tan d a rd s ,  fo r  i t  was w ell on the way tc d e o f f l e g a l i s a t i o n ,
Th.:r„ were su p e rv is in g  unions and co rp o ra t iv e  banks. There was 
an army * f co opera tive  sub in sp e c to rs  paid from a:i independent 
Audit and S uperv is ion  Fund and p a r t l y  s e lected  by a r  ..gional 
f e d e r a t io n .  Then came the deluged The war 'conditions  o f  1942 
n e c e s s i t a te d  the s t a r t i n g  c f  the  coopera tive  s to re s  movem.nt. The 
government was in  a h u r ry .  They saw in  tho comparative movement th  ; 
b e s t  mams o f  combating th  3 d i f f i c u l t i e s  i f  d i s t r i b u t i o n  and so , 
without p roper p re p a ra t io n  o f  th e  ground, four thousuni 
coopera tive  s to re s  s o c io t i e s  were s t a r t e d .  Hsnc .-forth th-;
Ceylon ;se Government looked upon co opera tion  a s  t h ; bes t  me:ms o f 
implementing i t s  schem ta <»f n a t io n a l  development. Th. s ta r e s  
movement was fo lljw od  scon a f t e r  the  war by a d r iv e  fo r  
a g r i c u l t u r a l  P roduction  end S a le s  S o c io t ie s  fo r  tho purpose of 
a s s i s t i n g  f jo d  preduotion. few years la t e r  th e re  was a drive
f o r  t e x t i l e  Weavers' s j c i o t i e s ,

In t h i s  process the p r in c ip le  of voluntary a j s o c i a t i i n - w - s  iVorlooaed 
to a l a r g e  e x te n t .  The government give th . .s ;  s ic i -  t i e s  a v i r t u a l  
monopoly in  th e ir  p a r ticu la r  f i e l d s  o f  a c t i v i t y  by making the 
f a c i l i t i e s  a ffo rd od f o r  ,con>mic development a v a ila b le  only  to ^ op era
t iv e  s o c i e t i e s .  The in e v ita b le  r e s u l t  was th a t  members 
became in a c tiv e  and unint^rested  in  t h e i r  s o c i e t i e s  fo r  b>th 
themanagement and the membership took th in g s  f i r  g r a n t e i .

Today governments conceive >f tha  consumer movement 
mainly in  terms >f reducing l i v i n g  c o s ts ,  tho a g r i c u l tu r a l  
movement mainly as a means j f  • *onc*uraging food p roduc tion  
e tc .  Thoy have th e re fo re  no h e s i t a t i o n  te u t i l i s e  the  movement to 
serve the e n t i r e  n a t io n  members and non m.mbers a l i n e .  Thoy have 
no a l t e r n a t i v e  schemes f o r  the im p le m e n tt io n  » f th  Dir p o l i c i e s  
wherever s o c i e t i e s  f a i l  to d e l iv e r  t h g o o d s .  They also cannot 
wait u n t i l  the  cocp;;retivo3 ..ra equine d with the r ig h t  
le a d e r s h ip  f o r  undertak ing  th sc d u t i e s . So they svpply the money, 
the equipment, the  t ; .c h n iq u 's  and the managing p e rso n n e l ,  The 
p e ie l a ,  b j t h  members and non m ;mlrers, have no c h o ic .  Vut to 
o b ta in  the  s e rv ic e s  so provided ’jy  the s t a t e  in  th... n-m.:, >f 
Coo a e r a t io n .



The background f a c to r  h-r.. is  th. d e s i r e  of eov.ram. en ts  to 
implement na t io n a l  d ..-v jlopm :nt plans 3 which aim i t  - rap id  
t r -ms fora . t io n  c f  th-. economy :.nd -re g..~r--d to snort t„nr. 
programmes 01' f i v e ,  o r  ;t ::;c s t  t.'.n y e a r s .  --*s r ig h tly  -3k.-a by 
Miss Margaret Digby "Gan o o o p ^ r- t iv i  d jv ..loom ant L, ad justed  
to  such a tim - 3chac?  Or w ill  i t  lo s e  most i t  i t s  content *xnd 
c h e r . c t j r  i.n the erocoss?" Gov .rnrnents. w i l l  continue to uee tho 
coopera tive  movement fo r  the implementation « f t h . , i r  p o lic ie s  c f  
economic growth. I t  Is  w i l  to reaalise t h i s  ■f;.ct, as well :\s 
th.; inev l i a b i l i t y  *f the r s u l t  o f  such tendency towards 
compulsion :md the cr. -atiou o f  coopera tive  monopolies v i z . ,  the 
membership becoming' in a c t iv e  and u n in te re s te d  . What m o d if ica t io n s  
s h a l l  we s u r e s t  to th i s  u n iv e rsa l  p o l ic y  sc th a t  only tho 
ninimum ham. would be done to the con ten t end che,r-;otor o f  
Cooperation;' .

2 .  Secondly th e re  ar^ a number « f  background f a c to r s  which a re  th:; 
c o r o l l a r i e s  o f  the government's ch-nged a t t i t u d j t#war.is the 
movement, to w i t : -

•

(a) The a ttem pt to i f f - c t  rap id  n a t io n a l  aeveloprreant through 
t the  cooperative  s o c i e t i e s  has n e c e s s i ta te d  the ^nv .rnment 

i t s e l f  running tho s o c ie t i e s  which fw ll  by tho w.iy sid ; b:-.caus3 
o f  th..: need to prevent a gap  from occu rr ing  in  the chain  of 
s o c i e t i e s  requ ired  fo r  g iv ing  . a p a r t ic u la  r  s e r v ic e .  Thor-e c.an be 
no w-pik l i n k .  I f  th e re  be , i t  h„s to be ’Tian.ig.el f o r  th  : so c ie ty  
conc :rn.;d by government appo in tees  .This is  tho main reason  why 
p ro v is io n  was m:ado fo r  the  sup ersess io n  c f  committees f o r  pe riods  
o f  two to fo u r  ye.i-f’s .  Even without th e re  being the  n e c e s s i ty  
to implement a government schema; o f . developm n t ,  supersess ion  f o r
a, sh o r t  pe r iod  to  r e c t i f y  mot t o r s  and to hand b -ck Ihe pi -nag ..meat 
to t h e  s o c io t / s  e le c te d  committee would v ; ry  well be s a lu ta r y  
but t h i s  should be done by th.; s o c i e t y ' s  S e c o n d a r y  union or 
f e d e ra t io n  and a t  the s o c i e t y 's  re q u e s t .  The powers takan  by 
the gov rnment to  supersede the  committee cannot amount to the 
s;ame t h i n g . Legal p ro v is io n  fo r  th is  e x i s t s  in  many ’a c o u n try 's  
l e g i s l a t i o n  -nd i t  i s  not l i k e l y  th a t  th i s  power w i l l  bo given 
up. What i s  more, governments w ill  tend more and more tc  nominate to 
such superseding  committees persons o f  t h e i r  p o l i t i c a l  p a r t i e s  
and th is  w il l  in e v i ta b ly  l:-.ad to th.P e x p l o  i t  a t io n  of the 
movement f o r  p o l i t i c a l  ands, not to speak of the fu r th e r  
d e t e r io r a t io n  o f  memb.. r- in teO ’est whicn ::..ay ,.ven be k i l l e d  
a l to g e th e r  by th i s  s to p ,  do t on ly  w ill governments, be l e d  to 
nominate persons to supersede committees where the o rg a n is a t io n  
h .s become weak, out tney w i l l  even bo le d  to supersede where the re  
i s  r e a l l y  no need fo r  i t ,  merely to s a t i s f y  p o l i t i c a l  su p p o r te rs  
whose so le  i n t e r e s t  i s  on ly  tn o t  of taking revenge on the members 
c f  the e le c te d  committee because of the l a t t e r  not supporting  
them a t  a re c e n t  l o c a l  o r  p a rliam en tary  e le c t io n ?  -nil these  
unhealthy  tendenc ies  s tein from the p ro v is io n  fo r  
su p e rse ss io n  * f  s le e te d  committees with governm ent's  nominees, 
which p ro v is io n  i s  now in  the  s ta tu t 3 book ;.nd w i l l  not be 
removed. I t  w il l  be the unenviable  t-.sk o f  t h i s  conference to 
f in d  a way out o f  th i s  impasse.



(b) I'he change in  tho emphasis of the servic-38 rendered to th ;
movement by th:.; Department o f  Cooper e tivo  Development is

an o th er  c o ro l la ry  of th.- change in  ^ y im ra  ;?nt 's a t t i t u d e  to Coou^ra- 
t i o n .  The main duty of tho Department o f  Cooperation w'.s th,:, 
educa tion  md tra in in g  o f tho membership. Th.-.- In sp ec to rs  ;-tt---ndud 
meetings o f  s o c ie t i e s  and taught tho members tho methods and 
p r a c t i c e s  of co o p e ra t io n . dut now th o r  ■ is  nc timo fo r  such 
teach in g . The in sp ec to rs  r - p-re-occupied with m anagerial fu n c tio n s  
such tho o b ta in in g , disbursem ent and r  cevcry * f lo  ins given 
by tho government. 3o tho m a tte r  o f  prime in ito r tan co ; education  in  
Cooperation, i s  n eg lec t  el. This io a background f a c to r  o f  tremendous 
im p o r t . • Tho on ly  s o lu t io n  to t h i s  s itu .- .tion  sooms tc bo th~ t 
re a l  coopera tive  su p e rv is io n  and teach ing  should be undertaken by 
tho su p e r io r  unions - the  secondary and t e r t i a r y  fe d e ra t io n s .

(c) ^notl^er background f  ic tq r  o f  the  o r i e n t  day io the d e s i r e
o f  governments tc bypass coopera tive  t^nks o r  b a n k s  fo r

coopera tives  in  the  n u t t e r  o f  f in an c in g  th  ; movement. This u n d e r
mines t h e  conten t and cfcui-act or o f  tho movement. T h e  id.u-1 would bo 
to supply  -a ll a v a i la b le  government f inance  to tho coopera tive  bank 
o r  to th e  b-nk so t up by the  government f* r . fu nc tion ing  -as tha  c e n t r a l  
bank o f  the  movement, and leav e  i t  tc  t h a t  bonk to lend tc 
s o c i e t i e s  on .tho ir  coop . r-ativs m e r i t s .  The govurnmont p r e f e r s  to lend 
d i r e c t  to the s o c ie t i e s  implementing tho p a r t i c u l a r  
scheme o f  development and- in  doing so overlooks tho need to 
observe the s tandards  c f  coopera tive  c r e d i t .  ^11 th it tiio 
governs ant is  concerned w ith i s  tho quick im plem ent-tion o f  p o l i c y .
J-his i s  a b nek ground f a c t o r  to bo reckoned w ith .

I
vd) fh j mo-t se r io u s  c o r o l la r y  o f  Government's u t i l i s  i t io n  o f

• tho  coopera tive  movement f o r  i t s  own purposes i s  tho . b s e n c o  
o f  any d e s i r e  on tho p a r t - o f  the  government to d e o f f i c i a l i s o  t r u  - 
movement. Tho a t te r .p t  to g e t quack r e s u l t s  through cooper'-tiv-.s 
loads  to mismonagomont' in- s p i te  o f  government su p erv is io n  and t h i s  
lo -d s  to mou. o f f i c i i l i s a t i o n ;  O f f i c i a l s  themselves w i l l  not work 
for  t h e i r  own e l im in a t io n .  The e f f o r t  to d e c f f i c i a l i s o  must come 
from th-..; government. But the  p re sen t  tendency i s  a a i t e  the 
o p p o s i te .  'When quick r e s u l t s  a re  demanded tho movement can nev~. r  
develop to i t s  f u l l  s t a tu r e  and so o f f i c i a l s  must continue  tc be in 
charge . O f f i c i a l s  w i l l  ~1ways go fo r  quick r e s u l t s  and so the  
v ic io u s  <jirclo continu  es. O ffic ia lis -a tio n  which was mo aat to bo a 
tempor-ry phase has coma to be regarded as - permanent 
arrangem ent. :

(e) xi.nether- background f  .c to r  o f  importance i s  the re lu c ta n c e  on tho 
p - r t  o f  the  odue.otod end b e t t e r  p i-co d  to t  ~ke an i n t e r e s t  

in  the movement. Thoir apathy . . r is e s  from th.:. v i r t u a l  monopolies 
which c o o p era t iv e s  enjoy and the s t r in g e n cy  o f  the law . Therefore  
the  b e t t e r  p laced -see no p o in t in  try in g  to f o s t e r  tho movement and 
r i s k in g  t h e i r  good r e p u ta t io n .
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3 . i’h j ro  '.r-3 o th ^ r  background f  .c tc r s  in  t h i s  r e l a t i o n s h ip : -

(-0 Tho change in  tho a t t i t u d e  o '  tne in s  p a c to r  toeerde  th ..
movement is  ano ther ircport-xnt c ckground f  -c tcr in  tb 

p resen t  day r e la t io n s h ip  between th.' e t  I d .no th , movmoait. 
Tim,.; wes wh m th.. cooperative  in s p e c to r  was e t r u  > guid;., 
ph ilosopher ...nd f r ie n d  to tho v i l l - g  r  :'.nd - m ission  .ry 
o f  Cooperation. The import ."me e pi -c.ed on rap jd  economic 
growth -it the  cos t c f  cooperative  p r in c ip le s  has g radua lly  
turned  th a t  m issionary  in to  an o rd in  ry govomm ;nt 
o f f i c i a l  with no sp e c ia l  zeal fo r  the  movement he i s  
serv ing . ' Given o th e i employment of oear l mo notary  value 
immy w ill  not hec.it ate to leave  the f o ld .  The: o ld  brigade  

.o f  m issionary  o f f i c i a l s  is  f a s t  disj.p;;e.ering from the  scene 
b:;ing now well in  t h e i r  f i f t o e s ,  -nd th... now in sp e c to rs  
tak ing  t h e i r  pl--co h e/o seen only gov .■■rnment-inspired 
coopera tion  -nd c -nnct o v .r  com; up to the old s tan d a rd .  I h ., 
o ld e r  gofter.-tion themselves have l o s t  to o i r  m issionary  sea l 
having b o o n  compelled f a r  too o I t  on to compromise c o o p e r - t i v o  
p r in c ip le s '  with t h e  p o l i t i c a l  dem.nds o f  t h e  day at t h .  
b e i i o s t  of the governments t h e y  s o r / u . Even iho h i g h e r  
o f f i c i a l s  of t h e  Deportment would become lukowa-rm te t r i o  
p r in c ip le s  o f  coopera tion , fo r  tha path  of lo  .s t  l e s i s to n c o  
i s  th a t  o f  c a r r y i n g  out o rd e rs  without even try in g  to guide 
t h e i r  M in is te r  to make d ec is io n s  th '- t  -.ra c o o p era t iv e ly  
c o r r e c t .

In  c o u n tr ie s  were the coopera tive  movement bus not y e t  become 
a t r u l y  p e o p le 's  movement, end mace, of the i n i t i a t i v e  has yot 
to come from the . c f f i e i  1  le .-dors  e f  the movement, the 
gr dual d isappoaranee o f  the  m iss ionary  s p i r i t  end 
o f  the  co n v ic t io n  th .it  Cooperation is  a "Dh.erma" to be 
l iv e d  up to ,  a way o f  l i f e ,  i s  a. s e r io u s  background f a c to r  
in  the  development o f  the coopera tive  movement by ^he S t a t s .

(b) Together with the  foregoing  must bo considered  ano ther  
equally  s e r io u s  background f a c to r  in f lu en c in g  the

a s s o c ia t io n  between the  S ta te  md the coopera tive  movement, 
v i z . ,  t h a ' gradual c u r ta i lm en t c f  th , independence of tha 
o f f i c i a l s  charged with the  ta sk  of coopera tive  development. 
The R e g is t r a r  i s  no lo n g e r  "the foundation  c f  the 
movement" as C alvert  p u t3 i t .  Ha i s  e f t an d ic ta t e d  to by 
government and the independence given him by s t a t u t e  o f te n  
becomes m ean ing less .  So. the  comparators -ra sub jec ted  tc 
p o l i t i c a l  d ec is io n s  even in  pure ly  -d m in is t r . t iv e  m a t te r s .

(c) a n o th e r  background f a c to r  i s  tha  tendency o f  governments 
to make f req u en t  changes in  the p e s t  c f  i e g i s t r a r  and

■ to overlook the  n.aed to appoint men with, p revious experience 
o i coopera tive  dwvelofment te t h i s  p e s t .  Tne g r e a te s t  
do.nger to tho movement i s  "tho f a d d i s t  and the. uninformed
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e n th u s i a s t . "  I t  is  d i f f i c u l t  f o r  any parson 
to fu n c t io n  u se fu l ly  .s a r - teg is tr i r  un less  ha h.-.~s 
served in  the Dep-itni^nt of Cooperative B^-veloprar-nt fo r  
a number of ye-re  y - .r l io r  as a deputy.

ii P-o-gistrer should be nan who has imbibed coopera tive  
p r in c ip le s  m--th...do und p r a c t i c e s  md i s  imbued with tho 
s p i r i t  of cooper'-tion and i s  a lso . o.no who h.-s drunk deep 
o f cecporo.tive experience befo re  h is  -.''ppeintment to be tho 
head o f th i s  " g r ^ t  educa tive  movement". (C a lv e r t ) .  He 
should be - "picked o f f i c e r  of experience and a u th o r i ty "  
xs recviGmendvd in  the  Macl-igan H jp o rt .  Cno who h -s  not 
q u a l i f i e d  in  th is  monner f o r  the  p oe t w i l l  f a l l  sy prey 
to p o l i t i c a l  /s’incuuvring and also  f a l l  te see the 
in c o r re c tn e s s  c f  in s t r u c t i o n s  which -re  u n & a p .r  ; t ivo  per  so 
e r  are harmful to the  movement. Thors is  tho l ik e l ih o o d  
o f government p r e f e r r in g  an inexperienced  o f f i c e r  te be 
a t  the h e ld  o f  the. movement f  c r  i t o  own p o l i t i c a l  convenience. 
Wherever th ^ t  has happened the r e s u l t  has be -,n to d r i f t  
away freer, Coo pore. t i o n .

(d) knc th-^r backgrcund f a c to r  i s  the; assignment e;f the su b jec t  
o f  cecper i t io n  to a M in is te r  whc is  charged with o th e r  

fu n c t io n s  as w e ll .  Th.ero ie the  n a tu ra l  tendency fo r  
emphasis te be 1 ; id on Cooperative Development in  the  f i e l d s  
a ss igned  to th a t  M in is te r  in  p re fe ren ce  te th ese  f i e ld s  
f a l l i n g  w ith in  the purview of o th e r  M in i s t e r s .  In  t h i s  
p rocess  i t  may ha-p-pon very  w ell th .-t emphasis m iy ne t be 
given in  the m a tte r  o f  coopera tive  davel..pment to whet Is  
r e a l l y  m: re  im p o r tan t .  Perhaps the boSt arrangement would 
b ;  f o r  th o -s u b je c t  of Corporation, to be ass igned  te a 
s e p a ra te  m in is te r  who. i s  ne t charged with the  
a d m in i ,s t r a t i . n af eth.-;r deportments or tho implement etie n 
of any sp ec ia l  scheme o f na.tlon.il development. I t  has 
sometimes happened th a t  gevernments hove ass igned  tne  
su b jec t  of cee-par...tian te  the  M in is te r  of Fin--nee and in  
some cases  te the  Prime M in is te r  h im se lf  perhaps as a r e s u l t  of 
reason ing  as has been done above. But n e i th e r  c f  thorn w i l l  
be able to f in d  tho tim e to give due a t t e n t i o n  t .  the  
s u b jec t  o f  coopera tive  development. -us alim-st .>.11 schemes 
c f  n a t io n a l  development, have to be .implemented through _ -
co o p era t iv e  s o c i e t i e s ,  a l l  M in is te r s  in  charge of sp e c ia l  
schemes should have the  same a t ta in t! .  n from the  M in is te r  
L r  C .o p e ra t i . ,n .  This c-n be a ssu red  only  i f  tne  
M in is t e r  f i r  Cer p e r .a t i .n  . ia  ' la im s e l f  ne t re sp o n s ib le  fo r  

v • eay- sp ao ia l  scheme o f  n ^ t i . .m l  development. Ihe
development o f  the  coopera tive  movement i s  in  i t s e l f  
a su b jec t  t h i t  w i l l  keep h is  h .nds f u l l . The tendency 
to- a ss ig n  the  su b jec t  of eo o p e ra t io n  to- a m in is te i  a l .n g  
with o th e r  s u b je c ts  i§„ t h o r . f . re ,  a b .ckgr:and f a c to r  
... n which t h i s  C 'n forence  sh u la  make e. roc - mm e n d a t io n .
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[u) I w-. uld l i k e  c. m^nti rn n.r l . . s t  b.mk;-:, round f e t o r .
In t h i s  rro-tt.r the Co ...p.,r..tiv . n. v-.jaunt w. uld .cp .. ;.r t  be 

v n tho e r r in g  sidt:. I  r e f e r  t  tha d e s i r e  n th p i r t  
■- f  eo - pa native; uni-.-ns and f o d e r r t i  ns at th.: n - t i . n - 1  le v e l  
t..- a b ta in  g r m t s  from tha ga vernm m t  f a r  th ; fu r to  „r aic.; 
f  tha ... b jo c ts  f  those i n s t i t u t i  no .This p r - e t ' c e  i s  n. t 

now t  the c_ -p o ra t iv e  me van j n t . Anrieultux- .1 . rg;.nis . t i ,n 
s., c i o t i e s  in  the UK rece ive  g r .n t s  f r  ra t h e i r  a v ..mo-ent, 
Likowise the. i i l l  Ind ia  Cooperative Union (nr w the Noti n-rl
C. r e e ra t iv e  Union a f  India) ond the  Co per '- tivo  
-c oder :,ti.:. n of Ceylon. In  same eases these  g ran ts  are r e la te d  t  
am-unt c f  e a t r  abut ions th a t  th  rs-.. i n s t i t u t i  ns c tn e r a  l e e t  
f r  m t h e i r  memb rr s r c i o t i e s .  In -other c.ises th_>re i s  n such 
p ro p o r t io n  l a id  d- wn. ail th ugh th i s  i s  a 1 n.r e s ta b l ish e d  
f a c t  in  the  c..a par ; t iv e  world, th.-r . i s  rar - '_a ins  ay ing 
the f a c t  t h . t  such g ran ts  w i l l  tend t'- reduce in  sa-m . to. or sure 
the  sense a f independence c f  th ese  n a ti-m a l c .. p m o tive  
b o d ie s .  We wha spo.ak s: much of the independence : f  the 
car.-porative rrroveia n t a re  net s l 'w  t :  p ick  up the crurabs 
th - 't  f a l l  from the government ta b le  ? I t  must be granted - t  
the same time th a t  the c.--. po.r r t iv e  a .voorcnt has an equal r ig h t  
to rece iv e  a s s i s ta n c e  f r  m the s t a t e  as e th e r  no. vomonts or 
i n s t i t u t i o n s  hove, fo r  the c cp^r . t iv o  rroavem ent he lps  in  
n a t i  a--.l devela pm ont in  even ■- big.;; -r way than  any o th e r  
i n s t i t u t i :  n can. I t  i s  e s s e n t i  -„I however, th a t  the  
rece iv in g  of t h i s  a s s i s ta n c e  fr-.ro the  S ta te  she-uld be so- 
a rranged  th a t  the  coopera tive  movement w il l  net be ob liged  
to make -annual o p p l ic a t ie n s  fo r  t h i s  g ran t ,  n r  should i t  
be p o s s ib le  f o r  the  annual grant to bo v a r ie d  except on 
p r in c ip l e s  l a i d  dawn well in  '-dvr-nce and p re fe ra b ly  in  
R egulations  made und^r the  Co-operative ^ c t .  i.ega.1 p ro v is ie n  
f o r  governiii.nt irr-aking th is  g ran t on f ix ed  c r i t e r i a  w..-uld be the
b e s t  guarantee  t h r t  tho, n-..-.ti-n-al ■. rg  .mis ati,: n repr... 3 ent ing
the movement -I ,rt the  n a t i .  ri-1 level, v i r t u a l l y  the 
p a r l i -m en t  e f  the  movement, remains independent o f  government 
c n t r r l  w h ils t  being e n t i t l e d  to- r...ceive th ese  g ra n ts ,  
the on ly  requirem ent being th a t  the nati- n J .  o rgan is  t i a n  
has i t s  name en the  R e g is te r  c f  C ' -p o r r t iv e  s o c i e t i e s .

The a s s o c ia t io n  o f  the  St a t e  and the  co prr-ative mrrvement i s  a
s in e  qua non c f  n a t io n a l  development in  th  , undor developed
co u n t r i o s . 3c so lu t io n s  must be i'.-und tr the  p r  blears -arising 
from the background f  r c ta r s  enumerated abrve in  o rd e r  th a t  th i s  
a ss  e l a t i o n  w i l l  le ad  t-. the  success e f  n a t io n a l  development 
schemes as well as the h e a l th y  growth o f th  e co o p e ra t iv e  
movement, with a l l  the good th a t  i t  e n t a i l s .
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There are two schools of thought in  regard  to  tho p a r t  th at the  S ta te  should 
p lay  i n  r e l a t i o n  to  coopera tive  development. One view i s  t h a t  the  S ta te  should 
keep i t s  hands o f f  coopera tion  and being a voluntary movement, i t  should be 
l e f t  to  the  i n i t i a t i v e  o f  the  people them selves , The advocates o f  t h i s  
p o in t  o f view c i t e  the  example of Western co u n tr ie s  where coopera tion  
developed out c f  the  need and urge f e l t  by the  people themselves and th e re  
was h a rd ly  any i n i t i a t i v e  o r  a s s i s ta n c e  f ro n  th e  s ide  o f  the  S ta te .  I t  i s  
contended t h a t  Cooperation which emerges i r o n  below In  t h i s  manner can 
blossom in to  s trong  and h e a l th y  movement based on s e l f - h e lp  and mutual a id .
I t  i s  such a novement th a t can gen era te  t r u e  coopera tive  s p ir i t  among the  members 
and a d m in is te r  to  t h e i r  economic be tte rm en t as a lso  to s o c ia l  ’w e ll-be ing .
State sponsorsh ip  o f  coopera tive  movement may m i l i t a t e  a g a in s t  I t s  v o lu n ta ry  
character and in  t h i s  connec tion , the  fo llow ing  Qoservation of Sir Horace 
P lu n k e t t  a rc  r e le v a n t  :

" The w idely spread  and numerously supported Indian  Cooperative 
Movement should more a c c u ra te ly  be c a l l e d  a coopera tive  ' 
p o l ic y .  I t  was c re a te d  b y 'r e so lu t io n s '  ( to  a l l  i n t e n t s  and 
purposes, lawa) of the  C en tra l  Government and has been 
adm in is te red  almost wholly by the  a b l e s t  c i v i l  se rv ice  i n  
the  world'1.

This could be road in  tho l i g h t  o f  the  importance which S ir  Horace P lu n k e t t  
a t ta c h e s  to  what he co n s id e rs  a fundamental p r in c ip l e  o f  coopera tion  namely 
" the  immeasurably more e f f e c t i v e  va lue  of o rgan ised  voluntary a c t io n  than 
o f  s ta te  a s s i s t a n c e ,  however, e s s e n t i a l  t h i s  might be

A v a r i a n t  o f  t h i s  view i s  t h a t  i n  the  s o c ia l  and economic co n d it io n s  ob ta in in g  
in  under-developed c o u n tr ie s  i t  i s  n ecessa ry  t h a t  the  S ta te  should  sponsor 
Cooperation and i n i t i a t e  people in to  i t  bu t t h a t  i t  should go no f u r th e r  
by way o f a id in g  c o o p e ra t iv e s .  This was the  p a t t e r n  t h a t  was fo llow ed  more or 
lo s s  by B r i t i s h  Government in  I n d ia ,  I t  was thought t h a t  an i n i t i a l  s t a r t  
having boon g iv en , Cooperation would s t r i k e  ro o ts  i n  the  s o i l  and would be 
ab le  to  a t t r a c t  a la rg e  membership and prov ide  a v a r i e t y  of s e rv ic e s  to  i t .
Tho B r i t i s h  Government in  In d ia  c lo se ly  adhered to  th e  p o lic y  .not to  g ive  
d i r e c t  f in a n c ia l a id  to- the  movement. The Government a t t i t u d e  was to  
disc la im  a l l  f in a n c ia l r e s p o n s i b i l i t y  f o r  Cooperation and to  extend no' 
monetary support f o r  i t .  They thought t h a t  t h i s  p o l ic y  would help  in. • 
th e  e s ta b lish m en t o f  a genuine coopera tive  movement which would be s e l f -  
contained and s e l f - s u p p o r t in g .  This hope was, however, n o t .f u l f i l l e d  and 
except fo r  some b r ig h t  spo ts  here  and th e r e ,  tho  movement' on th e  whole



lan g u ish ed . The v c r d ic t  pronounced on i t  by a high powered co n n itto o  in  1951 
was t h a t  i t  had f a i l e d .  This i s  a t t r i b u t a b l e  to  v a r io u s  causec. Or.a i s  t h a t  
to  which f o r c e f u l  express ion  has been given by S ir  Horace P lu n k e t t ,  v i z .  th a t  
o f f i c i a l  sponsorship  re in fo rce d  by excessive  o f f i c i a l  r e g u la t io n  and i n t e r 
fe rence  i n h ib i t e d  tho  growth of n o n - o f f i c i a l  le a d e rsh ip  and s t u l t i f i e d  i n i t i a  
and sense o f r e s p o n s ib i l i t y  on .i ts  p a r t .  The Ind ian  view, however, i s  
t h a t  i t  was o v e r-a d m in is tra t io n  and u n d er-f in an c in g  o f the  movement t h a t  
was i t s  bane. The Cooperative Planning Coisnittoo 1945 gave th e  opin ion  th a t  
one of th e  main causes of tho  U n i t e d  p rog ress  of th e  Cooporativo Movement in  
In d ia  Was the  la la e c z  f a i r e  p o l ic y  o f  the  B ritish . Government. Another 
coopera to r  observed "tho work so f a r  done i s  no t in  any way adequate to  th,.. 
immensity o f  the  problem# Nothing s h o r t  o f  w idespread s t a t e  machinery 
w i l l  re c o n s t ru c t  the  v i l l a g e  and the. v i l l a g e r .  I t  i s  only when t h i s  
o b je c t iv e  has been ach ieved , a t  l e a s t  to  an ap p rec iab le  e ir ton t,  t h a t  vo lu n ta ry  
effort by the  people  themselves can nalco f u r t h e r  headway w ith  adequate 
grants and subventions f ro n  l o c a l  boards and th e  government".

This brings us to  the  second school o f  thought which advocates t h a t  in  under
developed 'cco n o e io s ,  Cooperation con develop only as p a r t  of an o v e r - a l l  
state p lan  o f  development and t h a t  s t a t e  a id  and a s s i s ta n c e  i n  v a rio u s  
forms should be nadc a v a i la b le  to i t  i n  the  i n i t i a l  s tag es  t i l l  I t  
s t a b i l i s e s  i t s e l f .  Cooperation as a v o lu n ta ry  raid spontaneous novenont 
can o r ig in a te  among s o c i e t i e s  which have a lre ad y  broken.away a t  l e a s t  to 
some e x te n t  f ro n  t r a d i t i o n a l  moorings and among people ’who have a t t a in e d  
a c o r t a in  measure of l i t e r a c y ,  w e l l -b e in g  and s e c u r i t y .  In  Western c o u n tr ie  
Cooperation cone i n  th e  wake of a g r i c u l t u r a l  and i n d u s t r i a l  r e v o lu t io n s .
In  under-developed c o u n t r i e s ,  i t  i s  too much to  expect t h a t  Cooperation can 
precede te c h n o lo g ic a l  advance in  a g r i c u l tu r e  and in d u s t r y  u n le ss  an impetus i  
g iven  by government ag en c ie s .  My view i s  t h a t  i n  under-developed c o u n t r io s ,  
e s p e c ia l l y  i n  those  where planned programmes a re  in  o p e ra t io n ,  sponsorship  
o f  Cooperation by government should be accep ted  as. a means f o r  i t s  cpeedy 
development. Hue sa feg u a rd s ,  however, should be taken  In  t h i s  r e s p e c t .
Some of th e se  a re  :

1 .  Sponsorship should not tak e  the  shape of obsess ion  w ith  f u l f i lm e n t  
o f  t a r g e t s .  Q u a l i ty  should no t be s a c r i f i c e d  a t  th e  co s t  o f  q u a n t i ty ,

2 .  Sponsorship should  no t tak e  away i n i t i a t i v e  from the  people and as 
f a r  as p o s s ib l e ,  th e  people them selves should  be encouraged to  s e t  
t h o i r  s o c i e t i e s  on the  ground and g e t  them go ing , . Guidance and advice 
may bo ten d ered  b u t i t  should  n o t  take  th e  form o f  d i r e c t io n s  and 
o rd e r s .

3 . Sponsorship o f  Cooperation by government should n o t  take  away v o lu n ta 
r in e s s  from i t ,  i-Jhilo p e rsu as io n  and in c e n t iv e s  f o r  th e  people  to  jo in  
co o p era t iv e s  'would be i n  o rd e r ,  they' should no t be l e g i s l a t e d  o r  coerced 
by o th e r  means to  e n te r  i n to  C ooperation.

Along with sp o n so rsh ip ,  government r e g u la t io n  o f  the  movement would a lso  
appear to be n ece ssa ry  in  developing  economies in  o rd e r  to  p rev en t  p e rv e rs io n  
o f  c o o p era t iv e  i d e a l s  and to  sa feg u a rd  weaker s e c t io n s  from e x p lo i t a t io n .  
R egu la tion  may ta k e  th e  form o f  r e g i s t r a t i o n ,  a u d i t ,  i n s p e c t io n ,  in q u iry  
and l i q u i d a t i o n  o f  s o c i e t i e s .  Gore should be ta k en ,  however, t h a t  government 
agenc ies  do n o t  i n t e r f e r e  i n  th e  day to  day a f f a i r s  o f  th e  s o c i e t i e s  and 
a l s o  t h a t  p r o g r e s s iv e ly  r e g u la to ry  powers a re  t r a n s f e r r e d  to  h ig h e r  l e v e l  
c o o p era t iv e  i n s t i t u t i o n s  whose o rg a n is a t io n  should be f o s t e r e d .



I t  i s  no t enough, however, fo r  t h e  government 'bo sponsor tho movement and 
to  r e g u la te  I t .  There i s  need also to a s s i s t  I t  In  a ta n g ib le  and m atori. 
way. In  under-developed economies, there ai\ no t enough savings avai3.able 
with the  people to  enable then to  s u s ta in  s o c i e t i e s  ivlth t h e i r  own rcsourc 
I t  i s  n o t p o s s ib le ,  th e r e f o r e ,  to organ ise  v ia b le  s o c ie t i e s  r i g h t  f ron  t h .  
beginn ing . I t  tak es  some time f o r  tho s o c i e t i - c  to  f in d  t h e i r  f e e t  and 
become s c l f - s u f f i c i o n t .  For the in te r im  p e r io d ;  they  need a s s is ta n c e  
to bo able  to hold t h e i r  own and to keep ao ing . A ss is tance  from the 
government can be rendered in  a v a r i e ty  of ways. Some of th ^se  a re  :

1 » Cooperatives may be allowed rem ission of or concessions in
c e r t a in  ta x e s .  For ex-impic, in  In d ia  coopera tives  a re  exempt from
stamp duty  and r e g i s t r a t i o n  fee  and upto a p o in t  from incom e-tax .

2 ,  They may be a s s i s t e d  i n d i r e c t l y .  For example, tho government may 
taka  on the  r e s p o n s ib i l i t y  of a u d i t  and may no t charge th e  e n t i r e  
c o s t  to  c o o p era t iv e s .

3, The government may provide  thorn w ith  m a n a g e rs /s e c re ta r ie s  a t  
i t s  own c o s t ,

4 ,  The government may s tre n g th en  borrowing powers of the s o c i e t i e s  
by c o n tr ib u t in g  to t h e i r  share c a p i t a l ,

5, Government may give them g r a n t - in - a id  f o r  s p e c i f i c  purposes -
say f o r  s e t t i n g  up a godown or f o r  engaging c e r t a in  c a te g o r ie s  of st.af

6, Government may a s s i s t  them w ith loans  a t  a concessiona l r a t e  of in te r e

7 , Tho government may appo in t them agents  on a monopoly b a s is  or
o therw ise  f o r  d i s t r i b u t i o n  of c e r t a in  commodities i n : s h o r t  supply ,

o. The government nay extend patronage to  them In  o th e r  forms ~ say by- 
making government purchases from them or g iv ing  them c o n tra c ts  f o r  
execu tion  of works and so on.

9 . In  p a t ro n is in g  c o o p e ra t iv e s ,  tho  government nay allow then  m arg ina l 
p r ic e  p re fe re n c e .

As I  an m ainly concerned In  t h i s  paper w ith  the  su b je c t  of "Some o th e r  
forms of a s s i s ta n c e  (government) to  c o o p e ra t iv e s ,  rx in o g e ria l ,  c o n s u l t a t iv  
s e rv ic e s  e t c . " ,  I  do n o t  propose ' to  go in to  the  .ethos or r a t i o n a l e  of 
o th e r  forms of a s s i s ta n c e  ,accept to  observe in  a g en e ra l  way t h a t  in  
dev is ing  a p a t t e r n  f o r  government a s s i s t a n c e ,  care  should bo, -taken to 
see t h a t  i t  does n o t  become a d d ic t iv e ;  t h a t  i t  i s  no t followed by 
government p r a c t i c a l l y  a d m in is te r in g  or c o n t ro l l in g  th e  -a id -receiv ing  
s o c ie ty .  I  would l i k e  to  say somothirg now on government a s s i s ta n c e  in  
reg a rd  to  m anageria l and c o n s u l ta t iv e  s e r v ic e s .



C o n s u l ta t iv e  S e rv ic e s

So f a r  as I  know, th e re  a re  no government c o n s u l ta t iv e  so rv icus  as such 
for coopera tives  in  any developing country* In  I n d ia ,  the  p rope r  ro le  
t h a t  was conccived f o r  the  coopera tive  department was t h a t  i t  would a c t  r 
f r i e n d ,  p h ilo so p h e r  and guide of th e  Movement. In  o th e r  words, the 
department was n e an t  to  g u i d e  tho coo p era tiv es  and adv ise  then  in  t h e i r  
working. In  case coopera tive  departments conform to  tho ro le  envisaged 
f o r  th e n ,  thoy w i l l  be fu n c tio n in g  as consu ltan ts  f o r  the  nov._r.vjnt, Souo 
concre te  arrangements in  t h i s  r e s p e c t  can a lsc  be thought o f .  I t  i s  
common f o r  f in an c in g  i n s t i t u t i o n s  to  secure an agreement from tho borrow! 
s o c ie ty  t h a t  a r e p re s e n ta t iv e  of t h e i r s  would be- on t h o i r  nanaging 
c o n n it te e  who w i l l  p a r t i c i p a t e  in  tho  d iscu ss io n s  bu t w i l l  n o t  ex o rc ise  
any v o ting  r i g h t .  Such a ro p re 3o n ta t iv c  a c ts  as a c o n su l tan t  f o r  tho 
s o c ie ty .  S im ila r ly  in  c o o p era t iv e s  whore government has a s u b s t a n t i a l  
s ta k e ,  it nay nominate a re p ro s -n ta t ' iv e  on th e  nanaging committee w ith  
the  c le a r  unders tand ing  t h a t  ho would no t ho ld  any o f f i c e  nor c a s t  any 
v o te ,  In  In d ia ,  the  Government has the  r i g h t  to  nominate thro,., o r  o:ie 
th i r d '  o f  the  board o f  nanagenent whichever i s  l e s s ,  i n  s o c i e t i e s  i n ’ 
which it buys s h a re s .  G enera lly , there i s  no r e s t r i c t i o n  on those  nominee 
as regards  t h e i r  r i g h t  of v o te .  Perhaps, i t  would be h e a l th y  convention 
raid would conduce to  sound co o p era t iv e  development I f  government 
nominees a c t  merely as guides and a d v is e r s .  Of co u rse ,  i f  they  f in d  t h a t  
any d e c is io n  of th e  management w i l l  je o p a rd ise  tho f i n a n c i a l  s t a b i l i t y  
o f  the  s o c ie ty ,  they  may take  up tho  n a t t e r  i / i th  h ig h e r  govor;imental 
a u t h o r i t i e s .

As coopera tive  a c t i v i t y  expands in  d iv e rse  f i e l d s  and becomes complex 
in  I t s  working, i t  will s tan d  more and more in  need o f  t e c h n ic a l  ad v ice .  
For example, coopera tive  farming s o c i e t i e s  may have to  lean h e a v i ly  on 
t e c h n ic a l  advicc from a g r i c u l tu r e  departm ent. S im ila r ly ,  lo.-bour ana 
construction cooperatives'will need te c h n ic a l  support of engineering  
departm en ts .  I f  an arrangem ent can be made whereby coo p era tiv es  can 
easily secu re  technical guidance from the concerned government department 
I t  would g r e a t l y  he lp  in  t h e i r  o p e ra t io n s • »’Jhat g e n e ra l ly  happens i s  
t h a t  th e re  i s  inadequate  c o o rd in a t io n  between co o p era t iv e  s o c i e t i e s  
and coopera tive  departm ents who a rc  n o rm ally  in  a d m in is t r a t iv e  charge 
o f  them on the one side and th e  te c h n ic a l  departm ents on the  o th e r .
To the  e x te n t  th e  th re e  can work i n  c o l la b o ra t io n ,  cooperatives w i l l  
be s u c c e s s fu l .

M anagerial

I t  i s  w e ll  known t h a t  in  developing  countries th e re  i s  shortage of t r a i n s  
man-powor* Next to  f i n a n c i a l ,  the  severest handicap from which 
co o p era t iv e s  a rc  s u f f e r in g ,  i s  la c k  of m anageria l s k i l l .  Cooperative 
management needs to  be s tren g th en ed  f i r s t l y  a t  th e  l e v e l  of non-officials
i . e .  elected members of managing committee and o f f i c e - b e a r e r s , 
and secondly a t  the level of co o p era t iv e  employees, Government 
assistance i s  required to s t re n g th e n  the management on the non-official
a.s w e ll  as on tho  s t a f f  s i d e .  In  In d ia  th e  programme of education 
and t r a i n i n g  of n o n - o f f i c i a l  l e a d e r s  I s  e n t ru s te d  to  th e  National 
Cooperative Union o f In d ia  . This programme i s  f in an ced  wholly by the  
Government o f  I n d ia .  Under t h i s  programme thor~ i s  a la rg o  body o f  instn 
who go to v i l l a g e s  and take  s h o r t -p e r io d  c la s s e s  i n  which th ey  ex p la in

• co o p e ra t iv e  working on i t s  practical s ide  to members of nanaging conm itte



This programme was s t a r t e d  in  I?;-? oid s ince  thm:. 636457 n - r - in f . ;  commits .. 
na&burs have k . n  t r r . in cd , Apart _‘rcn t h is ,  the  n ation a l Cooperative Union 
o f India r-dopts c e r ta in  other ncnsurcs a lso  to  b u i ld  up n o n - o f f i c i a l  lo a d e r  ship* 
These a rc  :

a ,  A Cooperative Congress i s  held, every two years which i s  a t tended  
by a l a rg e  nmbor of lead ing  cooperators  i r o n  a l l  over th e  country

in  which d iscu ss io n s  aru hold on cooperative p o l i c i e s  and programmes 
in  t h e i r  broad p e r s p e c t iv e .

b , Seminars are  he ld  a t  n a t io n a l ,  's ta te , re g io n a l  .end d i s t r i c t  l e v e l s  to
en l ig h te n  and inform n o n - o f f i c i a l  le a d e r s h ip .

c ,  Study to u rs  a re  arranged under which working of su cc e ss fu l  coopera tives  
i s  dem onstrated to  n o n - o f f i c i a l  l e a d e r s .  N ational-C oopera tive  Union of 
In d ia  a lso  sponsors d epu ta t ion  of p ro n in en t  n o n - o f f i c i a l  le a d e rs  to  
s tudy the  working of fo re ig n  cooperative  movements.

S ta f f  T raining

Tho N a tio n a l  Cooperative Unian of In d ia  I s  a lso  ir, over a l l  charge of t r a in in g  
arrangements f o r  the  s t a f f  of coopera tive  I n s t i t u t i o n s  as a lso  o f  coopera tive  
departments• For t h i s  purpose , i t  i s  provided w ith funds by Government.
The Union, in  t u r n ,  has appoin ted  a r e p re s e n ta t iv e  committee which looks a f t e r  
th is  programme. 'This Comriittco i s  running a C en tra l College which t r a i n s  s e n io r  
l e v e l  p ersonnel and a lso  undertakes  re sea rch  on coopera tive  s u b je c t s .  There, 
a re  16 Regional T raining Centres f o r  In te rm ed ia te  l e v e l  personnel u n d e r  
t h i s  Committee. For .junior le v e l  personnel, there arc 67 t r a in in g  cen tre s  
i n  various  p a r t s  o f  tho co u n try .  These cen tre s  a re  under the  charge e f  
S ta te  Cooperative Unions. Tho in te rm ed ia te  t r a in in g  cen tre s  have arrangements 
fo r  i n s t r u c t i o n  in  s p e c ia l i s e d  courses a l s o .  For example, they arrange  courses 
on m arke ting , land mortgage banking, i n d u s t r i a l  cooperation  and so on.
The Government o f  In d ia  i s  also, running a management I n s t i t u t e  f o r  employees 
of consumer c o o p e ra t iv e s .  Those t r a in in g  programmes remain under constan t 
review o f  Government o f  In d ia  and a re  re -ev a lu ed  p e r io d ic a l ly  by experts  
committees.

Subsidy f o r  Cooperative S ta f f

Apart from t r a in in g  arrangem ents , the  Government a lso  a s s i s t s  coopera tive  
i n s t i t u t i o n s  w ith  subsidy  so t h a t  they  can engage s u i ta b le  management -personnel. 
Tho subsidy  i s  f o r  a s p e c i f i c  p e rio d  and ta p e r s  o f f  w ith in  th re e  to  f iv e  y e a r s .
I t  i s  presumed th a t by the  end o f  t h a t  p e r io d ,  th e  concerned - so c ie t ie s  w i l l  be 
i n  a p o s i t io n  to  meet the  c o s t  of t h e i r  s t a f f  from t h e i r  own re s o u rc e s .  Normally, 
s o c i e t i e s  a rc  l o f t  f r e e  to  choose t h e i r  own s t a f f ,  though in  some S ta te s  the  
government la y s  down n in in u n  q u a l i f i c a t i o n s  t h a t  the  s t a f f  on which i t s  subsidy  
i s  em ended must f u l f i l  .

Loaning o f departm enta l o f f i c e r s  to  s o c i e t i e s

In  some S ta te s ,  the  p r a c t i c e  o f  o f f i c e r s  of coopera tive  departm ents being l e n t  to 
apex and o th e r  in s t i t u t io n s  to  work i n  re sp o n s ib le  ca p a c itie s  I s  i n  vogue. The 
departm ents seem to  p r e f e r  i t  because i t  appears  to  p rov ide  them w ith  the  
le a s t  l in e  o f  res is ta n ce  to  ensure t h a t  co o p era t iv e  in s t i tu t io n s  work on r i g h t  
l i n e s ,  Tho Board of Management o f some cooperative i n s t i t u t i o n s  a lso  seem to
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r e o c t  favourab ly  to  t h i s  arrangement because i t  p rov ides  than with q u a l i f i e d  
and t r a in e d  pe rso n n e l to  a t te n d  to m anageria l d u t ie s  and saves the:; the  
b o th e ra t io n  o f  looking  f o r  s u i ta b le  persons them selves . As a sh o r t- te rm  
arrangem ent, one nay n o t  f in d  tho p r a c t i c e  excep tionab le  but i t  cannot be 
commended as a r e g u la r  f e a t u r e .  In  In d ia  the  d e p u ta t io n is t s  f ro n  coopera tive  
departm ents to  coopera tive  i n s t i t u t i o n s  f a l l  i n to  th re e  c a te g o r ie s .  F i r s t l y ,  
th e re  are o f f i c i a l s  o f  the  departm ent who are  appointed by govunr.'.ont 
agenc ies  to  hold  execu tive  p o s i t io n s  i i i  some coopera tive  i n s t i t u t i o n s .  They 
re c e iv e  t h e i r  pay and allowanccc f ro n  the  Governn^nt and tho c o s t  i s  no t 
recovered  f r o n  coopera tive  s o c i e t i e s .  This amounts to  Government d iv ing  
m anageria l subsidy  eq u iv a len t  to  t h e i r  co s t  to  those  s o c i e t i e s .  An arrangement 
o f  t h i s  n a tu re  i s  a p t  to  i n p a i r  the  sense of r e s p o n s i b i l i t y  o f  board of 
d i r e c to r s  of th e se  s o c i e t i e s  and m i t ig a te  t h e i r  autonony. This system 
i s  being d isco u rag ed . In  the  second ca tegory  a re  Government o f f i c i a l s  
who a re  appoin ted  to  coopera tive  s o c i e t i e s  by government agencies  bu t in  
whoso case t h e i r  c o s t  i s  recovered f ro n  the  i n s t i t u t i o n s  concerned. A c e r t a in  1. > 
degree of d u a l i t y  o f  c o n t ro l  i e  l i k e l y /  a r i s e  In  such an arraiigeroent a l s  ; . / t o  
The t h i r d  course and the  r i g h t  one would appear to  be t h a t  coopera tives  
should  .be l e f t  f r e e  to  make t h e i r  s e l e c t io n s  e i t h e r  f ro n  government 
sources  o r  fror; th e  open i ia rk e t .  In  due co u rse , they  should b u i ld  up t h e i r  
own nanagcnent cadres  w ith th e  he lp  o f  h ig h e r  l e v e l  coopera tive  i n s t i t u t i o n s .
I t  i s  only i n  th e  fo rm ative  s ta g e s ,  p a r t i c u l a r l y  in  .the case o f  s p e c ia l i s e d  
types  o f  co o p e ra t iv e s  l i k e  (m arke ting , p ro c e ss in g ,  n an u fac tu r in g  e tc )  t h a t  
government o f f i c i a l s  nay  be tak en  on lo a n .  But t h a t  should be only f o r  a l im i te d  
and s p e c i f i e d  p e r io d .  What i s  im portan t i s  t h a t  the  Board of D irec to rs  should 
have the  oonpotm ce to  h i re  and f i r e  t h e i r  s t a f f  and i f  they  have to  
su rren d e r  sono o f t h e i r  power in  t h i s  r e s p e c t ,  t h a t  should be don,., only 
i n  the  i n i t i a l  s t a g e s ,  i n  fav o u r of Government and on a r e g u la r  b a s i s , . i n  
fav o u r  of f e d e r a l  c o o p era t iv e  i n s t i t u t i o n s .

To sum up, th e  b e s t  form of Government a s s i s ta n c e  to  co o p era t iv es  on th e  
rnanagenent s id e  vou ld  be to re n d e r  f i n a n c i a l  support to  the  n a t io n a l  l e v e l  
p rom otional apex coopera tive  body to  undertake  educa tion  and t r a i : i in g  o f  
n o n - o f f i c i a l  coopora to rs  and co o p era t iv e  s t a f f .  The government oiay a lso  
a s s i s t  n a sc e n t  c o o p era t iv e s  w ith  :oanagomont subsidy  b u t  w ithou t a f f e c t i n g  
t h e i r  autonomy o r  d i l u t i n g  th e  c o n t ro l  of the  e le c te d  management ever 
th e  p a id  s t a f f .  As th e  novement d eve lops , i t  should b u i ld  up i t s  own 
management cad re s .

Some Other Forms o f  A ss is tan ce

As regards  th e  11 e tc"  p a r t  o f  :o.y s u b je c t ,  I  would l i k e  to  make a mention of 
government pa tronage  o f c o o p e ra t iv e s ,  e i t h e r  by appo in ting  them as agen ts  fo r  
d i s t r i b u t i o n  of s ca rce  com odi t i e s  o r  f o r  o:.aking pu rchases  on b e h a lf  of 
Government. There may not be anything s t r i c t l y .  " co o p era t iv e1' where 
co o p era t iv e  s o c i e t i e s  fu n c t io n  In  t h i s  oiannor on b e h a lf  o f  government 
b u t  tho  advantage to  the::, i s  t h a t  th ey  w i l l  be ab le  to  b u i ld  up t h e i r  
b u s in e s s  and acq u ire  f i n a n c i a l  s t r e n g th  so t h a t  they  can fa.ee- com petition  
■when f reo  m arket co n d i t io n s  a re  r e s to r e d .  The advantage: to  tho Government 
would be t h a t  they  would be saved from op r a t i n g  th rough a 'huge posse 
o f  government s t a f f  w ith  a l l  th e  drawbacks that- an i n f l a t e d  
b u reaucracy  I s  h e i r  t o .



A word of cau tion  t h a t  I  would l i k e  to  sound i s  t h a t  onjoyaont of ;ionopuly 
f o r  an i n d e f i n i t e  p e r io d  xc.y no t bo good f o r  tho  h e a l th  of coopera tives  
and so they  should bo exposed to  com petition  as soon as cond itions  
p e r n i t .

Thcro aro c e r ta in  o th o r  f o m s  of a s s is ta n c e  t h a t  tho  ^ovornriont can 
extend to  co o p e ra t iv e s .  For example, in  India, in  some S t a t e s , a l l  
"u n s k i l le d  works” of the  government aro re se rv ed  f o r  lab o u r and c o n s t ra c t io n  
c o o p e ra t iv e s" .  S im ila r ly ,  in  o rder to  enable h,aidloon c lo th  produced 
by weavers c o o p e ra t iv e s , to  cox.poto w ith mill-made c lo th ,  the  government 
i s  m a rg in a lly  su b s id is in g  the  s a le  p r i c e .  To p laco  i t s e l f  in  funds 
f o r  t h i s  pu rpose , a ccss i s  imposed on mill-made c lo th .
Those racasuros can bo J u s t i f i e d  a lso  on the  ground th a t  th e  b e n e f i t  
accruos to  the  d isadvantaged s ec t io n s  o f  tho coravunity. The c r i t i c i s m  
tha.t i s  sometimes nado i s  t h a t  t h i s  araounts tc  tax in g  tho ccamiunity to 
support i n e f f i c i e n t  isroduction.

L a s t ly ,  I  xay mention t h a t  in  In d ia  i n  sono S ta te s  f o r  government 
purchases a m arginal p r ic e  p re fe ren ce  i s  allowed f o r  p roduc ts  o f  
co ttag e  ;md s x a l l  scale i n d u s t r i a l  c o o p e ra t iv e s .  A ll  t h i s  fo llow s fro:.:
S ta te  r e c o g n i t io n  o f C ooperation, as an in s tru m en t f o r  th e  ccononic 
and s o c ia l  b e t t e n o n t  o f  weaker s e c t io n s ,  which deserves S ta te  
a s s i s ta n c e  in  tho e a r ly  s tag es  o f i t s  growth.
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PATTERNS OF GOVERNMENTAL ASSISTANCE AND THEIR IMPLICATIONS

R ela t io n sh ip  between Co-operative Movement and government Implies essen

t i a l l y  the  problem o f  AUTONOMY, one o f  the  b a s ic  p r in c ip le s  o f  no-oper

a t io n .  There a re  va rious  types of autonomous c o n tro l  o f  co -ope ra t ive  

a s s o c ia t io n s ,  which may be c l a s s i f i e d  in to  th re e ;

A. Id e a l  type , in  a sense, i s  shown in  the  thought o f  'co lo n y ' as 

seen in  Rochdale age. I t  aimed a t  c o n s tru c t in g  a c lo sed  s e l f -  

supplying community, though, o f  course , i t  was no t r e a l i z e d  in  

i t s  complete form. Government was in d i f f e r e n t  o r  unfavourab le  

o r  even oppress ive  toward the Movement. On some occasions they 

were ob liged  to  r e s i s t  a g a in s t  government. Remember th a t  

e d u ca tio n a l  meeting o f  member workers was i l l e g a l  in  those  days. 

Though i t  was very  d i f f i c u l t  to  r e a l i z e ,  such id e a l  o f  complete 

autonomy was n o t e n t i r e ly  f a n t a s t i c  a t  l e a s t  as an id e a l .

B, B. Second type o f  express ion  o f  the  p r in c ip le  o f  autonomy can be 

found in  most Western European c o u n tr ie s ,  e s p e c ia l ly  in  t h e i r  

consumers' Movement, They d o n ' t  wish to  rece iv e  almost no 

a s s is ta n c e  from government except l e g a l  re c o g n i t io n  and l i t t l e  

f i s c a l  advantages. They pu t themselves in to  f r e e  c o n p e t i t io n  

w ith  o th e r  e n te r p r i s e s .

C. I t  i s  doub tfu l i f  i t  i s  p o ss ib le  o r  good f o r  the  Movement to

remain in  the  second type, p r a c t i c a l l y  o r  as a m a tte r  o f  thought. 

In h ig h ly  i n d u s t r i a l i z e s  so c ie ty  where th e re  a re  many bureau

c r a t i c  huge o rg a n iz a t io n s  o f  v a r io u s  k in d s ,  in c lu d in g  t h a t  o f  

governmental a d m in is t ra t io n  a t  th e  to p ,  'autonomy' can never 

e x i s t  in  A-type.

As th e  s o c i a l  d i f f e r e n c i a t i o n  proceeds on and on, wider phases



so as  we may be able to  ’educe' i n f i n i t  l a t e n t  p o s s i b i l i t y  from mas

ses o f  peop le . Such p o s s i b i l i t y  might exceed the  b e s t  o f  what we can 

imagine. This i s  j u s t  the  p r in c ip l e  of ev o lu t io n a l  growth, one o f  the 

p r i n c ip l e s  o f  c o -o p e ra t io n ,  and the genuine meaning of ’ e d u c a t io n ' .  I 

would conclude t h i s  paper remembering th a t  education  i s  the  most im port

a n t  f a c to r  th a t  should cover a l l  phases o f  the Movement,

-4-
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I . In tro d u c t io n

In  th e  process o f  the  development of c a p i ta l i s m ,  farmers and sm all and medium 
e n ten trep ren e u rs  always f in d  themselves in  a h ig h ly  disadvantageous p o s i t io n  in  
t h e i r  com petition  w ith c a p i t a l i s t s  and la rg e  e n t e r p r i s e s .  As a means t o  overcome 
t h i s  hand icap , a movement has come to  p resen t  i t s e l f  -  the  cooperative  movement.

Cooperative a c t i v i t i e s  came to  s tand  on a f irm  l e g a l  and i n s t i t u t i o n a l  b a s i s , and 
have developed to  the  ex ten t  t h a t  an I n te r n a t io n a l  Federation  o f  Cooperatives came 
in to  b e ing . However, th e re  has been a movement to  oppose the  development of coopera
t i v e s  among business  c i r c l e s  whose i n t e r e s t s  c la sh  with those o f c o o p era t iv e s .  This 
t r e n d  has become a common problem throughout th e  world.

This a n t i -c o o p e ra t iv e  movement i s  spearheaded by a campaign to  have th e  government 
impose tax es  on coopera tives  in  the  name o f " f a i r  Taxation". Phis being the  c a se ,  
the  issue invo lv ing  im posit ion  of a t a x  on coopera tives  remains a common problem o f 
coopera tives  everywhere, i r r e s p e c t iv e  o f  t h e i r  n a tu re .  T he re fo re , common e f f o r t s  
are re q u ire d  t o  seek a s o lu t io n  to  t h i s  problem.

A s o lu t io n  t o  t h i s  common problem will be found only through th e  co r re c t  unders tand ing  
of th e  m ission  and fu n c tio n  o f  cooperatives as well as proper th e o r ie s  o f  t a x a t io n .

I I .  Economic Background o f Cooperatives

1 . Emergence o f  Cooperatives

There are  vary ing  th e o r ie s  concerning th e  emergence of c o o p e ra t iv e s .  It- is  
c l e a r ,  however, t h a t  th e  coopera tives  o f  to d ay  have emerged as a means o f  s e l f -  
defence on th e  p a r t  o f  workers and sm all and medium en trep ren eu rs  a g a in s t  the  
oppressive  p re s su re  of la rg e  c a p i t a l i s t s .  Cooperatives in  modern tim es came to  
be o rgan ised  only  in  an advanced s tag e  of c a p i t a l i s m ,  and th e  form and c h a ra c te r  
o f  coopera tives  v a ry  a cc o rd in g . to  th e  economic, s o c ia l  and p o l i t i c a l  background o f  
each coun try .

In  th e  case o f  England where th e  coopera tive  movement o r ig i n a t e d ,  cooperative  move
ment was fo r  th e  p ro te c t io n  o f  the  i n t e r e s t s  o f  consumers. In  franco , i t  was in  the  
i n t e r e s t  o f  p ro d u ce rs .  . In  Germany, the  ve ry  f i r s t  coopera tive  to  emerge was a c r e d i t  
c o o p e ra t iv e .



The economic background o f  th e  b ir th ,  o f  coopera tives  in  vary ing  co u n tr ie s  maybe 
summarized as f o l lo w s ;

F i r s t  o f  a l l , - t h e  development o f  c a p i ta l is m  and r e s u l t i n g  m onopolis tic  tendency 
on th e  p a r t  o f  a handful of la rg o  c a p i t a l i s t s  had tended t o  speed up th e  b i r t h  of 
c o o p e ra t iv e s .  England was f i r s t  to  develop c a p i t a l i s m ,  and was a lso  the  f i r s t  to  
g ive  b i r t h  t o  a coo p era tiv e .

The development o f  c a p i ta l ism  in  England was spearheaded by th e  co tto n  t e x t i l e  
in d u s t r y ,  and th e  coopera tives  o f  England were f i r s t  o rganised  by t e x t i l e  m il l  
workers .

Another major f a c to r  c o n tr ib u t in g  to  th e  b i r t h  o f  cooperatives  was th e  emergence 
o f  m onopo lis tic  e n te r p r i s e s  which tended  t o  encroach upon sm all and medium e n t e r 
p r i s e s .  Under such c ircu m stan ces ,  co ttag e  in d u s t r ie s  and workers found i t  necoss.. 
t o  o rgan ise  fo r  j o i n t  p ro d u c tio n  and s a l e  to  oppose la rg e  m anufac tu rers .  A good 

 ̂example can be found in  France where the  w orld 's  f i r s t  coopera tive  o f  minor produc ' 
emerged. •

The t h i r d  major f a c t o r  was th e  e x p lo i t a t i o n  o f  sm all businessmen by usu re rs  . A 
r e p r e s e n ta t iv e  example o f  t h i s  i s  found in  Germany where c r e d i t  coopera tives  develo; 
f o r  th e  f i r s t  t im e . /

2 . Comparison o f  Cooperative and O rdinary  Company Management.

Since th e  coopera tives  are  o rgan ised  p r im a r i ly  to  p ro te c t  t h e i r  members, the  
management o f  a coopera tive  d i f f e r s  s h a r p ly  from t h a t  o f  an o rd in a ry  bus iness  e n te r  
p r i s e .  C h a r a c te r i s t i c s  o f  coopera tives  m aybe d e sc r ib ed  as fo llow s:

a .  Cooperatives are  p e r s o n a l  o rg a n is a t io n s

Whereas in  the  case o f  an o rd in a ry  company, c a p i t a l  i s  th e  major f a c to r  . 
and in  f a c t  such a company i s  a union o f c a p i t a l i s t s ,  a coopera tive  ]
r e p re s e n ts  th e  union o f persons who compose i t s  membership.

b . Cooperatives are dem ocratic  o rg a n is a t io n s  .

In  th e  case o f  o rd in a ry  companies , th e  degree o f  p a r t i c i p a t i o n  in  t h e i r  
management i s  determ ined by th e  magnitude o f  in v e s tm en t , bu t in  the  case 
o f  c o o p e ra t iv e s ,  each, member e x e rc is e s  equal r i g h t s  i r r e s p e c t iv e  o f  the  
amount o f  in v e s tm en t .

c . Cooperatives are n o n -p r o f i t  o rg a n is a t io n s

In  th e  case o f  an o rd in a ry  e n t e r p r i s e ,  i t s  aim is  p u r s u i t  o f  p r o f i t .
In  th e  case o f  a co o p era t iv e  , 'how ever, i t s  aim is  promotion o f the  common 
i n t e r e s t  and w elfare  o f  i t s  members.

d . Cooperatives are o rg a n is a t io n s  fo r  mutual a s s i s ta n c e

In  p r i n c i p l e ,  each coopera tive  ia  s e l f -g o v e rn in g  and s e l f - f i n a n c i n g ,  basei 
on a s p i r i t  o f  mutual a s s i s ta n c e  among i t s  members. T h e re fo re ,  n o n - m e m b e :  

can n o t,  in  p r i n c i p l e ,  p a r t i c i p a t e  in  th e  fu n c t io n  o f  a coopera tive  .



Cooperatives arc in  p r in c ip le  open to  a l l  who meet th e  s tandard  q u a l i f i 
ca tions  , but a f f i l i a t i o n  with a cooperative  is  not compulsory. Thus, 
cooperatives  d i f f e r  sh a rp ly  from o rd in a ry  companies and, th e r e f o r e ,  
should be t r e a t e d  d i f f e r e n t l y  from o rd in a ry  e n te r p r i s e s .

I I I . Purpose of Taxation and Tax Sources

1. Purpose

In  o rder t o  review the  t h e o r e t i c a l  in co n s is te n c y  of imposing taxes  on coopera-■ 
t iv e s  , i t  i s  neccssary  f i r s t  t o  review the  purpose o f  t a x a t io n  md sources o f  t a x .

Taxes, of co u rse ,  rep re se n t  a major source o f  government revenue , and th e  e x te n t  of 
t a x  revenues has a se r io u s  bearing  upon the a c t i v i t i e s  o f  government i t s e l f .  With 
the  e s tab lishm en t of a modern s t a t e , government a c t i v i t i e s  came t o  re p re se n t  a 
g r e a te r  share  o f  th e  n a t io n a l  economy. This e n ta i l e d  a g r e a te r  sca le  o f  government 
f in a n c e ,  and thus  the  n a t io n a l  t a x  burden has been in c re a s in g .

Taxes c o l le c te d  by government are u sed , of co u rse ,  to  meet o rd in a ry  expend itu res  
o f  government. Taxation is  a lso  u t i l i s e d  as a p o l ic y  instrum ent fo r  economic and 
s o c i a l  purposes.

As an economic p o l i c y , t a x a t io n  is  r e s o r te d  to  fo r  the  p ro te c t io n  of domestic 
in d u s t ry .  This is  r e f l e c t e d  in  the  p ro te c t iv e  t a r i f f  system, commodity t a x  and 
excise  t a x ,  a l l  o f which c o n tr ib u te  to  s t a b i l i z i n g  the  economy, iis a s o c ia l  p o l i c y ,  
t a x a t io n  i s  u t i l i z e d  as an instrum ent fo r  r e d i s t r i b u t i o n  of income and p ro p e r ty .

2. Limit and Object o f  Taxation

The need fo r  c o l l e c t io n  of t a x  has been d iscussed  above, and here we must now
review th e  n e c e s s i ty  o f  a r a t i o n a l  ta x a t io n  p o l ic y .

I t  should be noted th a t  im pos it ion  o f  t a x  to  such an ex ten t  as t o  jeopard ize  simple 
rep ro d u c tio n  cannot be s a id  t o  be a r a t i o n a l  t a x a t io n  p o l ic y .  Nor is  i t  ap p ro p r ia te  
to  charge co rp o ra t io n  tax es  or business tax es  on n o n -p ro f i t  corpora te  b o d ie s .  In
view o f t h i s  , the  p r in c ip le  o f  f a i r  and p roper t a x a t io n  must be r i g i d l y  adhered to  in
the  im position  and assessment o f  t a x e s .

I V .  Basis and Problems of Imposing Tax on Cooperatives

Those who advocate th e  im position  o f  ta x e s  on coopera tives  c i t e  the  fo llow ing 
f a c t o r s :

F i r s t ,  coopera tives  are engaged in  business  a c t i v i t i e s  l ik e  o rd in a ry  e n te r p r i s e s  and, 
t h e r e f o r e ,  p r e f e r e n t i a l  measures accorded to  the  cooperatives  in  terms of t a x a t io n  
w i l l  tend  to  weaken th e  p o s i t io n  of o rd in a ry  e n t e r p r i s e s .  In  a d d i t io n ,  p r e f e r e n t i a l  
t a x  t re a tm en t fo r  coopera tives  runs counter t o  th e  p r in c ip le  of f a i r  t a x a t io n .
Second, coopera tives  are  independent co rpo ra te  bodies and, t h e r e f o r e ,  should be 
taxed  p ro p e r ly .

T h i rd ,  im pos it ion  o f  tax es  on coopera tives  w i l l  in c rease  p ro p o r t io n a te ly  the  govern
m ent's  t a x  r e c e i p t s .
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F o u r th ,  pa tronage ro funds p a id  out by coopera tives  t o  t h o i r  numbers correspond 
t o  d iv idends on shares  of o rd in a ry  e n t e r p r i s e s .

F i f t h ,  re se rv e s  of coopera tives  are th e  same as those  o f  o rd in a ry  e n t e r p r i s e s .

S ix t h ,  some of th e  coopera tives  have engaged in  i l l e g a l  p r o f i t - s e e k in g  a c t i v i t i e s
and , t h e r e f o r e ,  i t  i s  ap p ro p r ia te  t o  impose tax es  on income accru ing  from such
i l l e g a l  a c t i v i t i e s  of cooper i t iv e s  .

Seven th , i t  i s  app rop ria te  t o  impose tax es  on gains of coopera tives  from se rv ice s  
rendered  t o  non-members.

2. Im position  o f  t a x  on coopera tives  and i t s  t h e o r e t i c a l  in c o n s is te n c y

As noted above , th e  advocates o f  the t a x a t io n  o f  coopera tives  c i t e  a number ] 
f a c t o r s ,  which stem from an ignorance or m isunderstanding of th e  fundamental s p i r i t ,  
o f  th e  c o o p e ra t iv e s .  Furtherm ore, th e  im posit ion  o f  tax es  on coopera tives  has the  
fo llow ing in c o n s i s te n t  p o in t s ;

F i r s t  o f  a l l ,  being n o n -p r o f i t  o r g a n is a t io n s ,  coopera tives  cannot earn  income or 
p r o f i t  l i k e  o rd in a ry  e n t e r p r i s e s . The aim o f  coopera tives  d i f f e r s  s h a rp ly  from 
t h a t  o f  o rd in a ry  e n t e r p r i s e s . Whereas th e  former fu rn ish e s  s e rv ic e  in  p r i n c i p l e ,  
th e  l a t t e r ' s  t a r g e t  i s  p u r s u i t  o f  p r o f i t s .

I t  i s  d i f f i c u l t  to  f in d  ap p ro p r ia te  c r i t e r i a  f o r  t a x a t io n  of co o p era t iv es  as th e y  f 
l a c k  income or p r o f i t s .  I t  i s  indeed not p roper to  impose co rp o ra t io n  or business  
ta x e s  on c o o p e ra t iv e s .

Second, c o o p e ra t iv e s ,  and farm coopera tives  i n  p a r t i c u l a r a r e  l e g a l l y  independent 
c o rp o ra t io n s  whose a c t i v i t i e s  c o n s t i tu t e  p a r t  o f  the  p roduc tion  a c t i v i t i e s  o f  t h e i r  
members. Tho members o f  a coopera tive  are  u t i l i z e r s  o f  th o i r  coopera tive  and are 
a t  the  same time co-managers o f  th e  co o p era t iv e ,

i’
Though a l a rg o  c a p i t a l i s t  is  i n  a p o s i t io n  to  engage in  and b e n e f i t  from a mass 
t r a n s a c t io n  w ith  h is  own c a p i t a l ,  members of a coopera tive  cannot engage in  a mass 
t r a n s a c t i o n  w ithout pooling  t h e i r  f i n a n c i a l  r e s o u rc e s .  In  t h i s  s e n s e ,  th e  a c t i v i t i ^  
o f  a coopera tive  r e p re s e n t  i n  f a c t  an e x ten s io n  o f th e  a c t i v i t i e s  of i t s  members, 
th e y  cannot r e p re s e n t  independent a c t i v i t i e s  o f  tho c o o p era t iv e .

This being th e  case , i t  i s  d i f f i c u l t  to  u n d e rs t  and why anyone should  argue in  favour ( 
o f  imposing a c o rp o ra t io n  t a x  on a c o o p e ra t iv e ,  a s s e r t in g  t h a t  a coopera tive  i s  an 
independent co rp o ra te  body.

T h i rd ,  i t  shou ld  be noted t h a t  the  im p o s it io n  o f  a t a x  on a coopera tive  w i l l  tend  
to  reduce t a x  so u rc e s .  The source  o f t a x  i s  income, and in c reased  income .automati
c a l l y  means an in c re ase d  source o f  t a x .  The a c t i v i t i e s  o f  a coopera tive  are  design^! 
t o  promote th e  w elfa re  o f  i t s  members th rough  in c reased  income. Phis means th a t  
a c t i v i t i e s  o f  a coopera tive  w i l l  a c t u a l l y  in c re a se  t a x  re s o u rc e s .

The im p o s it io n  o f  a t a x  on a coopera tive  w i l l  a d v e rse ly  a f f e c t  the  income o f  i t s ;  
members and reduce t a x  so u rc e s .

F o u r th ,  the  d i s t r i b u t i o n  o f  su rp lu s  t o  members o f  a coopera tive  re p re se n ts  the  refund 
o f th e  su rp lu s  o f  a coopera tive  to  i t s  members. I t  cannot s i g n i f y  th e  d iv idend  of 
p r o f i t s  as i n  th e  case o f  an o rd in a ry  c o rp o ra t io n .
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F i f t h ,  re se rv e s  o f  a cooporitivo  should not be regarded the s-ime as the p r o f i t  o f 
an o rd in a ry  e n te r p r i s e .  The re serves  of an o rd in a ry  e n te rp r is e  rep resen ts  the 
accumulation o f  p r o f i t  and should belong t o  the  c a p i t a l  o f  the  s a id  e n te r p r i s e .
The l a r g e r  the  amount of re serves  in  an o rd in a ry  e n t e r p r i s e ,  the  g r e a te r  w i l l  
become th e -v a lu e  of i t s  shares , and the  shareho lders  w il l  be able to  promote t h e i r  
-own i n t e r e s t  by s e l l i n g  t h e i r  sh a re s .

However, in  the  case of a co o p e ra t iv e ,  i t s  members are in  no p o s i t io n  t o  s e l l  t h e i r  
shares  and th e  value of th e  shares is  not in fluenced  by th e  e x te n t  of i t s  r e s e rv e s .
I t  should a lso  be noted t h a t  the  reserves  of a cooperative  remaining a t  the  time of 
d i s s o lu t io n  cannot be d i s t r i b u t e d  to  i t s  members.

P ro fe sso r  of economics Charles Gide of Franco s a id ,  "Whereas p u b lic  bonds b e n e f i t  
th e  p re sen t  g e n e ra t io n  a t  the  s a c r i f i c e  of th e  fu tu re  g e n e ra t io n ,  re se rv es  w i l l  
b e n e f i t  the  fu tu re  g en e ra t io n  a t  the  s a c r i f i c e  of th e  p re sen t  g e n e ra t io n ;  and, 
t h e r e f o r e ,  no taxes  should be imposed on re se rv es  of a c o o p era t iv e " .

S ix th ,  th e  a s s e r t io n  th a t  tax es  should be imposed on income o r ig in a t in g  from i l l e g a l  
p ro f i t - s e e k in g  a c t i v i t i e s  o f  a cooperative  a lso  commits a t h e o r e t i c a l  in c o n s is te n c y .  
F i r s t  of a l l ,  as we have noted e a r l i e r ,  no cooperative  can indulge in  p ro f i t - s e e k in g  
a c t i v i t i e s .  Supposing th a t  a cooperative  has a c tu a l ly  engaged in  i l l e g a l  a c t i v i t i e s ,  
i t  w i l l  s u f f ic e  t o  invoke an ap p ro p r ia te  law to  red re ss  the  i l l e g a l  a c t i v i t i e s .  In  
f a c t ,  the  im position  o f  a t a x  aga ins t  an i l l e g a l  a c t i v i t y  w i l l  be tantamount t o  t a c i t  
to le ra n c e  o f  v io l a t i o n  of a law.

Seven th , the  issue of imposing a t a x  on the  a c t i v i t i e s  of a coopera tive  involv ing  
non-members m erits  a fu r th e r  d i s c r e e t  rev iew . In p r i n c i p l e ,  no non-member of a 
coopera tive  can p a r t i c ip a t e  in  the  func tions  of a c o o p e ra t iv e ,  u n le ss  s p e c i f i c a l l y  
au th o rized  by a law. The u t i l i s a t i o n  of a cooperative  by non-members i s ,  in  f a c t ,  
r e s t r i c t e d  by law in  o rder to  p ro te c t  th e  i n t e r e s t s  o f  i t s  members.

F in a l ly ,  i t  should be noted th a t  cooperatives  must be p ro te c ted  and developed w ith  
the  a s s i s ta n c e  o f  the government. One of the  methods th a t  may a s s i s t  fo r  the  
development o f  cooperatives  . is  to. give them p r iv i le g e s  on ta x a t io n .  Im position  of 
a t a x  on a cooperative  i s  c o n tra ry  to  th e  p o l ic y  of p ro te c t in g  and developing 
c o o p e r a t iv e s .

V. Im position  o f  Taxes on Cooperatives and A c t iv i t i e s  of Cooperatives in  
Foreign Countries

1. S ta tu s  of Im position  of Tax in  Foreign Countries

G en era l ly  speak ing , t a x  p r iv i l e g e s  are g ran ted  in  fo re ig n  co u n tr ie s  fo r  
coopera tives  in  t h e i r  e a r ly  s ta g e .  Due t o  th e  la ck  o f  adequate d a t a ,  i t  i s  d i f f i c u l t  
t o  f u l l y  review  ta x a t io n  on coopera tives  in  fo re ig n  c o u n t r ie s .  One of the  d a ta  
a v a i la b le  f o r  t h i s  purpose is  "The Tax P o s i t io n  o f  Cooperatives in  Various C ountries" 
which was re le a se d  by the  F ed e ra t io n  of Cooperatives in  Canada.

This r e p o r t  c h ie f ly  dea ls  w ith  England, F rance , Germany, and th e  N e th er lan d s ,  whore
coopera tives  have been developed rem arkably . According t o  t h i s  r e p o r t ,  c h a r a c t e r i s 
t i c s  o f  t a x a t io n  of coopera tives  in  the  e lev en  coun tr ie s  covered by th e  re p o r t  can
be grouped in to  th e  fo llow ing th re e  c a te g o r ie s ;

a .  Cooperatives are taxed  g e n e ra l ly  in  th e  same manner as o rd in a ry  e n te r p r i s e s .  
Under t h i s  ca tegory  are  th e  N e ther lands , th e  United S t a t e s ,  and West Germany where 
coopera tives  have been most h ig h ly  developed. This does not mean, however, t h a t  in  
th e se  advanced co u n tr ie s  no p r iv i l e g e s  in  terms o f t a x a t io n  are  being g ran ted  to  
c o o p e r a t iv e s .

5.
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In  th e .c a s e  of the  Netherlands , fo r  example, patronage refund t o  cooperative  members 
is. exempt from ta x a t io n  in  accordance w ith  a Corporation Tax Law enacted  .in 1942. 

'S im i la r  t a x  p r iv i le g e s  are g ran ted  in  West Germany and the  United S ta te s , .

b . Cooperatives are g ran ted  g e n e r a l ly  favourab le  t a x  p r iv i le g e s

Under t h i s  ca tegory  a re  Japan and Norway. In  th e  case o f  J ap a n , cooperative?, 
a re  exampt from v a r io u s  tax es  up u n t i l  1940. T h e re a f te r ,  coopera tives  in  Japan have 
been su b je c t  to  tho a p p l ic a t io n  o f  a s p e c ia l  co rp o ra t io n  t a x  law under which tax es  
a re  le v ie d  on cooperatives  , a t  lower r a t e s  th a n  on o rd in a ry  e n t e r p r i s e s „

In  Japan , patronage refund t o  coopera tive  members is  exempt from ta x .  h lso ,  income 
t a x  i s  waived on p a r t  o f  th e  income o f  c o o p era t iv e s .  No taxes  are charges on 
re se rv e s  provided  th e y  are used fo r  e d u ca tio n  or r e h a b i l i t a t i o n  p r o j e c t s .  P a r t i a l ,  
rem ission  i s  a lso  g ran ted  on p ro p e r ty  t a x ,  stamp d u t ie s  and r e g i s t r a t i o n  ta x  f o r  ) 1 
coopera tives  .

In  the  case o f  Norway, coopera tives  are exempt from income t a x ,  though th e y  are 
s u b je c t  to  p ro p e r ty  t a x ,  j u s t  as o rd in a ry  e n t e r p r i s e s .  Considerable t a x  preferences 
a re  g ran ted  fo r . coopera tives  in  Sweden.. In th i s  country., on ly  a 32 per. cent income 
t a x  is  charged on c o o p e ra t iv e s ,  whereas a 40 p e r  cent income t a x  is  charged on farm 
coopera tives  .

c . . No Taxes are charges on coopera tives  in  p r in c ip le

Under t h i s  ca teg o ry  i s  France. In  t h i s  co u n try ,  no ta x es  a re  le v ie d  on 
c o o p e ra t iv e s ,  provided th e y  abide by t h e i r  b a s ic  p r i n c i p l e s .  In  F rance , in  o rder 
t o  be e l i g i b l e  fo r  100 per cen t t a x  re m is s io n ,  farm coopera tives  must always meet 
th e  fo llow ing  two c o n d i t io n s :

( i )  The coopera tives  must be a g r i c u l t u r a l  in  t h e i r  
composition and a c t i v i t i e s j  and

( i i )  They must be coopera tive  in  methods, na tu re  
and i n t e n t .

I t  should  be .noted, however, t h a t  even in  the  c o u n tr ie s  where tax es  are c u r r e n t ly  
imposed on coo p era tiv es  in  p r in c ip le  , t a x  p r iv i le g e s  were g ran ted  to  coopera tives  ' 
in  t h e i r  e a r l y  s tag e  o f  development. A lso , i t  should  not be overlooked th a t  
co o p era t iv es  in  th e se  c o u n tr ie s  da te  back to  s e v e ra l  decades ago,

■ 2. Factors  In f lu en c in g  T axation  o f Cooperatives

Let us now review  v a r io u s  f a c to r s  in f lu en c in g  .the im pos ition  of t a x  on 
c o o p e ra t iv e s ,  which may be grouped in to  th e  fo llow ing  three ' major c a te g o r ie s ;

a . Development o f  c o o p e r a t iv e s ;

. b . P ressu re  o f  a n t i - c o o p e r a t iv e  movement; and

c. D is c re t io n  o f  the  government a u th o r i t i e s  concerned with 
im p o s it io n  of t a x .
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Of course , thoso throe  groups -ire c lo se ly  r e l a t e d . For oxamplu , the more developed 
a cooperative  i s ,  the  g r e a te r  w il l  be the  p re ssu re  against i t  from org'inis i t  ions 
opposed to  the  cooperative  du.j to  a c lash  of business  i n t e r e s t ,  ouch pressure  w i l l  
tend to  in fluence  the government in  determ ining p o l ic ie s  th a t  a f fe c t  the coo p era tiv e .

What we should note here is  the development procuss of co o p era t iv e s .  I f  a coopera
t i v e  has. developed to  such an ex ten t th a t  im position  of ta x  w i l l  not adverse ly  
in f lu en ce  i t s  growth, t a x a t io n  w i l l  pose no problem. However, shouH ta x  p r iv i le g e s  
be withdrawn from cooperatives  in  t h e i r  developing s tage  due c h ie f ly  t o  an a n t i 
cooperative  movement or a mistaken judgment on the p a r t  of the Government, i t  would 
d e c i s iv e ly  undermine th e  development of co o p era t iv es .

This being the  c a s e ,  sound judgment of the  government on any a n t i -c o o p e ra t iv e  move
ment i s  im portan t.  In f a c t ,  in  almost a l l  o f  the  co u n tr ie s  where taxes  are being 
imposed on c o o p e ra t iv e s ,  th e re  has been a growing a n t i -c o o p e ra t iv e  movement. .

Another major f a c to r  in f lu en c in g  im position  of t a x  on coopera tives  in  advanced 
c oun tr ie s  has been th e  need to  tap  g re a te r  t a x  so u rces .  In  f a c t ,  im position  of tax es  
on coopera tives  w i l l  be in e v i ta b le  when t h e i r  a c t i v i t i e s  account fo r  a major share  of 
the  g ro ss  n a t io n a l  p ro d u c t .

3. R e la t iv e  Importance of Cooperative A c t iv i t i e s  in  Countries 
where taxes  are Imposed on C oopera tives ,

G en e ra l ly ,  taxes  on cooperatives are charged in  advanced c o u n tr ie s ,  In the  
case o f  th e  Netherlands , savings of cooperatives  account fo r  approxim ately  40 pe r  
cent o f  tho  t o t a l  domestic s a v in g s . Moreover ; over 70 per cent of tho t o t a l  output 
of milk in  tho country  i s  processed by c o o p era t iv e s .  Also, cooperative  products 
account fo r  about 80 per cent of the  t o t a l  domestic p roduction  of s t a r c h .

A g r ic u l tu ra l  coopera tives  of Norway have the  w orld 's  most powerful o rg a n is a t io n .  
Farmers in  Norway make purchases of a l l  d a i l y  n e c e s s i t i e s  and a g r i c u l tu r a l  su p p lie s  
th rough t h e i r  coopera tives  , and dispose of t h e i r  products th rough  th e  coopera tives  
as w e ll .  Thus , coopera tives  co n tro l  about 70 per cent of the  t o t a l  meat supply  in  
the  c o u n try ,  about 66 per cent of eggs, and about 50 per cent of f r u i t s  and v eg e tab le s  
In  a d d i t io n ,  th e  coopera tives  co n tro l  almost the  e n t i r e  supply  of po ta toes  in  Norway, 
Cooperatives in  Norway a lso  handle 85 per cent of the t o t a l  animal fu rs  , and 65 per 
cent o f  f o r e s t r y  p ro d u c ts .

In  the  case of -Japan, coopera tives  p la y  an im portant r o l e ,  Farwcooperatives in  
Japan hold 63 per cent of t o t a l  farmer d e p o s i ts  , and supply  90 per cent of tho
t o t a l  c a p i t a l  requirem ent of the  fa rm ers . The cooperatives  a lso  handle 65 per cont
of the  f e r t i l i s e r ,  45 per cent of the  a g r i c u l t u r a l  chemicals and over 30 per cont 
o f  consumer goods needed in  th e  r u r a l  communities in  Japan. A lso , the  Japanese
farm coopera tives  handle 94 per cent of th e  r ic u  and 75 per cen t of the  b a r le y  and
wheat , r e s p e c t iv e ly .

7.

V I. Role o f  Government in  the  Development o f  Cooperatives

As viewed above, tho  im posit ion  of ta x e s  on coopera tives  in, Korea not only runs 
counter t o  tho fundamental s p i r i t  of coopera tives  but v io l a t e s  th e  b a s ic  th e o ry  of 
t  ax a t i  on as we 11.

The Government should  not be swayed by th e  growing in t i - c o o p e ra t iv e  movement among 
bus iness  c i r c l e s  opposed t o  tho  c o o p era t iv e s .  R a th e r ,  i t  i s  d e s i r a b le  th a t  the  
government e n e r g e t i c a l ly  implement tho fo llow ing p o l ic ie s  to  develop cooperatives  °



F i r s t ,  the  government must p r o te c t  and f o s t e r  coopera tives  fo r  th e  sake of the  
promotion o f  the  w elfare  of th e  people and th e  balanced development of the  . 
n a t io n a l  economy.

Second, the  government must c o r r e c t ly  recogn ise  the  i r r a t i o n a l i t y  of any anti™ 
coopera tive  .movement. There has been a growing a n t i -c o o p e ra t iv e  movement 1 3 
impede the development of c o o p e r a t iv e s . The government should: c a r e f u l ly  weigh 
a l l  th e  -alleged j u s t i f i c a t i o n s  of th e  a n t i -c o o p e ra t iv e  movements and not f a i l  t o  
unders tand  th e  u l t e r i o r  motives behind th e  a n t i -c o o p e ra t iv e  movement.

T h i rd ,  in  case coopera tives  d e v ia te  from t h e i r  proper m ission , the  government 
should  take s tep s  t o  c o r re c t  and p ro p e r ly  lead  c o o p e ra t iv e s . Should the  coopera
t i v e s  grow t o  such an ex ten t  as t o  in f lu en ce  the  n a t io n a l  economy, and are placed 
in  a p o s i t io n  to  s u c c e s s f u l ly  compete w ith  la rg e  e n te r p r i s e s  , th e n  th e  government 
may withdraw i t s  support from the  coopera tives  and implement a new p o l ic y  on 
c o o p e ra t iv e s .
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■ Taxes, of course, represent a major sou" ce of government 
revenue, and the extent of tax revenues has a serious bearing 
upon the activities of government itself.'

In recent years, particularly in the developing countries, 
government activities came to engage a great shaie of the developme 
of the national economy.

This entailed a greater scale of government finance, and thus 
the national tax burden has been increasing.

Taxes collected by government are used, of course, to meet 
ordinary expenditures of government. Taxation is also utilized 
as'a policy instrument for economic and social purposes.

As an economic policy, taxation is resorted for the protection 
of domestic industry. ■ This is reflected in the protective tariff 
system, commodity tax and exercise tax, all of which contribute to 
stabilizing the economy. As a social policy, taxation is utilized 
as an instrument for redistribution of income and property.

It should be noted that imposition of tax to such an extent ar. 
to jeopardize simple reproduction cannot be said to be a rational 
taxation policy. For is it appropriate to charge corporation taxes 
or business taxes on nonprofit corporate bodies. In viev; of this, 
the principle of fair and proper taxation must be' rigidly adhered 
to the imposition and assessment of taxes.

1•. Taxability and Cooperatives

Those who advocate the imposition of taxes on cooperatives 
cite the following factors:-
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(1)’Cooperatives are engaged in business activities like 
ordinary enterprises and, therefore, preferential 
measures accorded the cooperatives in terms of 
taxation wL 11 tend to weaken the position of ordinary 
enterprises. In addition, preferential tax treatment 
for cooperatives runs counter to the principle of fair 
taxation.

(2) Cooperatives are independent corporate bodies and, 
therefore, should be taxed properly.

(3) Imposition of taxes on cooperatives vail increase 
proportionately the government’s tax receipts.

(*+) Patronage refunds paid out by cooperatives to their 
members correspond to dividends on shares of ordinary 
enterprises.

(5) Reserves of cooperatives are the same as those of 
ordinary enterprises.

(6) Some of the cooperatives have engaged in illegal profit- 
seeking activities and, therefore, it is appropriate
to impose taxes on income accruing from such illegal 
activities'of cooperatives.

(7) It is appropriate to impose taxes on the gains of 
cooperatives from services rendered to non-members.

2. Recent Development on the Taxation of Co-ops in Korea

In Korea, there had been long controversy regarding the 
taxability on cooperatives.

It was continued until the time, the final resolution was 
made at the House on December 1965*

Before a new act was passed Korean Agr, Co-op Act reads in 
the Article 8.

"The business and the property of the Cooperatives and the 
federation shall be exempted from taxes and other.public 
assessment of the Rational or local government except in 
cases of custom duties and Commodity Tax."



However , Bureau of taxation of the government sent a bill to 
the House reouesting to abolish the Article 8 of the Cooperative 
Act, and to impose income taxes on Cooperatives under the name of 
"Fair .Taxation",'

According to the bill which government had draft, all the 
provisions of the tax exemption in various acts shall be nulified 
and a new law, namely tax exemption regulating act, will come to 
effect.

Cooperative marketing and credit operations would be imposed 
tax in their incomes.

The advocates of the taxation of cooperatives cite a number 
of reasons, which stem from an ignorance and misunderstanding of 
the distinguishing natures of the cooperatives.

National Agr. Co-op. Federation had started campaign to amend 
bill and reruested to stop imposing tax on the earnings of coopera
tives, pointing out the inconsistencies as follows:

First of all, being nonprofit organizations, cooperatives can 
not earn income or profit like ordinary enterprises. The aim of 
cooperatives differ sharply from that of ordinary enterprises. 
Whereas the former furnishes service in principle, the latter's 
target is pursuit of profits.

It is difficult to find appropriate criteria for taxation 
of cooperatives as they lack income or profits. It is indeed 
not proper to impose corporation or business taxes on cooperatives

Second, cooperatives, and farm cooperatives in particular, 
are legally independent corporations whose activities constitute 
part of the production activities of their members. The members 
of a cooperative are utilizers of their cooperative and are at 
the same time co-managers of the cooperative.

Though a large capitalist is in a position to engage in and 
benefit from a mass transaction with his own capitel, members of 
a cooperative cannot engage in a mass transaction vithout pooling 
their financial resources. In this sense, the activities of a 
cooperative represent, in fact an extension of the activities of 
its members, and they, cannot represent Independent activities of 
the cooperatives.

This being the case, it is difficult to understand why anyone 
should argue in favor of Imposing a corporation tax on a cooperati 
asserting that a cooperative is an independent corporate body.



-  If ~

Third, it should he noted that the imposition of a tax on 
a cooperative will tend to reduce tax sources. The source of tax 
is income, and increased income automatically means an increased 
source of tax. The activities of a cooperative are designed to 
promote the welfare of its members through increased income. This 
means that activities of a cooperative will actually increase tax 
sources.

The imposition of a tax on a cooperative will' adversely affect 
the income of its members and reduce tax sources.

Fourth, the distribution of surplus to members of a cooperative 
represents the refund of the surplus of a cooperative to its members. 
It cannot signify the dividend of profits as in the case of an 
ordinary corporation.

Fifth, reserves of a cooperative should not be regarded the 
same as the profit of an ordinary enterprise. The reserves of an 
ordinary enterprise represent the accumulation of profit and should 
belong to the capital of the said enterprise. The larger the axount 
of reserves in an ordinary enterprise, the greater id 11 become the 
value of its shares, and the shareholders will be able to promote 
their own interest by selling their shares.

However, in the case of a cooperative, its members are in no 
position to sell their shares and the value of the shares is not, 
influenced by the extent of its reserves.

Sixth, the assertion that taxes should be imposed on income 
originating from illegal profit-seeking activities of a cooperative 
also commits a theoretical inconsistency. First of all, as we have 
noted earlier, no cooperatives can indulge in profit-seeking 
activities. Supposing that a cooperative has actually engaged in 
illegal activities, it will suffice to invoke an appropriate law 
to redress the illegal activities. In fact, the imposition of a 
tax against an Illegal activity >.411 be tantamount to tacit toleranc 
of violation of a law.

Seventh, the issue of imposing a- tax on the activities of a 
cooperative involving non-members merits a further discreet 'review.
In principle, no non-member of a cooperative can participate in the 
functions of a cooperative, unless specifi cally authorized by a 
law. The utilization of a cooperative by non-members is, in fact, 
restricted by law in order to protect the interests of its menbers.

Finally, it should be noted that cooperatives must be protected 

and developed with the assistance of the government. One of the
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methods that may assist for the development of cooperatives is to 
give them privileges on taxation. Imposition of a tax on a 
cooperative is contrary to the policy of protecting and developing 
cooperatives.

We attempted to amend the bill at our best: adveritsement to 
the general public, continuous persuasion to the congressmen, 
organization of members’ voices and mobilization the pressures.

Finally congress amended the bill, and the new act has been 
passed.

At present moment, Korean Cooperatives and their federations 
are exempted from income taxes, corporation tax, business tax, 
property tax and acquisition tax.

3• Role of Government in Co-op Taxation

As viewed above, the imposition of taxes on cooperatives in 
Korea not only runs counter to the fundamental spirit of cooperativ\ 
but violates the basic theory of taxation as well.

The government should not be swayed by the growing anti
cooperative movement amount business circles opposed to the 
cooperatives. Rather, it Is desirable that the government ener
getically implement the following policies to develop cooperatives;

First, the government must protect and foster cooperatiA/es for 
the sake of the promotion of the welfare of the people and the 
balanced development of the national economy.

Second, the government must correctly recognize the irration
ality of any anti-cooperative movement. There has been a grovring 
anti-cooperative movement to impede the development of cooperatives 
The government should carefully weigh all the alleged justification 
of the anti-cooperative movement, and not fail to understand the 
ulterior motives behind the anti-cooperative movement.

Third, in case cooperatives deviate from their, proper mission, 
the government should take steps to correct and properly lead 
cooperatives. Should the cooperatives grow to such an extent as 
to Influence the national economy, and are placed in a position 
to successfully compete with la.rge :nternr®es, then .the government 
may withdraw its supnort from the cooperatives and implement a new 
policy on cooperatives.
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In tro d u c t io n

Cooperatives have been and are  being used as means of so lv ing  problems' of 
people in  many p a r t s  of the  ’lo b e .  They can be used e f f e c t iv e ly  in  bringing 
about economic emancipation of v a s t  masses of people in  the  developing 
co u n tr ie s  a l s o .  My a s s o c ia t io n  with the Comilla experiment has r a is e d  my 
hopes in  i t s  e f f ic a c y  in  modernising an a g ra r ia n  s o c ie ty  which now has a 
su b -s tanda rd  l iv in g  through age old methods of a g r i c u l tu r e .  Thjy form about 
85% of the  p o pu la tion  o f  the  country  and i t  i s  they  who u l t im a te ly  d i c t a t e  
the  r a te  of growth of the  N a t io n 's  p r o s p e r i ty .

Every country  has problems p e c u l i a r  to  i t s  own s i t u a t i o n .  Things which hive 
succeeded in  one country  may not be t ra n s p la n te d  in  ano ther country with 
equal su ccess .  C erta in  p r in c ip le s  however which a re  u n iv e rs a l  In t h e i r  nature 
can be used s u c c e s s fu l ly  any where, Cooperation i s  one such p r in c ip l e .  I t  
i s  jo in in g  to g e th e r  to  do th in g s  which a re  beyond, the  moans o f  the in d iv id u a l  
to  accom plish .

People say  the  farmers a r e - r e s is ta n t  to  change. I t  i s  no t the farmers alone 
who are  r e s i s t a n t  to  change, the  p o l ic y  makers are no ex cep tion . Mere 
a s s e r t io n  t h a t  c e r ta in  system w i l l  work w ell under c e r ta in  s i t u a t i o n s  nay 
no t convince them of i t s  e f f ic a c y .  They want to  bu sure that, i t  w i l l  work. 
Nothing convinces the p o l ic y  makers more than  dem onstrating the su cc ess fu l  
a p p l ic a t io n  of th e  system in  a p a r t i c u l a r  s i t u a t i o n , .
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The Comilla experiment i s  one such a ttem pt a t  using coopera tives  as a 
v e h ic le  i n  so lv ing  the  problems of r u r a l  E ast P a k is ta n , p a r t i c u l a r l y  th e  . 
problems o f  s n a i l  farmers who form the  v a s t  m a jo r i ty  • o f  the Nations 
p o p u la t io n ,  ( i )

The o b je c t iv e  of th e  Comilla E x p eriaen t  can be d e f in ed  in  words of
Dr. Akhter Haraeed Khan, D ire c to r  of th e  Comilla Academy fo r  Rural Development
who i s  the  m otiva ting  force  behind th e  experim en t.

"We th ink  t h a t  we a re  in  a p o s i t i o n  to  i n i t i a t e  an experiment in  A gricu ltu re  
and Economic Development which may be very  s i g n i f i c a n t .  B r ie f ly  the  c h ie f  
o b je c t iv e  of the  e x p e r iae n t  would be to  promote the form ation of sm all 
cooperative  groups of farmers who would adopt improved methods, implements 
and machines. Small group co o p era t iv es  would °im to  become s e l f  s u s ta in e d .  
The members would le a r n  to  s a v e  and c o l l e c t  t h e i r  own c a p i t a l  and would 
in v e s t  i t  in  b e t t e r  fa rm in g . A coopera tive  group i-jould overcem.. the  handi
caps of sm all h o ld in g .  I t  would be p o ss ib le  fo r  the  members to  use implo- 
ments and machines which th ey  could no t own i n d i v id u a l ly  and on t h i s  b a s i s ,  
i t  may bo p o s s ib le ,  to  bu ild  a b ig a e r  s t r u c tu r e  o f  coopera tive  c r e d i t  and 
m ark e tin g . The academy would be happy to  sponsor t h i s  experiment; to  help 
in  i t s  p lann ing  and execu tion  ( i i )

A s tag n an t  s o c i e ty  tends t o  remain s tag n an t  So long as some pow erful motiva
t in g  fo rce  do.=s no t s t i r  th e  mental s ta g n a t io n  of the  people in  the' s o c ie ty .  
Men with pow erfu l ideas  cm  cap tu re  the  im agina tion  o f  th e  people ana mobi
l i s e  people to  march towards th e  p a th  o f  p r o s p e r i t y .  Bishop G ru nd tv igs , 
R a i f fe ise n s  h°ve cone through ages to  p lay  t h i s  v i t a l  r o l e . I t  does not 
come -au tom atica lly . Some motive fo rce  always plays the d e c is iv e  r o l e ,  . I t  
would no t be f l a t t e r i n g  him t c  say th a t  Dr Akhtor Hameod Khan in  Comilla i s  
th a t  towering p e r s o n a l i t y  and the  motive force behind the Comilla experim ent.

( i )  A d m in is tra t iv e  s t r u c tu r e  o f  E as t  Paki s t a n
Prov ince  o f  East P a k is ta n  has 4 D iv is io n s ,  Each D iv is ion  has 

a number of d i s t r i c t s .  There a re  in  a l l  17 u i s t r i c t s ,  Each d i s 
t r i c t  has a number o f  s u b -d iv is io n s  and emeb s u b -d i ' / i s io n  has a 
number of thanas  . There are  4-13 th a n e s .  Each than.; has again  a 
number o f  unions vary ing  from 10 to  15. Each union comprises a 
number o f  v i l l a g e s  -  g e n e r a l ly  10 -  15 v i l l a g e s .

A p o p u la t io n  o f 1 ,000 v i l l a g e  people e l e c t  one member to  
union c o u n c i l .  The e le c te d  members of 10 to  15 v i l l a g e s  c o n s t i t u t e  
the  union c o u n c i l .

( i i )  E xcerp ts  from a l e t t e r  to  the  C hief S e c re ta ry  o f  l o s t  Pakistani from 
Akhter Hameod Khan, 15-1-60 .



In  Comilla the Acadcmy s t a r t e d  experimenting in  a hundred sq . mil.'3 o f  
r u r a l  a rea  w ith v i l l a g e  -  based co o p era t iv es .  They l a t e r  formed a C jn t ra l  
A ssoc ia tion  a t  the  Thana l e v e l ,  s e t  up c r e d i t ,  e a rk e t in : ; and processing  
a c t i v i t i e s  rend t r a c t o r  s t a t i o n  with r e p a i r  shop, then  spread to  3 o ther 
thanas and more re c e n t ly  to  7 more. Gomilla, a;", do o thec p a r t s  of 3 a - t  
P a k is ta n ,  has problems of unbelievable  dimensions. The d e n s i ty  of popula- 
t io n  is  one o f  the h ig h es t  in  the  world. 157,855 people l i v e  in  .100 sq . 
m ile s ,  make a l iv in g  on about 50,000 acres of c u l t iv a h l :  la n d ,  the average 
s iz e  of fam ily  holding i s  1 .6 l  a c r e s .  Paddy y ie ld s  p^r acre  are only 
14- -  18 rads per  crop. The land g e n e ra l ly  -rows two crops d u r in ;  s ix  months 
from June to  December, and remains id l e  during th e  r e s t  of th e  tim e.

Dr. Arthur F. ftaper ( i )  ab ly  dep ic ted  the  p ic tu re  o f  Gomilla p re v a i l in g  a t  
the  time when the Comilla experiment was s t a r t e d  towards the  end of 1959 
thus * p eo p le  are  con tinuously  ad ju s t in g  to  problems posed, by the  weather; 
cyclone d is tu rb an ces  before and a f t e r  the  long monsoon w ith i t s  heat and 
humidity and then f ive  months or more o f drauaht each year x-jhen no farming 
can be done fo r  lack o f  dependable supply  of i r r i g a t i o n  w ater , which req u ire d  
money and o rg an isa t io n  the people d id  no t have. The farmers had become 
accustomed to  in e f f e c t iv e  ways of making a l i v i n g .  Farming was by t r a d i t i o n 
a l  methods, the farmer harvested  t h e i r  r ipen ing  paddy i j i th  land s i c k l e ,  
trampled i t  out by c a t t l e ;  they  took to  m r h o t  by head -  and shou lder-loads  
any sm all farm su rp lus  they  could sp a re .  The v i l l a g e r s  were b a re ly  su rv iv in g  
on an annual per c ap i ta  income of R s.235/- which i s  lees  than $ 50 ( U .S . ) . 
Most of them were in  debt to  lo c a l  money len d ers  paying i n t e r e s t  at the  r a te  
of 60 to  90 p e rcen t  leav ing  the p r in c ip a l  s t i l l  to  be p a id ,

"More than f o u r - f i f t h s  of the  r u r a l  people were i l l i t e r a t e , and most fami
l i e s  were i s o la t e d  fo r  lack of boatable  w ater ways by the end of the d ry  
season . People had g e n e r a lU y  concluded t h a t  no th ing  could be done, and so 
accepted as in e v i ta b le  t h e i r  i s o l a t i o n ,  inadequate  n u t r i t i o n ,  poor h e a l th ,  
and th e  n ea r  absence of modern medical f a c i l i t i e s . The v i l l a g e  l i f e  was 
sh o t  through w ith  le th a rg y ,  despondency, and f a ta l i s m " ,  ( i i )

The Gomilla experiment was to  secure  the  a c t iv e  p a r t i c ip a t i o n  of the many 
v i l l a g e s  which c lu s te re d  the  a rea  in  the  developmental process which could 
r a i s e  hopes and a s p i r a t io n s  of a b e t t e r  fu tu re  fo r  them. I t .w a s  e a r ly  deci
ded th a t  the  v i l l a g e  based cooperative  would q u a l i fy  fo r  the approval of th e  
Academy only i f  each member decided to  save every week towards build ing  

.up t h e i r  own c a p i t a l  and me'-: saving a h a b i t  w ith  them. This was not an 
easy  job fo r  the  poverty  s t r i c k e n  people . P a r t i c u l a r l y  so when the people 
expected th e  o u ts id e rs  cornin' to  enquire 'about t ; : e i r  cond ition  would give 
them some g r a t u i t y .  But savings did  come. By the middle o f  November 1965,

3.

Comilla  Coopera t ive  Experiment

( i )  D r. Arthur F. Raper v i s i t i n g  i r o f o s s o r  Michi -an S ta te  U n iv e rs i ty  was 
Senior Advisor fo r  Michi -an St .to U n iv e rs i ty  to  P ak is tan  -^oademy fo r  
Rural Development Comilla from J u l y  1962 to  September 196-4.

( i i ) -T h e  c o n tr ib u t io n  of ' / i l i a  re Development to  M odernization of Nations by 
A rthur F . Raper, The paper was p resen ted  by him a t  the 60t h  annual 
meeting of the  American.S o c io lo g ica l  A sso c ia t io n  on Au u s t  31, '1965.



7657 momb&rs belonging to 209 s o c i e t i e s  kivo deposited ' R s ,286 ,140/- in  
shares  and R s .1 88 ,674 /-  in  savin-* w ith  the  c e n t r a l  a s s o c ia t i o n .

The second co n d it io n  was t h a t  th e  t o t a l  membership of the  s o c ie ty  n ea t  once 
a week. Yet ano ther  cond ition  was t h a t  the  s o c i e i t y  would s e l e c t  from arsons 
them, one member as t h e i r  manager who would be req u ired  to  cone to  the 
.ucadeny ones every  week on a f ixed  day round the y e a r ,  ^ t  t h i s  t in e  ho 
would bring  the  savings c o l le c te d  a t  the  weekly pmotin ; to. d e p o s i t  w ith  
th e  c e n t r a l  a s s o c ia t io n ,  to  d iscu ss  problems o f the  s o c ie ty  w ith  the super
v is o ry  s t a f f  of the  c e n t r a l  a s s o c i a t i o n ,  t o . l i s t e n  to  in s t r u c t io n s  and to  
lo a rn  nore from the mana ;ars of o th e r  s o c ie t i e s  and to  pass on the informa
t i o n s ,  to h is  -roup in  the n ex t weekly n e o t in . ; . L a t e r ,  another pan was 
s e le c te d  by each s o c ie ty  to  take  t r a in in g  in  improved a g r ic u l tu re  nothods 
and techniques and to  teach  th e  saaie to  his pro up. At the -early  s t a  P he 
used to cone once a week. Now he cones once every non th .

A Feeder School Prograaino was added. Each coopera tive  s e le c te d  a te ach e r ,  
who i s  g e n e ra l ly  the  Inaa; (a person  who loads the  p ray e r  in  the  raosque) of 
the  v i l l a g e  to  te a c h  the boys and . - i r i s  in  the  oornin  • and the a d u l ts  in  
the  evening . He needed t r a i n i n g  to  become the  t e a c h e r ,  iiow ho a lso  canes 
once every  woo to  the  Academy fo r  t r a i n i n  ' .

Another d in en s io n  has boon added to  th e  c. o p e ra t iv e .  ^  wonon's nrc> r  ’.nno 
has boon s e t  up. Wonen form 48/2. of th e  p o p a la t io n  o f  th e  a re a .  The M uslin  
women observe s t r i c t  Purdah . They rona in  in  t h e i r  hemes and fam ily  compounds. 
I f ' t h e y  out they  a re  su b jec te d  to  r i d i c u l e .  With th e  consent of the  
members o f  the  v i l l a g e  s o c i e t i e s ,  i t  has now become p o ss ib le  o r  t h e i r  women 
fo lk  to came to th e  Academy, i. l a r g e  number of tho.n new cooio to  the  Academy 
f o r  r e c e iv in  • t r a in in g  in  s e w in •, garment making, k i tc h e n  g a rd e n in ' ,  p o u l t r y  
r a i s i n - ,  c h i ld  care  and so on. With the  d i f f e r e n t  groups cemin ■ ‘.nee a. week 
more than a theuSand people now cone to  the  t r a in in g  cen tre  a t  the ^cademy 
every  week.

When the co o p e ra t iv e  s t a r t e d  fo rm in ' in  the  e a r ly  s ta g e  they had eoony ore ta
l o n s . /in inm odiate  one was t h a t  th e y  needed c r e d i t .  They used to  borrow 
from the nancy le n d e r  and ho could -;ive then n aaoy th ey  needed w ith ve ry  
s h o r t  n o t i c e .  An e f f e c t iv e  system which could re p la c e  the money le n d e r  was 
n o n e x is t e n t .  The i n e f f e c t iv e  use of c r e d i t  a lso  d id  no t bring much p r ' - f i t  
to  the  fa rm er. His fa ro  p r a c t i c e s  wore ‘-u.tdn.ted, h is  p r  duc tion  was. low 
and when a floe-d ca.no, the er p was v e ry  badly  dana -od. Ho was thus n . t  i n  
a p o s i t io n  to  repay  h is  loons un less  through d is investo ion t o f  p r  o e r t i e s .

To meet the  c r e d i t  needs e f f e c t i v e l y  i t  was decided th a t  a c r e d i t  or ;an isa -  
tio-n should bo b u i l t  up which could bo a t  l e a s t  as e f f i c i e n t  as the  money 
le n d e r  in  i t s  o p e ra t io n .  This was possib le ,  only i f  a c e n t r a l  o rg a n is a t io n  . 
of th e  v i l l a  ;e c o p e ra t iv es  was oropmiSed w ith  s u f f i c i e n t  funds and 
s u f f i c i e n t  a u th o r i t y  in  d o c is i  n :oakin • ana p s u p e rv iso ry  and t r a in in g  
system. b u i l t  up to  help the  members in  p roductive  u t i l i s a t i o n  of c r e d i t .
The use of improved implements and machinery was cansidorod  e s s e n t i a l  f : r  
in p r .v e d  p ro d u c t io n ,  koney was needed t :  rim such on e la  o ra te  o rgan isa 
t i o n .  Tho farmers c uld n :t oodOliso en u ‘h res  u rces  t  f inance  such an 
or - a n is a t i  n .  They needed nore oo. ney than t  ;opy c -uld give.. The Ford 
F c u n d a t f n  and the  Government. ' f  East P ak is tan  p r  v ided  R s.4 ,8 6 9 ,0 0 0 /-  of 
t h i s  Rs .951,000/- was t . bo as g ran t f o r  or * a u isa t io n ,  educ-ati n a l  and 
t ra in in g ;  a c t i v i t i e s  and Rs.3 ,9 1 8 ,0 0 0 / -  was f  r  o. le an  o f  which 
Rs .8 0 0 ,0 0 0 /-  was working c a p i t a l  rep ay ab le  in  e i  l i t  in s ta lm en ts  fr"r.; the

4* •
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6 th  year and the ren a in in  ' repayable in  20 years be -innin • f r  r. tho
fo u r th  year. Of the t  t a l  Rg .4 ,8 6 9 ,0 0 0 /- ,  ,1k .3 ,933 ,000 /-  can,; f r  a the
Ford Foundatio n and Rs .936 ,000/- was fron th -  Ch v.;riTa,nt i f  lie :t P ak is tan .  
The noney con; t h r  u :b- tho .^codony fa r  tho C entral . . s o i c i . t i  n und _r -
f iv e  year plan (1961-66). Th.; C en tra l c i a t i  n w -.3 re  -i s to red  in
February , 1962 with nontors hip extended t  25 c i e t i e s  which were . r -an iso d  
by th en .

In  o rder f n r  the ^cadeny te have s u f f i c i e n t  out!. r i t y  in  plannin-' end 
ex ecu tio n ,  th e  R e g is t r a r  - af Co-perativo S o c ie t i - s  n'. rd ra to d  Dr. **ktvr 
Hameod Khan and four t h e r s  f ron  the Acadany Facu lty  tc the 3:-*.rd :f  Manago- 
nient of tho C en tra l  A ssec io ti  n .  Dr, ^Jchtor Kanoed Kh *.n was ta  r a o i in  
Chairman and another f a c u l ty  was to  be the  c h ie f  ex ecu tive  of the  c e n t r a l  
a s s o c ia t io n  t i l l  such time when the p r i m r y  so c i - t i e s  w uld held ■ o r:: than 
50% of the  a s s e ts  t h r  u^h purchase of share • -f the  centr" c i a t i .  n .

A f te r  r e g i s t r a t i o n  of the c e n t r a l  a s s o c i a t i  n., i t  s t a r t e d  fu n c tio n in g  with 
the c r e d i t  o r - a n i s a t i  n ,  a f i e ld  su p e rv is i  n S ec ti  -n f .’r  e d u ca t i  n a l ,  
t r a in in g  and or-janisati:vnal work. end a t r a o t  r  s t a t i o n .

Soon a f t e r  the  c r e d i t  o p e ra t im  begin and tiio s a v in :  d e p o s its  s t a r t e d  c'ming 
wo wore in  a bankin ' c p e r a t i . n whi h we wore n t  competent t  run . A,t th i s  
very e a r ly  s tag e  tho  se rv ice s  of a p r iv a te  hank was secured . T fjy  wore 
w illino ' to  wia'k with us as our t in k e r  oro/Id,..d they  were n ' t  involved in  
the  c r e d i t  r i s k  with the n e a te r  S o c ie t i e s .  With the  r e c e ip t  'if the  grants 
from the  G vornnent and th e  Ford Foundation, we e old give. th e  bank enough 
s e c u r i ty  tc give o v e rd ra f t  t  the  co n tro l  ass c i a t i . n  to Oe used fo r  c r e d i t  
fu n c tio n s  and f in a n c in  • o ther a c t i v i t i  es i f  th., c e n t r a l  ass c i a t i  n .  The 
bank has boon working with us since- then ..nd oak in  : g d or r-fits in  i t s  
banking op e ra tio n  and a t  the sane t in e  o r  v id in  : a u sefu l s e rv ic e  t  us .
Now w ith  new a reas  coining in te  o p e ra t io n ,  o th e r  banks ere competing to be 
a p a r t  of the  programme.

Running o f the  t r a c t o r  s t a t i o n  posed many pr-oblems, Mana geria l and te c h n i
c a l  s k i l l s  were lack ing  and spare  p a r t s  t " keep the  nachines running were 
not a v a i l a b l e .  reasonable  s tock of spare  p a r t s  could not be vu i l t  up as 
th e re  was none to  p repare  a l i s t  as to  what was n e cessa ry .  V i l la g e r s  d id  
n e t  kn'-v h ;w t :  use and operate  the  machines. O u ts iders  were n-'t i n t e r e s t e d  
in  w '-rkin; hard f  t  th e n .  Break downs of the m  chines were q u ite  f r e q u e n t .  
V i l l a - e r s  were becin ing  nore convinced then o v ir  th a t  the  nachines c.^uld not 
work in- East P a k is ta n .

The se rv ice s  o f  American Peace Carps V olun teers  were secured to nana ;e 
the  t r a c t o r  s t a t i o n  end a ls  - t  ' t r a i n  l o c a l  pc ; p l e .  A fte r  four years  of 
hard work by th e n ,  t h i s  year we have been able  to: take up th e  nana ament 
c f  the  machine shop w ith our -:wn t ra in e d  hands. *J1 t h i s  was c o s t ly ;  we
were lo s in g  h eav ily  in  the  cp o ra t i  ai of the  Trac t.:r  S t a t i ' n .  But now we 
s t a r t e d  making p r o f i t .

Farmers would no t l i s t e n  t .  t i n  advice t h a t  hi. sh ru ld  fa l lo w  c e r ta in  
improved, p ra c t ic e s  and techniques tc  in c re a s e  i r ' d u c t i  a .  He would n ' t  
use chemical f e r t i l i z e r  because h e 'th o u g h t i t  would d e s t ro y  the  ergo and 
la n d .  He was su re  he knew- a l l  about a g r i c u l tu r e  and he had n .thin-: t-- 
l e a m .  Only through e f f e c t iv e  dem onstra t ien  he could be convinced. A 
team o f  Japanese ex p e r ts  helped the  c e n t r a l  a s s o c ia t io n  run a s ix  acre
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dem onstra t ion  farm around the  headquarte rs  of the  c e n t r a l  a s s o c ia t io n s  
where the  pe oplo come fo r  t r a i n i n ' ,  i i f t e r  two years of dem cnstru t i  n f 
uniform ly  good y i e l d s ,  the farmers were c-nvinced t h a t  the  Japanese  wore 
b e t t e r  farmors and th a t  they  could l e a r n  from them. Onea th ey  wore con
vinced i t  was not d i f f i c u l t  to persuade them t o  use improved motho-., and 
te ch n iq u es .

The Japanese were growing c n o i s t a n t l y  th re e  crops by i r r i g a t i o n  with 
w ater from the tank we have in  -our campus. V i l la  -ers wore t ;  la  t h a t  they 
a lso  could grow an ex tra  crop d u ring  w in te r  i f  th ey  h ired  a lew l i f t  ounp. 
They t r i e d  but the  w ater  i n  the  v i l l a ;  a tanks v/as no t s u f f i c i e n t  to »row 
i r r i g a t e d  crops . a dependable, source of i r r i g a t i o n  w ater was n; t  th e r e .

No o rg an iza tio n  which had the a b i l i t y  and re so u rces  was w il l in g  to t r y  
to  tap  th e  underground water. They thought i t  was n- t  w r th  t ry in g  as i t  
would not succeed , A young Peace Corps e n g in ee r ,  Mr. R ^ o r t  Burns s t a r t e d  
exp lo ring  the  a r e a  fo r  underground -water. He was convinced th a t  th e re  was 
p le n ty  o f  w a ter .  He s t a r t e d  w ith two inch  d iam eter  tube w e l l s .  I t  or ved 
i n e f f i c i e n t  and c o s t l y .  We had t  • g e t  a d r i l l i n  ’ foreman f r  m West P ak is tan  
w ith  d r i l l i n g  equipment. With l o c a l  lab o u r  tho b  reman i n s t a l l s  1 the  f i r s t  
6" tube w ell and i t  pr-vod a su c c e ss .  This foreman has now t ra in e d  ten  teams 
wh - can work in d ep en d en tly .  Three teams are workin ; in  th re e  a r^as  which 
were opened jn  th re e  d iv is io n s  and the  d r i l l i n g  foreman, who i s  n w our 
d r i l l i n g  en - in ee r ,  w ith  th e  o th e r  teams are  d r i l l i n g  t u ’o-e w alls  in  ur area 
and the seven new a re a s .

Nothing succeeds l i k e  su c c e ss .  We a re  now g e t t in g  the  cooperation  from a l l  
the  Govt, dep ar tm en ts .  The E as t P a k is ta n  Water and Power Development Autho
r i t y  is  now working w ith  us on a p r  o gramme of r u r a l  e l e c t r i . f i c a t i  n ana 
g iv ing  us export  guidance in  e x ecu tio n  of a g ra v i ty  f l  -w i r r i g a t i  n scheme. 
With 200 tuo'o w e lls  and the  g rav i ty  flow i r r i g a t i ' n  system i f  i s  e j e c t e d  
t h a t  four f i f t h s  of the  a rea  w i l l  ge t  i r r i g a t i  -n covera ge.

We have now 41 tube  w ells  of 6" d ia  in  Comilla and 15 in  th re e  area's of 
Gaibondha, Nate r e  and G auripur.  We a re  havia- 20 more 6" tube w ells  an d 
100 Nos. 2" -  tube w ells  t h i s  y e a r .  With a low cos t  punp s in c e  im ported,
2" tube w a lls  a re  p r o v in ; oc n o n ic .

Mere p ro v is io n  o f water fo r  i r r i g a t i  n does not b r in g  tho expected  r e s u l t .  
People must be ta u g h t  how th e y  can use w ater pr f i t a b l y .  High y ie ld in g  
v a r i e t i e s  need to- be found and in t ro d u c e d .  The Japanese  water melon, Holland 
and Burma v a r i e t y  p o ta to  and Taipeh 1^7, a poddy brought by the  J a p a n e se ,  
a rc  now gr^wn e x te n s iv e ly  as i r r i - a t e d - c r  o .  Ad. p t io n  of i r r i g a t i o n  w ater 
can g f a s t e r  n ly  i f  high y ie ld in g  crops are in tro d u ce d .  The h ig h e r  the  
y i e l d ,  th e  f a s t e r  i s  the a d o p t io n .  I f  the  farmers i n t e r e s t  a re  t; be kep t 
a l iv e  his e f f - r t s  must be supported  w ith  upt" date re sea rc h  f in d in g s .

6 tube w ells  which have bo on working f  r  the  l a s t  two to- th re e  seas ns have 
i r r i  - a t 2d an avera-.-e o f  5-3.28 8&res durin-; th e  p a s t  s o a s .n ,  Our expecta
t i o n  was 60 a c re s  when f u l l y  u t i l i s e d .

Floods and th e  absence . f  roads wore as s o r F u s  a problem to  the  farmers 
as the  absence o f  dependable i r r i g a t i o n  system . Peak f l  o ds submerged the  
paddy p la n t s  and k i l l e d  thorn i f  th e y  remained under w ater fo r  more than  
t h r e e  days. I f  th e  f lood  wao^.r could h- q u ick ly  d ra ined  o ff and the on
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' ru sh  of water in to  tho low ly in g  a reas  th r  u h the  ne t w rk ef streams 
which flew fr" n the h i l l s  could be s tepped , the- farmors wor~ sure they  c-. uld 
save t h e i r  cr"p and would repay t h - i r  loans  b e t to r .  ^ F i l  t  Fr. j e c t  was 
undertaken t  '•pen up tho c lo;ged channels ana t-e pu t dykes a l .n g  tho 
s tream s. The farmers teck  an a c t iv e  p a r t  in  a la rm in ' f  r  th ey  knew b - t t e r  
which channels most nu -dod t-  be opened and which streams were t  '.--e dyked 
f i r s t .  The lo c a l  basic  domecracy councils  superv ised  tho execution -f the  
p r o je c t  t h r - u ;h  p ro je c t  committees and m: b i l i s  . ’ the  1 cel lo b eu r ,  which 
p r a c t i c a l l y  remained id le  during tho dry  seas ' n, fear the  execution c f tho 
work. Thoir success in  build inp  up need c a p i t a l  w rks th re u ;h  m- b i l i s a t i  n 
o f  otherwise id le  labour encouraged the Government t  launch a w rks pr -  
gramme which has new bee me a N a ti  na l Programme.

In c reased  production  dees n e t  always mean in c reased  income t o ■the farmer. 
In c reased  pr d u c t i  an, p a r t i c u l a r l y  of p e rish ab le  ce.mp.odities tend t. lower 
the  p r ic e  to uneconomic le v e l  a t  ha rvest t im e . Unless the p r ic e  can be 
m aintained a t  a le v e l  which i s  p r o f i t a b l e  f e r  him t o  producc ho w u ld  not 
be induced to inc rease  p r 'd u c t i  n .  P rocessing  in d u s t r i e s  can help in  such 
s i t u a t i o n s .  The c e n t r a l  a s s o c ia t i a n  has n w a c-'lc! s to ra g e ,  a milk p r  -  
c e ss in  ' p la n t  and a r i c e  m i l l .  P rocess ing  u n i ts  n o t  only help in  m arketin  ’ 
but a lso  help in  b ring ing  e x tra  income tie the farmers from the p r o f i t  and 
opens up a d d i t io n a l  avenues of employment. A p a r t  of the incceae f r  m tho 
A g r ic u ltu re  s e c to r  i s  again  ploughed back .t '  the  a g r i c u l tu r e  and a d d i t i  na l  
investuient in  a g r ic u l tu r e  help in c re a s in  -■ p roduc tion .

Like the  machine s t a t i  n ,  c Id s to ra g e ,  th e  milk p r - c e s s in ;  u n i t ,  and r ic e  
m i l l in g  pose problems of manogement s k i l l  and te c h n ic a l  knowhow.

A  B r i t i s h  v o lu n te e r  i s  helping us t ra in in g ’ our own personnel in  the  mana -e- 
ment and maintenance of the c; Id s to rape  p L m t . An American v o lu n te e r  i s  
helping; in  the  management of th e  milk ore cess in  g u n i t  end- a New Zeland 
e x p e r t  under the Colombo Plan a t tach ed  w ith the Government c f  East P ak is tan  
i s  a s s i s t i n g  in  p roduction  techn iques . Rice pr:: c e s s in ;  i s  p c s in ;  nc pr-eb- 
lem because we now have our own t ra in e d  mechanics,

The Comilla coopera tive  experiment s t a r t e d  w ith  th e  farmers cooperatives
and i t  has as i t s  o b jec t iv e  the economic development o f  the  farm p o p u la t io n .  
However i t  could no t hold i t s  do, or c losed  t :  • t h e r s ,  though a t  tho i n i t i a l  
s ta g e ,  th e  town a rea  was kep t ru ts id e  th e  c p e r a t i  n c f  th e  p r o j e c t .  Some 
rikshaw p u l le r s  and a r t i s a n s  shewed t h e i r  i n t e r e s t  in  forming coopera tives  
and e n l i s t i n g  w ith  tho c e n t r a l  a s s o c ia t i o n .  I t  was observed t h a t  r a t e  of
c a p i t a l  form ation w ith those s o c i e t i e s  was much f a s t e r  and they  needed very
l i t t l e  e x te rn a l  monetary help to  c nbuct t h o i r  b u s in e s s .  The f i r s t  rikshaw 
p u l l e r s  s o c ie ty  which s t a r t e d  th o i r  coopera tive  in  the l a s t  p a r t  of i 960 
w ith  nine members each saving r ne s ix te e n th  r f  a rupee a day new owns 
95 rikshaw s, two t ru c k s ,  one acre  and e igh teen  decimal of la n d ,  ar o f f ic e  
b u i ld in g ,  a rikshaw garraee  one' l a s t  year in v es ted  Rs .20 0 ,0 0 0 /-  in  b r ic k  
b u m in  . Their l a s t  y e a r 's  balance sh ee t  shewed a ne t p r o f i t  "f Rs .4 9 ,0 0 0 /- .  
The membership has by n.w in c reased  to  180. There are o th e r  urban s.- c io t ie s  
whose progress  i s  as f a s t .  L as t  Octe ber i t  was th e re fo re  decided, to hove a 
s e p a ra te  Federa tion  o f  these  s o c i e t i e s ,  c. reprising of rikshaw  p u l l e r s ,  
t ru c k  and bus d r i v e r s ,  b u tch e rs ,  c a rp e n te rs ,  p ress  workers e t c .  numbering 
50 s o c i e t i e s .  This F e d e ra t i  n by November 30th has a share  c a p i t a l  of
R s.1 5 0 ,0 0 0 /- .  Such an urban fe d e ra t io n  can fu n c t ie n  w ithout much e lab  r a t e
e s ta b l ish m e n t ,  m re  econom ically  and can bee me s e l f - s u s t a i n i n  • in  much 
s h o r te r  period of t im e .

7.
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The Comilla exporimsnt has sh wn reasonable  success in  a t t a i n i n '  i t s  objec
t i v e .  Tho -questi .n was whether what was cV no in  Comilla could be bone 
e l s e  where -  in  p laces  where there was no Academy an !  ire Akhter Haneed Khan. 
The answer should be yes j p rovided  C a i l l a  had develo ped a good working 
and dependable, system .

Our Government was w i l l in g  to  f in d  out in  th ro e  o th e r  a reas  o f  the th ro e  
d i v i s i  ns of the  province i f  tho Camilla approach would w-rk. Three areas 
were opened, one in  each d iv i s i  n in  1963. -die pro ;ross in  those  th ree  
a re a s  was encouraging and c n s id e re d  by many .. b se rv ers  to  bo f a s t e r  than 
Com illa . This y e a r ,  in  th e  r.v nth o f  J  L ily , seven ncro C o.oilla l i k e  p ro je c t s  
have been opened and 13 more are going to  be opened dozing tho  a o±t
f i n a n c ia l  y ea r  to  g ive  coverage to  th e  e n t i r e  d i s t r i c t  of Comilla,
To give an idea  o f  th e  magnitude of the  f in a n c ia l  t ra n s o c o i  ns of the 
Comilla Thana C en tra l  O' o p e ra t iv e  A sso c ia t io n  I  nay a id her...- t h a t  during  
the  f in a n c ia l  y e a r  1964-65 ending in  30th Ju n o '65  the  morkotin ; t r a n s a c 
t io n s  o f  the  a s s o c ia t io n  amounted to  Rs .1 ,9 73*750 /- ,  i t s  investm ent i n  
loan  opera tion  s t  od o;t  R s .867,244-/- a t  tho c lose  o f  the  poor, the earn ing  
f ron  the t r a c t o r  s e rv ic e s  amounted to  Rs. 1 5 9 ,3 6 5 /- .  The a s s o c ia t io n  o:..rnod 
a n e t  p r o f i t  of Rs .92,144-.57. I t s  t o t a l  a s s e t s  s tood .-.it Rs .8 , 5 3 6 ,6 9 7 /- .  The 
a sso c ia tio n  has b u ilt  in  a d e p re c ia t io n  re se rv e  of R s .221 ,733/- and a bud 
■debt re se rv e  of R s .3 6 ,0 0 0 /- .

The p re s e n t  volume of t e n th ly  t r a n s a c t i  ns o f  the creamery sec ti- .n  averages 
R s .2 5 ,0 0 0 / - ,  t h a t  of the no chine s t a t i o n  averages R s .3 0 ,0 0 0 /- ,  the  r i c e  
m il l in g  -unit averages As.1C ,000/- a n t  the  loan  t r a n s a c t io n s  Rs .75 ,000 / -  ( in  
and "u t ) . The c o l  1 s to rag e  which has the  c a p a c i ty  of 1000 tons is  expected 
to  bring a , r " f i t  of R s .200,000 p e r  annum. Tho w ater dovel'pmont s e c t io n  
th is  year w il l  be i n s t a l l i n g  20 Nos. 6” tube v e i l s  and 100 Nos 2” tube w e lls .

The Lessens We Learned In  Camilla

The lossenc wo le a rn e d  in  Camilla can be summarised as fo llow s:

1 .  Co- p e r a t iv e s  provide a s u i t a b l e  base f~-r development o f  a g r i c u l tu r e  
and r u r a l  economy in  E as t  P a k is ta n .

2 . - For co - .pe ra t ives  t  • f l o u r i s h  and succeed , tho i n f r a s t r u c t u r e  fo r
a g r icu ltu re  l e v e l  :.ment has to  be b u i l t  up. The lo c a l  council  can 
m obilise  tho r u r a l  labour fo rce  during  d ry  season to  bu ild  up th e  
n e ce ssa ry  c a p i t a l  w 'rks  provided  funds a re  made avail.dole and p lann ing  
and execu tions  a re  d ecen tra l ize -!  t ' th e  lo c a l  l  evel.

3 .  A sound c r e d i t  system sup o r t o d  by m arketing and pr.-cess ing  p rov ies
a sound econ rn ic  base f  r  the  co o p era t iv e  tc bee me s e l f - s u s t a i n i n g .

4 .  An ex ten s iv e  and in te n s iv e  t r a i n i n g  p r o g r a m m e  in  agronomy, te c h n ic a l
an:! m anageria l s k i l l s  are  needed to  have a break  thr-. uoh in  :g -r icu l
tu r e  s e c to r  an-'l to mike a g r i c u l tu r e  ee -operatives function-a l.

5. I t  i s  b e t t e r  to  f in d  cut what w rks and what does no t wcrk in  a small
r e p r e s e n ta t iv e  a rea  and then to  re p e a t  the  t e s t e d  s u c c e s s fu l  idoas
e lsew here.
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6. I t  always pays te take help- f r  n the So wh ■ can help '■ ut i t  i s  
noccss.iry  t  know f i r s t  what help i s  no.; led .

7 . Once tho s u i ta b le  e r-oenisati n a l  p a t te r n  is  s „t up, _r  blemo --f
h e a l th ,  ed u ca ti  n ,  i l l i t e r a c y  can bo e f f e c t i v e ly  tack le .] ,  Tfo, rk
of the ex tens ion  a -enc ies  bee mes e a s i e r .

8 .  Cot p e ra t iv e s  e-ffcen complain . f  r a t  re c e iv in  ; s u f f i c i e n t  ce p o r o t i 'n  
from o th e r  apencios . But i t  i s  f e r - r t t o n  t h a t  the raain jch  cf c  opera
t iv e s  i s  t; teach  how to  w rk to - e th e r .

Conclusions

On the  b a s is  of . ur experience in  Ccmilla in! th -  - le ssons  we have lcorned
I  can c-'ticlu-’c as f- llowe:

1 . Dotorminaticn c f  th e  p o l ic y  on cooperatives  by any Government weula
depend on what the  G cvt. wants t" a c h ie v e . Te use c ■■■ po ra tivo  e f f e c t 
iv e ly  fo r  a g r i c u l tu r e  development G cvt, sh uld be w i l l in p  to  ore v i l e
the i n i t i a l  c a p i t a l  fo r  or-panisin-: e r e ' ' i t  s e rv ice  and e th e r  a l l i e d  
se rv ice s  on a leen.o term e r e ' i t  b a s i s .  They sh u l 1. bo w i l l i n ;  t -  su b s i -  
.iise the  or-panisati na l anT e iu c a t i  h el a c t i v i t i e s  a t  the  i n i t i a l
s t a  ;o.

2. Govt, sh uld be w i l l i n '  to  pay fo r  b u l l i n '  the in f r a s t r u c tu r e  f e r  a g r i 
c u l tu re  development which a re  la ck in  ; in  alnr s t  a l l  the developin'* 
c o u n tr ie s .

3 . Cooperatives are  o ften  c n s idered  as h i l a n th r  piic or oen isa ti  ns which 
have no th ing  to  rbe w ith business a t ce r ta in , p o l ic y  rak in  : l e v e l s .
C. -pjorativos, to  be an e f f i c i e n t  o rg an isa t io n  in  problem s lv in .f i,  should 
be op e ra te ]  as sound business or - a n i s a t i •ns thou ;h net "ivorco] of th e  
human a sp ec t  o f  c o 'p e r a t i o n .

U. The Camilla experiment i s  an e f f  a r t  in  in t e r n a t io n a l  c o -p e ra t i  .n in
e s ta b l is h in - :  th a t  c ■ p e ra t io n  thr< u -h v lu n ta r y  a s s o c i a t i  en of pe-p ie  
c f  sm all means who make in e f f e c t iv e  l iv iro .  on a g r ic u l tu re  can imp-:' vo 
t h e i r  '"wn c -n d i t io n  an] can in c rease  the  pro.iu.cti. n f  a I l a t i .n s  feed 
an;] f i b r e .

5. I t  i s  here t h a t  a l l  th:.- G cvt. departments are  w r k i n ;  through an 
in te g ra te d  approach an] us in-' the c.a;;..erativo in  t a c k l in p  the problems 
t h e i r  r e s p e c t iv e  -aopartcents a re  e n tru s ts : !  t :  t a c k l e ,

6 . Here th e  r a r e  s k i l l s  b r r .w e d  from the developel c o u n tr ie s  ore u se]  
t  t r a i n  l o c a l  s k i l l .  Once s k i l l  i s  c re a te !  i t  can ree red u ce .

7 .  Ccmilla i s  a m del which sh ws fcfaat can be d..ne., The C. m il la  ex p e r i
ment i s  considered by many t- be c s t l y .  E x p e r in e n ta t i  n i s  always
a c o s t l y  a f f a i r  but the r e s u l t  which has been ach ieved  and i t s  c n t r i -  
bu ticn  to fu tu re  is  worth th e  ex p en l i tu re  o-r no t i s  a m a tte r  t .  be 
eva lua ted  by independent e x p e r t s .
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8 .  As one who i s  involved in  the  a d m in i s t r a t i  n c f  tho p r o je c t  I  w ul I 
l i k e  t r  s t a t e  the  bare fa c ts  hew an: to  what e x te n t  th e  r e s u l t s  ■■■? 
Comilla ex p e r in ^ n t ,  an e f f o r t  in  r u r a l  s c c ie  occncraic devulcpment 
through a cooperative  method, has a t t r a c t e d  the  a t t e n t io n  o f  the 
p o l ic y  makers an.1 has been in f l u o n c i n ; the  development p o l i c i e s  c f  tho 
Government.

a) The headquarte rs  c f  the Comilla Cor-perativo P r o je c ts  has developed 
in to  a t r a in in g  and s e rv ic e  cen tre  w ith  "p h y s ica l  f a c i l i t i e s  ( o f f i c e ,  clans 
r-. cm, q u a r t e r s ,  work she.:, bank e t c . )  where tho Than a o f f i c e r s  , f  the  Nation 
b u i ld in g  departments an ' th e  semi autonomous agencies  l iv e  and w r k .  ...3 
such , i t  provides a convenient p lace  fo r  the  people t~ coco on business or 
f o r  i n s t r u c t i o n ,  and als>- a i  :s the  co o rd in a t io n  e f  tho a c t i v i t i e s  by ;. rov i an: 
t  -era with decent f a c i l i t i e s  in  c lo se  ^ .rcx in ity  *t<; "no an t h c r " ( i ) .  The; 
cen tre  has assumed th e  name of Thana T ra in ing  and Development C en tre .  The 
P ro v in c ia l  Government has now undertaken  to  b u i l '  up- s i  mil .r cen tres  in  a l l  
the  Thana Headquart -r c f  th e  p ro v in c e .

b) The ; r e j e c t  i s  p r o v i ' i n  : da ta  fo r  s tudy  on.'1 re sea rch  in  r u r a l  
development to  s p e c i a l i s e d  a g e n c ie s .  The Cooperative C o llege , which i s  a 
p ro v in c ia l  i n s t i t u t i o n  of the Government o f  E as t P a k is ta n ,  i s  using the 
p ro je c t  fo r  t r a in in g  and r e s e a r c h .  The Dacca U n iv e rs i ty ,  a prem ier educa
t i o n a l  i n s t i t u t i o n  of the c.. u n try ,  has unTort)ken a s tu d y  on -racaleroizatien 
o f  r u r a l  ocoriomy in  Comilla t  " f in d  out what d i f f e r e n c e  the Comilla type 
,-r' gramrne can b r in  • over a g jr iob  o f  time in  an a re a  compare:1 to  an o th e r  
a rea  where the programme has n t  been in tro d u ce d .

c) That the  N a ti  n a l  P lanne rs  a re  payin  •; s u f f i c i e n t  a t t e n t io n  to  the 
Camilla p r o j e c t  i s  borne out by the  f a c t  th  ot in  the  chap te r  on works
o r  graomo in  ^ r t  17 of the  o u t l in e  o f  the Third  Five Year P lan ,  i t  has Koen 
mentioned th a t  p r o v in c ia l  pr-grammes are  drawn cn the  basis  o f  mo’'c l  opera
t io n s  t r i e d  out i n  The Comilla Experim enta l a r e a .  The s ta te r s  n t  has boon 
rec:rdoob thus..

,f Economic growth needs on. i n f r a s t r u c t u r e  of C a p i ta l  works an! f in an 
c i a l  i n s t i t u t i o n s  and' re so u rce s  which s t im u la te s  e n tre p ren eu rs  and 
makes the  d e s i r e d  development p o s s ib le .  This i s  what r u r a l  P ak is tan  
l a c k s .  And i t  i s  th i s  the  works p r  - gramme seeks t  supply . I n  E as t  
P a k is ta n ,  Comilla i s  used as the  experim enta l a rea  in  .which model opera
t io n s  are  t r i e  ’ out an the  b a s is  e f  which the  p ro v in c ia l  pro grammes 
are ; r  :anisod" .

The chapiter rn co o p era t io n  a lso  ta k es  due n o t ic e  of what i s  boin - t r i e d  
in  C e d i l la ,  A r t i c l e  5 of c h ap te r  on c: o p e ra t io n  runs thus "The experience  
gained f r  m the o p e ra t io n s  of the  c ;o p e ra t iv e  fa rm in ' s o c i e t i e s  a t  M ultan 
a n 1. C-milla in  ' i c a t e s  t h a t  th e  pro'^rr.ame can be extended baring the  t h i r d  
p lan  p e r io d .  Cooperative farming-, w ith  the  farmers r e t a in in g  in d iv id u a l

(i) Thana T ra in in g  Centre by James Hendry, Member Harvard U n iv e rs i ty  
P lann ing  Advisory  Group in  P a k is ta n ,
An a r t i c l e  published  in  the  Jo u rn a l  of Pedoistan ^co-iony fen 
Rural Development, Oct b e r ,  1963 V o l. 17 ~ N .2 .
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hold ings  w i l l  ’-e s t a r t s 1, in  o ther  ar~as t.- a cc e le ra te  th . ro derniz-oti m  'in 
m achanisnti "n r.f c u l t i v a t i  n ^ r a c t i c e s .  S im ila r ly  r  -an iaa ti  n in '  d.vol. 
nent of milk ,/reducers '  c<ogporatives v/ith dairy  g ian ts  w i l l  o ic  iiri -o 1"

d) Ccmilla : r e j e c t  has a ls^  receive tho Ii& a t te n t io n  -.f t h ;  Pia;sid 
of P ak is tan  who,, in  s p i t e  i f  his  heavy en 1?. ;ov.:ont3 an:1 proa e c u .-11i ns , was 
kind eiri'Uyh to  pay v i s i t  to  tho p ro je c t  a rea  alar; - with the P ro v in c ia l  
Governor ana s^aro s u f f i c i e n t  time t  c l . s a l y  s tudy  the ; . r g c e t .  Tho ?i:ia 
M in is te r  of P ak is tan  a n 1 snae o th e r  m in is te rs  : f  both tho C en tra l and trie 
P ro v in c ia l  Gii.vernnen.ts a ls  aid v i s i t  t  ‘ tho a re a .

The p r o je c t  i s  re ce iv in g  s u f f i c i e n t  a t te n t io n  e f  the  t  ap a d m in is tra to rs  an 
p o l ic y  makers. Sometimes we f e e l  we are  rece iv ing  a l i t t l e  toe  muoh f 
a t t e n t i o n .  We are  r e a l l y  in  the  midst of our experiment an ■ i ur jocil i s  n 
y e t  r e a l i z e d .
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This paper t r i e s  to  p ic tu r e  only our experiences in. t h e  P h i l ip p in e s  
on " the  r o le  of government in  coopera tive  education and t r a in in g 1.1. I t  
makes no attem pt to  speak of the  experiences in  o ther p la c e s .  I t s  
purpose i s  merely to  in troduce  th e  su b jec t  th ru  th e  P h i l ip p in e  experience . 
I t  i s  hoped the reby  t h a t  i t  w i l l  draw s im i la r  statem ents from th e  de lega te  
them selves, of th e re fo re  a more a u th o r i t a t iv e  c h a ra c te r ,  about t h e i r  
a c tu a l  experiences in  t h e i r  own c o u n tr ie s .

P h i l ip p in e  Cooperatives

A sep a ra t io n  of th e  government agencies re g u la t in g  coopera tives  has 
caused a d iv is io n  of P h i l ip p in e  co-ops in to  (a) a g r i c u l t u r a l  and (b) non- 
a g r i c u l tu r a l .

'As of June 30,. 1965.? th e re  were rep o rted  the fo llow ing a g r i c u l t u r a l  
c o -ops :

Co-ops: A ll Co-ops Active Co-ops

Locals ' 5.12 153
S p ec ia l  13. 11
Federa tions  (1 N ational) 22 5

T o ta l  547 169

Membership . 310,751. n .a .
No. of b a r r io s  covered 13,158 n .a .

The a g r i c u l t u r a l  co-ops a re  g e n e ra l ly  m u lti-pu rpose , perform ing c r e d i t ,  
marketing and purchasing fu n c t io n s .  They a re  organized u s u a l ly  cover 
a m u n ic ip a l i ty .
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C re d i t  Unions 
Consumer Co-ops 
I n d u s t r i a l  Co-ops 
S erv ice  Co-ops 
C o-opera tive  Bank

644
142

15'
3

107,10° 1
45,222 1
'2 ,7 0 7

■517 1

The n o n - a g r i c u l tu r a l  co-ops a re  p r im a r i ly  s in g le -p u rp o se .  They a re  organ
ized  u s u a l ly  among p e rso n n e l  i n  o f f ic e s  and b us iness  e s ta b l ish m en ts .

P h i l ip p in e  Government

ment S e c re ta r ie s /H ead s  of o f f i c e s  a l l  under the P r e s id e n t .

There .ire four re g u la r  types of l o c a l  government i n s t i t u t i o n s  f a l l i n g  
under t h r e e  (3) l e v e l s :

a) the  p ro v in ce ,  and (b) c h a r te re d  c i t y  ........
c) t h e .m u n ic ip a l i ty
d) tne  b a r r io

(The c h a r te r e d  c i t y  and tne p rov ince  a re  on the  same l e v e l ) .  In  a d d i t io n ,  
th e re  a re  two s p e c ia l  ty p e s :  Subprovince and M unicipal d i s t r i c t .  As of 
October 15, 1965, th e r e  v;ere th e  fo l lo w in g  numbers of l o c a l  government 
un it  s :

A s e t  of p r im a r i ly  h i s t o r i c a l  and c u l t u r a l  f a c to r s  have made the  
P h i l ip p in e  governm ental system-, very  h ig h ly  c e n t r a l i z e d ,  w ith th e  lo c a l  
governments se rv in g  in  p r a c t i c e  as mere a d m in is t r a t iv e  u n i t s  of the  
n a t i o n a l  government.

The n a t io n a l  government, agenc ies  concerned w ith  co o p era t iv e  educa tion  
i n  one way or a n o th e r  a r e :

(1) A g r ic u l tu r a l  C re d i t  A d m in is tra t io n  (ACA)
(2) Commission on A g r ic u l tu r a l  P r o d u c t iv i ty  (CAF)
(3) C oopera tives  a d m in is t r a t io n  O f i ic e  (CAO)
(4) A g r i c u l tu r a l  C red it  &. Cooper . t iv e s  I n s t i t u t e  of the 

U n iv e rs i ty  of th e  P h i l ip p in e s  (aCCI-UP)

".The P h i l ip p in e s  has a c o n s t i t u t i o n a l l y  u n i ta r y  system of government. 
N a tional government ad m in is .tra tion  i s  c a r r i e d  out p r im a r i ly  th rough ,D epurt-

m u n ic ip a l i t i e s  ----
m unic ipal d i s t r i c t s  
b a r r i o s  - - - - - - -

p rov inces  
c i t i e s  -

■ -  56
• -  48 (8 no t y e t  fo rm ally  in augura ted )
1,365

37
29,500 ( a pproxim ate)
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(5 ) Bureau of Public Schools (BPS)
(6) P r e s id e n t i a l  A ss is ta n t  on Gommunity Development (P/vCD)
(7) P h i l ip p in e  Coconut A dm inistra tion  (PHILCOA)
(8) N a tional Cottage In d u s t r ie s  Development A uthority  (NACIDA)
(9) E l e c t r i f i c a t i o n  Adm inistra tion (EA)
(10) P h i l ip p in e  F is h e r ie s  Commission (PFC)
(11) P h i l ip p in e  V irg in ia  Tobacco A dm inistra tion (PVTi\)
(12) Asian Labor Education Center (ALEC) and College of A g ricu ltu re  (CA), 

bo th  of th e  U n iv e rs i ty  of th e  P h i l ip p in e s ,

The lo c a l  government u n i t s  wnich a re  somewhat more concerned w ith  
coopera tive  education ure th e  b a r r io s .

Other V oluntary Bodies Concerned With Cooperative Education

Cooperative education  work (c o n tr ib u t io n s  a re  in  one form or ano ther) 
i s  performed both by th e  co -o p e ra t iv es  s e c to r ,  by government and by- various 
o ther v o lun ta ry  bodies.

'Among the  vo lun tary  bodies (non-co-ops) c o n tr ib u t in g  to  co -o p e ra t iv e  
education work a re :
(1) P h i l ip p in e  Rural R econstruc tion  Movement (PRRi-i)
(2) Operations Brotherhood I n te r n a t io n a l , I n c .  (OB)
(3) Consumers Federated Groups of th e  P h i l ip p in e s ,  Inc,
(4) Knights of Columbus Community Serv ices
(5) I n s t i t u t e  of S o c ia l  Order
(6) P h i l ip p in e  Federa tion  of C h r is t ia n  Churches
(7) Barungay Sang Virgen.

Cooperative Education Work C la s s i f i e d .

For our p re sen t  purposes in  the  P h i l ip p in e s ,  we c l a s s i f y  the  a reas  
of c o -o p e ra t iv e  education , t o  wnich c o n tr ib u t io n s  a re  made by th e  various 
s e c to r s ,  in to :

(a) Government co -o p e ra t iv e  o f f i c e r s  t r a in in g  
.(b) Co-oper-.tive so c ie t ie s*  s t a f f  t r a in in g ,  and 
(c) Member'.'education (which in c lu d es  t r a in in g  of 

committee m em bers/d irectors)

The c o n tr ib u t io n s  t o  co -o p e ra t iv e  educa tion  work by th e  v ar ious  
s e c t o r s 1 agencies we have a lso  c l a s s i f i e d  roughly as f a l l i n g  under;

(a )  F inancing of co-op. education expenses
( e . g . ,  of m ain ta in ing  t r a i n o r s  and t r a in e e s ,  
and of a v a i l in g  t r a in in g  f a c i l i t i e s )

(b) Research to  support t r a in in g
(c) A dm in is tra tion  of t r a in in g  and education programs
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Government Agencies: S t r u c tu re ,  Resources, and Actu a l  C o n tr ibu tions  to  
Co-op Education Work.

Among th e  government agencios  involved w ith co-op education  work, the  
more im portan t ones from th e  p o in t  of view of a c t u a l  c o n tr ib u t io n s  and 
evolving d i r e c t io n  of i n t e r e s t '  a re :  (1) CAO, (2) CAP, (3) ACA, and
(4) ACCI.

The CAP i s  th e  government' su p erv iso ry  agency f o r  n o n - a g r i c u l tu r a l  
co-ops. Besides i t s  r e g u la to ry  “work in c lu d in g ' a u d i t , i t - c o n d u c ts  promo
t i o n a l  a n d  propaganda campaigns and guides newly s t a r t i n g  c o -o p s 1 s t a f f s .  
These fu n c tio n s  a r e  performed p r im a r i ly  th rough a f i e l d  s t a f f  of about 
65 men d i s t r i b u t e d  a l l  over t f»  coun try . I t  a lso  undertakes  the  d i r e c t  
a d m in is t ra t io n  a lone  o r j o i n t l y  w i th  o ther agencies  of va rious  t r a i n i n g  
courses fo r  .soc ie ty  s ta f f s ,  ’i'irid its...own o f f i c e r s .  For t h i s  purpose, -it 
m a in ta in s  an Education and T ra in ing  D iv is io n  composed of th re e  (3) 
men and - draws on p e rso n n e l  of i t s  o th e r  s p e c i a l i s t  d iv is io n s  as needs 
a r i s e  f o r  re so u rce  p e rso n s .  The d iv i s io n  has had y e a r ly  a l l o c a t io n s  of 
between 1*14,000.— to  1*21,500.- during  th e  l a s t  fou r y e a r s .  The CAO 
was a b le  to  o b ta in  th ru  i t s  budgetary  r e q u e s t  th e  sum of 2*200,000.- 
f c r  co-op ed uca tion  work. I t  has s ince  then  tu rn ed  over th e  amount 
t o  the  ACCI f o r  co-op educa tion  work. The CAO has a lso  been in s t ru m e n ta l  
i n  th e  form ation  arid f in a n c in g  of th e  C en tra l  Cooperative  E d u ca tio n a l  
Board (CCEB) (a co-op) w h ich - is  concerned p r im a r i ly  w ith  co-op educa tion . 
The CCEB a t  p re sen t  m in t;.- ins  th r e e  (3) re g io n a l  c o -o p e ra t iv e  ed uca tion  
o f f i c e r s  and p u b l ish e s  th e  -co-op magazine "P h i l ip p in e s  C o-opera tive  
Advocate", p r e p a ra t io n  of m a te r ia ls  fo r which i s  done p r im a r i ly  through 
CAO s t a f f s .  The CaO has l ik e w is e  p re p .re d  s e v e ra l  in fo rm a t io n a l  
pamphlets ..and m a te r ia ls  in c lu d in g  model by-law s, m u l t ip l i c a t io n  and 
d i s t r i b u t i o n  of which b e in g  made by CCEB,ACCI and o ther  ag en c ie s .

The CAP i s  th e  agency under th e  new ly-enacted land Reform Code 
(Ra 3844) charged w ith th e  fu n c t io n  of promoting and gu id ing  a g r i c u l 
t u r a l  co-ops .

At p r e s e n t ,  i t  i s  s t i l l  i n  th e  p rocess  o f  g e t t in g  s t a f f e d  fo r  i t s  
co-op edu ca tio n  work. I t  u n d e rtak es  th e  t r a i n i n g  of such h i re d  s t a f f s  
through arrangem ents  w ith  ACCI and by ta k in g  advantage of s c h o la r s h ip s /  
t r a v e l  gr. n ts  abroad a ffo rd e d  by i n t e r n a t i o n a l  te c h n ic a l  a s s i s t a n c e  
ag en c ie s .

I t s  s t a f f in g -  p a t t e r n  'env isages  co-op o f f i c e r s  on c o n g re ss io n a l  
d i s t r i c t  b a s is  (102 a l l  over tne  country) b u t  i t  a l s o  plans to  u t i l i z e  
tiie. s e r v ic e s  of s t a f f s  woridng a t  the b a r r i o  l e v e l  f o r  co-op prom otional 
and propaganda purposes. In  d e s ig n a ted  Land Reform D i s t r i c t s ,  i t s  
co-op o f f ic e r -  s t a f f s  work to g e th e r  w ith  manbers of Land Reform P ro je c t  
Te.jns,

The aCA a t  p re s e n t  s t i l l  h , s  to  be a m ajor support f o r  a g r i c u l t u r a l  
co-op e d u ca tio n  work because  of i t s  accumulated exper ience  in  t h i s  
f i e l d  over tn e  p a s t  decade a lthough  under th e  Land Reform Code, member



education work ceases t o  be i t s  r e s p o n s ib i l i t y  bu t th a t  of CAP. ACa 
n ev er th e le ss  continues to  play the im portant p a r t  in  the t r a in in g  of i t s  own 
f i e l d  s t a f f s  ( sp e c ia l iz e d  government co-op o f f ic e r s )  in  c o l la b o ra t io n  
w ith  ACCI. I t  a lso  a v a i l s  i t s  own te c h n ic a l  men a3 resou rce  persons in  
t r a in in g  programs.

The AGGI i s  un lik e  the  other th re e  agencies which have r e s p o n s i b i l i t i e s  
other than  co-op education work. I t s  p r in c ip a l  job i s  education work being 
a p a r t  of the S ta te  U n iv e rs i ty .  Also i t s  concern inc ludes  both a g r ic u l 
t u r a l  and n o n -a g r ic u l tu ra i  co-ops and, as such, serves  t o  in te g r a te  the 
two d iv ided  s e c to r s ,  ACCI, w hile  a government agency, has and adv isory  
co u h c il  drawn from th e  served agencies and concerned w ith  p o l ic y  f o r  
ACCI's t r a in in g  and re sea rch  programs. ACCI thus  enjoys th e  s t a b i l i t y  of 
r e g u la r  government funding w hile  freed  from the  ord inary  p o l i t i c a l  
p re s su re  in  i t s  p o l i c i e s  on programs. ACCI has undertaken ex ten s iv e  
c o l la b o ra t io n  with th e  various  agencies, government and v o lu n ta ry ,  in  
i t s  education  work. I t  has been undertak ing  research  in  support of 
t r a in in g  and m aintains supporting  f a c i l i t i e s  l i k e  a l ib r a ry ,  dormitory, 
bus, e tc .  ACCI m aintains a s t a f f  of about t h i r t y  f iv e  (35) and has a 
y e a r ly  ap p ro p r ia t io n  of about 1*350,000.-. The ACCI conduct re g io n a l  
and r e s i d e n t i a l  t r a in in g  courses alone or j o i n t l y  w ith other agencies 
f o r  d is c u s s io n  group le a d e r s ,  cooperative  s o c ie ty  s t a f f s ,  d i r e c to r s  and 
committee men, and government coopera tive  o f f i c e r s .  I t  a l so  f in an ces  
t r a in e e  expenses l i k e  boarding and lodg ing .

Among th e  other government agenc ies ,  th e  BPS and th e  PACD appear to  
have g re a t  p o te n t ia l s  fo r  performing co-op education work but th ese  
remain la rg e ly  u n ex p lo ited .  Both o f f i c e s  have f i e l d  s t a f f s  even a t  the  
b a r r io  l e v e l .  Among lo c a l  government u n i t s ,  the  b a r r io  appears  t o  be 
of p o t e n t i a l  importance. A new law, th e  Revised B arr io  C har te r ,  men
t io n s  co-ops as a m atte r  of concern f o r  th e  b a r r io  governments.

Concluding Remarks

O v e r-a l l  we might say t h a t  compared to  the  volume of needed co-op 
education  work, th e  e f f o r t s  so f a r  of government w hile  c re d i ta b le  a re  
unable to  make up f o r  th e  d e f ic ien cy  of th e  vo lun ta ry  s e c to r  in  co-op 
educa tion .
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U sually  here p r o f i t  business conies in com cotiticn  with coopera tive  
business., more o r  l e s s  h o s t i l i t y  from the former tcwvris the L i t  t o r  
develops. Boards of trade? chambers of commere-e, m erchan ts ' an i 
m an u fac tu re rs '  a s s o c ia t io n s  launch - itbacks . The- h is to ry  o f  the 
coopera tive  s o c ie t ie s  i s  a s to ry  of r- ted a t ta c k s  by p r o f i t  
b u s in e s s .  S k i l f u l ly  concocted s i s r e p r  ,J at ions to destroy c re d i t  
to  alarm the members, and to induce them to d r u / out th-?ir c a p i t a l  
have seen a common re s o r t  . The boycott ex' cooperatives  by m anufacturers, 
d e a le rs  -and t r a n s p o r ta t io n  companies, the  b r in in g  of cooperative  
employees -  a l l  these  a re  a lso  expedients tc which p r o f i t  business  
r e s o r t s .  These a t ta c k s  have sometimes caused serious  t ro u b le ,  and 
always annoyance. .But s t i l l  the  cooperative  movement prows.

In many co u n tr ie s  the governments have a t  the behest of business  ac ted  
a g a in s t  the cooperative  movement. R e s t r i c t iv e  laws, repu l .ationss 
ta x a t io n  and commercial d isc r im in a tio n  in  a ivour of pro f i t  business? 
have been d irec ted  by the S ta te  ..ga inst the consum.ar d i s t r i b u t iv e  
s o c i e t i e s .  In most c o u n tr ie s  attem pts  have been male to tax su rp lu s -  
savings and loan c a p i t a l s  •£ cooperatives  as though they were p r o f i t s .  
Cooperators haye to put fo r th  long and p a t ie n t  e f fo r t s  in  o rd e r  to 
o b ta in ,  a t  any r a t e  in  a la.rge number of c o u n tr ie s ,  l e g i s l a t i o n  
more in  conformity with the d i s t i n c t i v e  na tu re  o f  cooperative  
i n s t i t u t i o n s .  Unlike p r o f i t  bu s in ess ,  coopera tive  business  asks f o r  
no d isc r im in a to ry  favours  c f  the S ta te ;  i t  -.sks only th  . t  i t  s h a l l  not 
be d isc r im in a ted  a g a in s t .

U ncerta in ly  a s  to the t ru e  nature  * f< co o cer- t iv e  i n s t i t u t i o n s  and 
the ro le  they can p lay  in the economy has 'also f req u e n t ly  been r e f le c te d  
in  c e r t a in  l e g i s l a t i v e  measures concerning the a c tu a l  working of the 
economic system -  re g u la t io n s  c f  p r ic e s  o r  commercial and i n d u s t r i a l  
p r o f i t  margins, r e s t r i c t i o n  of the number o f  shops in such-and-such 
a branch of t r a d e ,  p roduc tion , import and export quotas e t c .  fome 
o f these  measures were aimed, d i r e c t l y  ag a in s t  cooperative  s o c i e t i e s  and 
the m a jo r i ty  a f fe c te d  them without - iming ~ t tnem s p e c i f i c a l ly ,  while 
both c la s s e s  o f  measures ..aversely in fluenced  t h e i r  working, t h e i r  
a c t i v i t i e s  and t h e i r  development.

F i s c a l  l e g i s l a t i o n s  too h -s  sometimes had to deal with knotty  problems 
on account o f  the p e c u l i a r  na tu re  of the cooperative  share , the 
in d iv i s ib l e  c h a rac te r  of coopera tive  re se rv e s  and the su rp lu ses  d i s t r ib u te d  
to members. However, once a d i s t i n c t i o n  i s  e s t  -;. o lished  se t  ween the 
d iv idend on purchases and tne dividend on p r o f i t s ,  ana phen i t  i s  
recognised  th a t  coopera tive  s o c ie t ie s  do not make p r o f i t s  becaase 
t h e i r  t ra d in g  su rp lu ses  a re  refunded to t h e i r  members, i t  betoness 
d i f f i c u l t  to tax  them on i n d u s t r i a l  and commercial p r o f i t s  o r  income.
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Consequently in many c o u n tr ie s  co opera tive  s o c ie t i e s  (o r c e r t a in  
c la s s e s  o f  the  s o c ie t i e s )  a re  exempted from such ta x e s ,  e i t h e r  during 
th e  e a r ly  years  of t h e i r  e x is ten ce  o r  fo r  un lim ited  tim e. In f a c t  in 
th e  m a jo r i ty  of c o u n tr ie s  the p a r t  o f the su rp lu s  th a t  i s  refunded 
a s  ,!d ividend" i s  not regarded  a s  l i a b l e  to taxa tions  on the  o th e r  hand, 
the  re se rv e s  ( th a t  i s  to say the  u n d is t r ib u te d  su rp luses)  a re  
f r e q u e n t ly  t a x e d .

Cooperative  i n s t i t u t i o n s  a re  g e n e ra l ly  su c je c t  to uiroh-ise c r  tu rnover 
t a x e s ,  us regards  tne o th e r  ta x e s  (on r e a l  and personal p ro p e rty ,  trad ing  
lie9jiOu.jj otamp api c .... .. .r  a u t le s  ' ~ *,) eiee ia scaa  rec .—c wicns 
a p p l ic a b le  to c o o p era t iv e s  vary  widely from one country tc an o th e r  and 
even w ith in  the same country from ene 'Category o f  co or arc. f iv e  to an o th er .

In  c e r t a in  c o u n tr ie s  in  L a t in  america and th e  f i d d l e  b a s t ,  the  f i s c a l  
advcj.nto.ges granted to co o p era t iv e  s o c i e t i e s  a re  f a i r l y  numerous and 
may even inc lude  t o t a l  c r  p a r t i a l  exemption from c e r t a in  customs 
d u t i e s ;  in  some cases  ( B o l iv ia ,  C h ile ,  Colombia, Costa Rica and 
Guatemala) they r e l a t e  to t r a n s p o r t  t a r i f f s .  Before World J a r  I I  a 
law was passed in  Greece g iv ing  sp e c ia l  c o n s id e ra t io n  to coopera tive  
s o c i e t i e s  exemption from s t a t e  and lo c a l  hexes (such as  income tax ,  
r e a l  - s t a t e  a t e . ) .

Ihe ex p lan a tio n  of t h i s  p r iv i le g e d  trea tm en t i s  the i .n ten tion  to a s s i s t  
co o p era t iv e  s o c i e t i e s  u n t i l  such time a s  they  have reached m a tu r i ty  
and a lso  t h -  "act th a t  t h e i r  c a p a c i ty  ,to pay tax es  i s  p r a c t i c a l l y  
n e g l i g i b l e .  There i s  a t .;ndency fo r  the  a t t i t u d e  of the  tax  
a u t h o r i t i e s  to change s.r -dua lly  .as th e  s o c i e t i e s  reach m a tu r i ty  and 
occupy .i l a r g e r  ef-.ee in  the  n a t io n a l  economy and among the p o te n t i a l  
sou rces  c f  pub lic  revenue- .

In  c o u n t r ie s  in  which co o p e ra t iv e s  have been f irm ly  _;s tc o l i s n e d  fo r  
a long time they - r e  norm ally  su b jec t  to the same t-.eces as p r o f i t -  
making u n d e r ta k in g s .  From time te time C er ta in  exonera tions  o r  tax  
r e b c ta s  ire  allowed to p a r t i c u l a r  c - t f g e r i . s  of s o c i e t i e s  ( a g r i c u l tu r a l  
co o p e ra t iv e  s o c i e t i e s  and co o p e ra t iv e  housing s o c i e t i e s ,  f o r  exam ple).

C o o p t  r a t i o n  s t a n d s  f o r  c r c e  t r a d e .  D u t i e s  ~nd i m p o r t  t a r i f f s  a r e  p a i d  
by t h -  c o n s u m e r .  The  t a r i f f  i s  a t a x  i m p o s e d  u p o n  a l l  t h e  c o n s u m e r s  i n  
t h e  . i n t e r e s t  o f  p r i v i l e g e d  t r a d e r s  o r  is i n u f c t u r e i t ; .  I t  i  ,t a 
s o u r c e :  c f  i n t e r n a t i o n a l  h o s t i l i t y ,  end f e o m o t e s  m o n o p o l y  a n d  a p r i 
v i l e g e d  a n d  p r o t e c t e d  c l a s s  .ct  h o m e .  Th-..; C o o p e r a t i v e  j- ' Icvement a s k s  no 
t - r i f f  a i s c r i m i n - t i o n s . d o t  s e e k i n g  o r i v - t e  p r o f i t ,  i t  a i m s  t o  h a v e  
f r e e  . a id  u n o b s t r u c t e d  c o m m e r c i a l  i n t e r c o i r r s  j b e t w o m  a l l  p e o p l e s ,  
i i s  a c o n s e q u e n c e ,  t h e  C o n g r e s s  o f  t h e  I n t e m - t i o n a l  C o o p e r a t i v e  
^ l l l - n e o  i n  1 9 4 C; h - S e e d  a r e s o l u t i o n  f a v o u r i n g  t h e  r e m o v a l  o f  i l l  
i n t e r n a t i o n a l  t a r i f f ;  t r : . d e  b - r r i e r s .

h c . r r i e r s  i n  t h e  way c f  ' . n t e r n  t i o n . d  c o o p e r a t i v e -  t r a d e ,  s u c h  a s  
J i s e r i m c . t o r y  g o v e r n m e n t  r . ,gul . . .  t i e - n s , f o r  i n s t a n c e ,  c o n t r o l s ,  f o r e i g n  
a x c h - n g o ,  t a x a t i o n ,  q u o t e s  -nd d u t i e s  m u s t  b e  o v e r c o m e  by  ̂ c o o p e r a 
t i v e . ,  o*-g c n i s  c t i e n s  . a- t h o r o u g h  s t u d y  oy  c p j x  o r g a n i c . ,  t i o n s  o f  t h e  
t r a d e  p a t t e r n s  o f  t h -; c o u n t r i e s  i n v o l v e d  w o u l d  b e  n e c e s s a r y  f o r  t h e



T a x a t i o n  u n i  t h e  Gooo . n a t i v e  S o c l e t l ,  o . 3

promotion o f c o o p e r - t iv .  t r . d ; .  kk;v .,mm. of 
securing f o i r  tred  Lna con iio ions ,pj th . 1; 
laws .

Tha_Position ia  oinsw.por«

Question of T.-xution *f Cooperative Soci kilos

Under Section  55 o f  tho- Oocr.e-rahive Soci .;ti s k r  iin ohuM, r 175;-

"55* tho M in is te r  by n o t i f i c a t io n  in  th  -. kumott m.,y, in  tho o iso 
of any rogister-.-.d socio ty  nr c l  iso of regisk. red s o c i- t ie s *  
roduce o r  remit -
a .  the  duty or tax which under :%ny w r i t t  en low fo r  tho 

time boing in  force  moy bo payable in re sp ec t  of tho 
p r o f i t s  of tho so c ie ty  o r  of the d iv iaends o r  o th e r  
payments received  by tho mothers of the socio ty  cn account 
o f  p r o f i t s .

b . the stomp duty with which u no .r  ,ny w r i t te n  low fo r  th,; 
time boing in forco instrum ents  executed cy o r  cn bohi-lf 
o f  a r - jg is t .  socie ty  o r  by .a o f i ' ic e r  o r  member
and r e l a t i n g  to t h o  business  ok such so c ie ty  c r  ~ny c l - s s  
of such instruments* are r ,sp._ c t iv o ly  c h a r g e a b l e  . i!

Thus i t  c.-xn bo soon th a t  the power to exempt my cooperative  so c ie ty  from 
tax  o r  duty is  vested  in  tho M in is te r ,  and in  f a c t  a l l  cooperative  
s o c ie t i e s  in  Singapore a re  exempt by l e g i s l a t i o n  from ta x a t io n  
and d u tie s ’.

Sec tion  1 3 ( l)  ( f ) ( i i )  o f the  Income Tex O rd in an ce , ' Chapter l 6 b , reads 
as fo llow s:

”13. (1) There s h a l l  be exempt from t i x  -
X X X X X

(f) tho income of -
( i i )  any coopor’. t iv e  so c ie ty  r  g is te io d  -.s such and :r tho 

coop :,r*tive s o c ie t i e s  Ordinance or re g is te r e d  .as such 
in  the  F edera tion  under the  law fo r  th... time b.. ing in
fo rce  in  the  F ed e ra t io n  r  l - . t in g  to the r._giotr.otion
of such s o c ie t i e s . "

Sec tion  35(g) o f  the  Stamp Futy C rain  mco, Chapter 170, s t . . t „ s  t h a t .........

”35 . No duty s h a l l  ho ch ergo-bio in  rospe.ct of -
(g) any instrum ent executed by or on b eh a lf  o f  a so c ie ty  r e g is te r e d

under the Goop.;ritivo S o c ie t ie s  Ordinance o r  c f  ... so c ie ty
. r e g is te r e d  in tho f e d e ra t io n  of Malaya undor the Cooc.;r a t iv o  
S o c io tio s  Ordinance, 194-8; of' the sa id  F ed e ra t io n  o r  execute* 
by an o f f i c e r  o r  member o f my such soc ie ty  and r e l a t in g  
so le ly  to the business o f  such so c ie ty ."

\y shouio b 
.nf..fion of

' h r e o ; u  
- i r  t r e k i n g



Taxation and the Cooperative Societies. 4

L im ita t io n  o f  Dividend

Under Rule 17 e f  the  C ooperative  S o c ie t ie s  Rules 1953, the  r a t e  o f  
d iv idend  p a id  on shares  in  any r e g i s te r e d  so c ie ty  s h a l l  not exceed 6f 
per annum w ithout the san c tio n  of the  R e g i s t r a r .  The r e g i s t r a r . o f  Coopera
t i v e  S o c ie t ie s  h as ,  however, l a i d  down a m&xinaum o f lhl with the  
p rov iso  th a t  a societyr may exceed the maxima:: ;'6f hjo i f  i t  w i l l  t r a n s f e r  
2 %  o f  i t s  su rp lu s  bo the  -a.-:serve Fund.

I t  i s  a coopera tive  p r in c ip l e  the,t d iv idends s h a l l  not be ‘the f i r s t  and
only  c o n s id e ra t io n  of the  movement -  r a t h e r ,  !IS e rv ice  to members" -
should be the  prime m otto . one o f  the  c o o p era t iv e  p rinc ipJ  es i s  the 
l i m i t a t i o n  o f  d iv id en d s .

However, time and ag a in  c o o p era t iv e  s o c i e t i e s  have a ttem pted  to request 
f o r  the  l i m i t a t i o n  of d iv id en d s  to be r a i s e d  from M= to i i  per annum, and
in  t h i s  re sp e c t  i t  i s  p e r t i n e n t  to quote hereunder the views e f  a former
Commissioner f o r  C ooperative  Development

"The p r o f i t s  o f  Cooperative  S o c ie t ie s  a r e  not su b jec t  Jo  Income Tax. 
xi 4-t d iv idend f re e  o f  tax  i s  a very  good r e tu rn  on o n e 's  money indeed; 
and investment In a T h r i f t  and Loan Socie ty  i s  as sa fe  an investment 
as  army can be found . Unless coopera t o r s  a re  w i l l in g  to l i m i t  t h e i r  
demands fo r  d iv idend , i t  may be found necessary  to amend the Income 
I'iix Laws to tax  the p r o f i t s  c f  coopera tive  s o c i e t i e s .

" I t  would be most u n fo r tu n a te  i f  co o p era t iv e  f u n is ,  which a re  so 
t e r r i b l y  bad ly  needed by the Cooperative Movement fo r  i t s  
f u r th e r a n c e ,  were to  fc;. absorbed in  t a x a t io n .  C onstan tly  the  c r i e s  
a re  heard from Malayan Coo a e r a to r s  fo r  a s s i s t a n c e  from government.
How c-.n Government g ra n t  a s s i s ta n c e  from pub lic  funds, when the 
a p p l i c a n t s  a~e enjoying  l a r g e  t a x - f r e e  d iv idends ;"

The Law exempted r e g i s t e r e d  co o p e ra t iv e  s o c i e t i e s  from payment of 
Income Tax and Stamp Duty, ana a s  such, i f  s o c i e t i e s  only take the q u es t io n  
o f  a h ig h e r  r a t e  of d iv idend in to  consid .' r a t i o n , the coopera tive  movement 
should exp :;ct to me.jt severe  c o p o s i t io n  fiam e t h e r  t rad in g  concerns .

onarge o f  Deduc t io n s  made by co o p e ra t iv e  s o c i e t i e s  
through the, c e n t r a l  pay o f f i c e

oince i t s  in c e p t io n ,  the  Singapore Gov■„rnmont has given the Cooperative 
Movement i t s  f u l l  encouragement and p a tro n ag e .  In  f a c t  in  i t s  
r e l e n t l e s s  e f f o r t s  to wipe out indefct edn,.ss am ,ng Government s e rv a n ts ,  
the  Government had encouraged chose in  the  Giv i lo o r v ic e ,  and 
ve.rticu la .rly  those  who a re  abcu t to be a p p o in ted ,  to jo in  co o p era t iv e  
t h r i f t  and l o a n  s o c i e t i e s .

In  the e a r ly  s tag e s  c f  development o f  the m ova-oif , the Government 
had even provided a d m in is t r a t iv e  and c l e r i c a l  a s s i s t a n c e  and 
f a c i l i t i e s  to cc o p e ra t i  i e ' s e c i e i i  _-s to h i p  these e s ta b l i s h  cn proper 
f o o t i n g s ,  - p - r t  from exempting cc o .ra tiv .. .  s o c i e t i e s  from ta x a t io n  
and f a t i e S  by l e g i s l a t i o n ,  throughout the  y •-r s  Governrment hoe provided



iaxo.ti._n and th..-:.- Coop r^ t ie '  = oeci t i . s .

f a c i l i t i  3 f  ro j of charge, fo r  deduct e, i;> .. duds fr .  i l j  
employ--s tc ce.jporj.tivo t h r i f t  and le ma o-.. c i  t i . s  through tn 
pay pack e ts .

But in  J u ly  1965, without p r io r  d is c u s o i .n  in! conault * tk  a,
. iccountan t-G onjral sont -  C irc u la r  lefct er t  .11 Ouv.p.. r ; t i.vo 
S o c ie t ie s  c o l le c t in g  duos from th . . i r  mor;b...ro through th.. C.mitral ioy  
O f f ic e ,  s ta t in g  th a t  a charge of -gm oucj e t  a a moxemum .:.t *500 
par  menth, of deductions made by coep.,r-.tive.. eoci.jti.jS thr.ough th j 
Ce n t r a l  i'o.y O ff ico , w i l l  bo imposod with e f f e c t  from lo t  J u ly  1965.
Tha a f fe c te d  cooperative  s o c ie t ie s  which are oL 'f il ia ted  to tho 
Singapore Cooperative Union, woro taken by su rp r is e  and ohockod 
with tho unprecedented and a r b i t r a r y  ac t io n  ,f tho account-.-nt-Gonor.al 
in  t h - t  t h i s  i s  re t ro  grosoive s tep  and a  ntie,.ry to tho vory p o licy  
of the  government towards th-:, cooperative  mov.memit. The re-son ,3 given 
f o r  tho im position  of th.; charge -  the burden o f  w^rk on the C entral 
Pay O ff ice  in  making deductiemis on s a la ry  she ;to and .. charge of gg& 
i s  small -nd net unduly he-.vy -  ar-e f a r  from o.onv Lncing, es the burden 
o f work i s  ne t so voluminous 13 te. j u s t i f y  t h .  charge end a charge of 
-%% sub jec t  te  a maximum of _500 per month, v. uld mean bOOCe a ye er, one 
may well rep resen t 10:2 to 15 a of the  net pre..fit of each s o c ie ty .  This 
amount charged by the  Government wauld n i t u r e l l y  h.vo to be bo m e  by 
the  members c f  the  t h r i f t  -..nd lean  s o c ie t i  s c .ncarncd . This m . t t . r  
i s  being pursued by the Singapore Ccep-r . ti am Union with the 
Mini s t o r s .
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In t ro d u c t io n

The su b jec t  of f u tu r e  r e l a t io n s h ip  between Government and the Cooperative Movement 
i s  of a n a tu re  which w i l l  defy c, l l  a ttem pts  to  evolve norms fo r  a l l  co u n tr ie s  and iri 
a l l  s i t u a t i o n s .  The r e l a t io n s h ip  w i l l  depend upon sev e ra l  f a c to r s  and lo c a l  c o n d i t io  
i n  each country . The most im portant f a c to r s  w i l l  be th e  s t r e n g th  of the  Cooperative 
Movement i t s e l f  and the p lace  given to  Cooperation in  the  economy of a country . I t  i  
th e re fo re ,  p o ss ib le  to  d iscu ss  only a broad p a t t e r n  of r e l a t io n s h ip  between th e  two. 
Also i t  i s  expected th a t  the  p a t te r n  of r e l a t io n s h ip  w i l l  evolve i t s e l f  during  the  
d e l ib e r a t io n s  of the  conference, and i t  w i l l  be premature a t  t h i s  s tage  to  s t a t e  
d e f i n i t e l y  what t h i s  p a t te r n  should be. Only c e r t a in  b as ic  a sp e c ts  underly ing  the  
problem of r e l a t io n s h ip  can be b r i e f l y  s ta te d  in  t h i s  document.

The b a s i s  fo r  p resen t r e l a t io n s h ip  between the  
Government and the Cooperative Movement

In  almost a l l  the  c o u n tr ie s  of South-East ^ s i a  except Japan, the  r e l a t i o n s  between 
the  Cooperative Movement and the  S ta te  arc  very c lo se .  The governments i n  almost 
a l l  th ese  c o u n tr ie s  have evolved a p a t te rn  of a d m in is t ra t io n ,  f inance  and su p e rv i
s ion  f o r  coopera tive  s o c i e t i e s .  During' r e c e n t  yea rs ,  the  r e l a t i o n s h ip  seems to  
nave grown th ic k e r  mainly owing to  the  f a c t  t h a t  Cooperatives a re  being promoted 
and developed by the Government as a p a r t  of t h e i r  planned economic development.
The planned economic development has put on th e  Cooperative Movement the  onus of 
developing a t  a r a t e  much f a s t e r  than  what normally they  would be able  to  keep.
The r e s u l t  i s  th a t  the  necessa ry  le ad e rsh ip ,  t e c h n ic a l  know-how and f in an ce  
needed fo r  such ra p id  development and which were not r e a d i ly  a v a i la b le  i n  the 
Cooperative Movement, had to  come from the Government, as planned economy i s  
going to  be a re g u la r  f e a tu re  of economic development in  most o f  the  c o u n tr ie s ,  
i t  i s  in e v i ta b le  th a t  the  Cooperatives a re  a s so c ia te d  with th e  process of economic 
development and co n tr ib u te  t n e i r  share  of e f f o r t s  to  achieve the  d e s i re d  r e s u l t s .

Government I n i t i a t i v e

The reasons  fo r  the  very c lose  r e l a t io n s h ip  between the  Cooperative Movement and 
the  Government are  p a r t ly  h i s t o r i c a l  and p a r t l y ,  as s ta te d  e a r l i e r ,  due to  the  
d e l ib e r a t e  po licy  of the  Government towards economic development. In  the  e a r ly  
days when vo lun ta ry  o rg a n isa t io n s  were not a common fe a tu re  of the  so c ie ty  in  
developing c o u n tr ie s ,  any i n i t i a t i v e  in  fo rm u la t ing  o rg a n is a t io n s  on the  b a s is  of 
, .„ lf_he l,,  and were vo lu n ta ry  in  char a c t  or had to  bo promoted, except in  c u r ta in  cases 
where lo c a l  le ad e rsh ip  was a v a i la b le ,  by government ag en c ie s .  Hence, coopera tives



a lso  came to  be i n i t i a t e d  through government e f f o r t s .  L a te r ,  even the  ro le  of 
promoting ancl supervising, the  coopera tives  hacl to  be with Government and spon
taneous coopera tive  growth was no t p o s s ib le ,  however, th in g s  have changed and 
in s ta n c e s  of spontaneous coopera tive  growth a re  no t la ck in g .  The p rocess  of 
tran sferor  power, however, t c  the  Cooperative movement has no t ye t ga thered 
momentum and i t  appears t h a t  u n le ss  the  Cooperative  Movement i t s e l f  r a l l i e s  
round i t s  fo rce s  and becomes an in te g r a te d  fo rc e  in  the n a t io n a l  economy, the  
Government w i l l  remain i n  the  p ic tu r e  fo r  many years  to  come.

Cooperative L e g is la t io n

iO implement th e  coopera tive  p o l ic y  of the  government in v o lv in g  ex tens ive  
adm inistrative and f i n a n c i a l  r e s p o n s i b i l i t i e s ,  the  governments had to  enact 
l e g i s l a t i o n  embracing almost a l l  a sp ec ts  o f  coopera tive  a c t i v i t y .  The m a jo rity  
of coopera tives  draw t h e i r  s t r e n g th  more from coopera tive  l e g i s l a t i o n  than  from 
th e  body of members. For every co opera tive  a c t io n  or i n i t i a t i v e  the  Cooperative 
look to the  v a rio u s  s e c t io n s  of the  Cooperative - ic t .  I t  i s  r a th e r  unfortunate  
t h a t  in  some c o u n tr ie s  th e  in t r o d u c t io n  of planned economic development has 
en larged the  scope of coopera tive  l e g i s l a t i o n  and has in c reased  the  a d m in is tra 
t i v e  machinery f o r  implementing the  v a r io u s  schemes of the  government inco rpo 
ra te d  i n  the  development p la n s .  I t  may be necessary  to  have ex ten s iv e  coopera
t i v e  l e g i s l a t i o n  to  a d m in is te r  tn e  C oopera tives , bu t i t  i s  not necessary  th a t  
tho  a d m in is t r a t iv e  a u th o r i ty  be n e c e s s a r i ly  with th e  government. fhe  f e d e ra 
t io n s  of co o p era t iv es  in  v a r io u s  s e c t io n s  could be e n tru s te d  with the  re s p o n s i 
b i l i t i e s  ranging from ed uca tion  to  audit w ith  regard  to  t h e i r  a f f i l ia t e d  
C oopera tives , fhe  most s u i t a b l e  p a t t e r n  i n  t h i s  rcspoct should be the  in v o lv e -  
ment of f e d e ra t io n s  i n  the  im plem entation of v a r io u s  se c t io n s  of the  Cooperative 
Ja.ct and R ules.

The riefeis trar

From out of the  v a r io u s  s e c t io n s  of the  coopera tive  l e g i s l a t i o n s  in  d i f f e r e n t  
c o u n t r ie s ,  a very  powerful p e r s o n a l i ty  emerges. This  p erso n a lity  i s  of the  
R e g is t r a r  or the  Commissioner re sp o n s ib le  fo r  the  execu tion  of various powers 
v e s te d  i n  him by the  Cooperative -*ct. The R e g i s t r a r  i s  the  p iv o t  of the  e n t i r e  
co o p era t iv e  s t r u c t u r e .  In  a d d i t io n  to  tne  sta tu to ry  powers, he enjoys sev e ra l  
e x t r a - s t a t u t o r y  powers which give him wide d isc r e tio n  with regard  to  r e g i s t r a 
t i o n ,  development, in s p e c t io n ,  su p e rv is io n ,  ,-.nd d i s s o lu t io n  01 the 
C oopera tives . Some of the  non-defined  powers of th e  R e g is t r a r  leave  very  l i t t l e  
in c e n t iv e  and i n i t i a t i v e  i n  the  hands of the  C ooperatives and t h e i r  F ed e ra t io n s  
as f o r  most of the  im portan t d e c is io n s  they  have to  approach him from time to  
tim e. The R e g i s t r a r  has been d e sc r ib ed  by some as the  c r e a to r ,  p re se rv e r  and 
the  d e s t ro y e r  of th e  coopera tive  s o c i e t i e s ,  by o th e rs  as t h e i r  fr ie n d , p h i lo 
sopher and the  gu ide . In whatever way one p u ts  i t ,  the  f a c t  i s  thax the  
R e g i s t r a r  s t i l l  dominates th e  coopera tive  scene . The b a s is  fo r  evolv ing  a 
f u tu r e  p a t t e r n  f o r  a d m in is te r in g  th e  p os t  of th e  R e g i s t r a r  i s  to  g rad u a lly  
t r a n s f e r  h i s  e x t r a - s t a t u t o r y  powers to  the  b u s in es s  f e d e ra t io n s  and i 'la tional 
Cooperative  Unions leav in g  to  the  R e g i s t r a r  only th e  minimum sta tu to ry  powers 
which as a p u b l ic  se rv an t  he i s  expected to  execute towards p u b l ic  b o d ie s .



Ihe  v a r io u s  aspec ts  of Governi.Kut a s s is ta n c e  and the very na tu re  of i t  w i l l  
be d iscussed  m  v arious  o th e r  sessions  of tne  Conierence. however, i t  may be 
r e le v a n t  to  mention h^re the  various a reas  in  which Government a s s is ta n c e  could 
be le g i t im a te ly  asked fo r  by cooperative  s o c ie t i e s  from the  Governments. These 
a reas  a re :

( i )  loans f o r  v a r io u s  s h o r t - t e r a  requirem ents of the Cooperatives,

( i i )  S ubsid ies ,  i . e .  permanent g ran ts  to  Cooperatives f o r  undertaking 
i n i t i a l  co n s tru c t io n  or fo r  meeting managerial expenses or fo r  
undertaking  an a c t i v i t y  which cannot be financed  by the 
Cooperativesj

( i i i )  Guarantees fo r  r e s p o n s i b i l i t i e s  undertaken by Cooperatives i n  the 
shape of repayment of loans, or i n t e r e s t ,  e t c . ;

( iv )  Extension of c o n tra c ts  to  Cooperatives fo r  pub lic  works,

(v) Tax concessions on income as the  Cooperatives r e tu r n  the  p r o f i t s  
to  t h e i r  members in  p ropor tion  to  the  se rv ice s  rendered ,

(v i)  M iscellaneous a s s is ta n c e  in  the  form of a llo tm en t of land, 
b u i ld in g ,  e t c .  fo r  cooperative  a c t i v i t y .

The Government should discourage the  p r a c t ic e  of dealing  in  above m atte rs  
d i r e c t l y  with the  primary and secondary c o o p era t iv e s .  The a s s is ta n c e  should 
in v a r ia b ly  be channelled through t h e i r  F e d e ra t io n s .  This w i l l  help  i n t e g r a t e  
the  coopera tive  s t r u c tu r e .

Recommendations of the  M in i s t e r s 1 Conference

The Conference of M in is te rs  of Cooperation on ;,The Role of Cooperation in  S o c ia l  
and Economic Development1’ held  in  Tokyo during  u p r i l  19&4- recommended the 
fo llow ing  as the  b a s is  f o r  c o l la b o ra t io n  between the  Government and th e  Coopera
t i v e  Movement i n  developing c o u n tr ie s .

‘'•'While the  importance of the  Cooperative Movement as a vo lu n ta ry  Movement cannot 
be over-emphasized, i t  would be necessary  f o r  the Movement to  accept Government 
a s s i s ta n c e  e sp e c ia l ly  in  the  i n i t i a l  s ta g e s .  The ro le  of the  Government should 
be e s s e n t i a l ly  promotional and the necessary  guidance and f in a n c i a l  a s s i s ta n c e  
should cease as soon as the  Movement i s  in  a p o s i t io n  to look a f t e r  i t s e l f  but 
no so o n e r . '1

"Government p o l ic y  should be d i re c te d  to  secu ring  f a i r  t ra d in g  co n d it io n s  and 
i f  the  Government i t s e l f  e n te r s  in to  th e  f i e l d  of t r a d in g ,  p re fe ren ce  nay be
given to  the  use of coopera tives  fo r  such o p e ra t io n s .  The im plem entation of
a f a i r  t ra d in g  po licy  re q u i re s  not only th e  passing  o f the  r e q u i s i t e  laws, but 
more p a r t i c u l a r ly  a proper enforcement of such laws, ~ny l e g a l  h indrances to  
the  development of the  Movement, as fo r  example a rea  l im i t a t i o n  or i n a b i l i t y  to  
tre.de w ith non-members, should be removed.11

"To o b ta in  a coordinated  approach to  coopera tive  problems, i t  i s  most d e s i r a b le
t h a t  governments should review th o i r  p o l i c i e s  f o r  p rov id ing  machinery f o r  c o l l a 
b o ra t io n  between d i f f e r e n t  M in is t r ie s  and Departments, as f o r  example, by 
e s ta b l i s h in g  jo i n t  committees or o ther s a t i s f a c t o r y  means of l i a i s o n . "

3.

The nature of Government ..ssis'Lince
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The need fo r  drawing upon the  re so u rce s  of th e  Government f o r  cooperative  
a c t i v i t y  which aims both a t  s o c ia l  and economic development of the  people, 
has been recogn ised  by the  Cooperators a l l  over. The I n t e r n a t io n a l  Coopera
t i v e  a l l i a n c e  through i t s  C en tra l  Committee which met in  Z urich  in  1946 
expressed  the  fo llow ing  views on the r e l a t i o n  between the  Government and the  
Cooperative Movement:

ifThe C en tra l  Committee of the  lGu reco g n ise s  th a t  th e re  i s  i d e n t i t y  
of aims between coopera tive  a c t io n  and the a c t io n  of the  o t a t e ,  
provided th a t  the  l a t t e r  be f r e e d  from any c o a l i t i o n  of p r iv a te  
i n t e r e s t s ,  and th a t  i t  corresponds to  the  n e c e s s i ty  of an o rg an i
z a t io n  which p lace s  an economy of s e rv ic e  above an economy o f p r o f i t ,  
b o th  from a n a t io n a l  and an in t e r n a t i o n a l  p o in t  of view.

"The Cooperative Movement i s  aware t h a t  the  S ta te  i s  being led  to  
take  measures i n  o rd e r  to  assume the  d i r e c t io n  of the  whole spnere 
of economy. (However) the  a c t io n  of the  S ta te  n e c e s s a r i ly  has 
l i m i t s ,  and in  i t s  e f f o r t s  towards the  g e n e ra l  o rg a n is a t io n  of 
economy i t  cannot do w ithout the  c o l la b o ra t io n  of coopera tive  
i n s t i t u t i o n s  of a l l  k inds . C ooperation beiny an o rg a n is a t io n  
b u i l t  up from below, and which groups i n  f e d e ra te d  o rg a n is a t io n s  
u n i t s  of a p e rso n a l  and fam ily  c h a ra c te r  which a re  a t  th e  b a s i s  
o f  economic and s o c ia l  l i f e  both  in  towns and in  the  country , i s  
th e  only o rg a n is a t io n  capable of l in k in g  those  u n i t s  o rg a n ic a l ly  
w ith  any p lan  embracing the  whole economy.

''Once t h i s  i s  recogn ised  th e re  w i l l  be no o p p o s it io n ,  bu t r a t h e r  a 
ju d ic io u s  d i s t r i b u t i o n  of ta s k s  and a  r e c ip r o c a l  c o l la b o ra t io n  
between the  a c t i v i t i e s  of the  S ta te  and those  of Cooperative 
o r g a n is a t io n s  th a t  must be a s s o c ia te d  with the  S ta te  a c t i v i t i e s . "

"The Cooperative Movement i s ,  t h e r e f o r e ,  e n t i t l e d  to  c laim  from the 
p u b l ic  a u t h o r i t i e s  the  l i b e r t y  of i t s  f u l l  development i n  the  la rg e  
f i e l d s  of economic l i f e  where Cooperation succeeds in  r e c o n c i l in g  
o rd e r ,  e f f i c i e n c y ,  and l i b e r t y ,  by a f r e e ly  accepted  d i s c i p l i n e ,  
and the  p u t t in g  In to  p r a c t i c e  o f  tne  p r in c ip le s  o f  s e l f - h e l p  and 
m u tu a l i ty ."

i ia s is  of F u tu re  R e la t io n s h ip

The b a s is  of f u tu r e  r e l a t i o n s h i p  between the Cooperative Movement and the 
Government w i l l  l a r g e ly  depend on th e  fo llo w in g  main f a c to r s :

( i )  The s t r e n g th  of th e  n a t io n a l  f e d e r a t io n s ;
( i i )  The a v a i l a b i l i t y  of coopera tive  l e a d e r s h ip ;

( i n )  The i n t e r n a l  re so u rce s  of the  Cooperative Movement)
( iv )  Competence of tne  co o p era t iv es  to  e f f e c t i v e l y  meet th e  

cha llenge  of o th e r  agenc ies  i n  the  f i e l d |

(v; The e x te n t  to  which the  Cooperative  Movement has been ab le  to  
b r in g  about an a c t i v e  p a r t i c i p a t i o n  of t h e i r  mebers i n  coopera
t i v e  a c t i v i t y  tiirougn a p rocess  of e d u c a t io n 5

(v i)  The m anageria l e f f i c i e n c y  which has been developed amongst 
the  members of th e  c o o p era t iv e  s t a f f  th rough t r a i n i n g ,  
dem o n stra t io n ,  e t c .

Recognition at the International Level



Some of the Important ^s;:ects  to be hom e in  
mind in  Considering the  P a t te rn  of Future 
R e la t io n sh ip

( i )  I t  i s  necessary  to  ensure th a t  while enacting  coopera tive  l e g i s l a t i o n  
and adm in is te r ing  i t  through the Government machinery, the Cooperative 
p r in c ip le s  a r e  n o t  v io l , . t e d .  The u l t im a te  success of Cooperatives 
depends la rg e ly  on i t s  a b i l i t y  to  p reserve  ag a in s t  a l l  odds the 
i n t e g r i t y  of cooperative  ch arac te r  and fo llow  the p r in c ip le s  ox 
Cooperation.

( i i )  While i t  may be necessary to  undertake in  the e a r l i e r  s tag es  of 
development sev e ra l  measures by Government to promote cooperative  
a c t i v i t y ,  i t  i s  a lso  necessary  s im ultaneously  to  undertake ac t io n  
aiming a t  developing fe d e ra l  agencies  which w i l l  take  over th ese  
r e s p o n s i b i l i t i e s  fo r  implementing c e r t a in  S ec tions  of the Coopera
t i v e  Act and only the bare s t a tu to r y  r e s p o n s i b i l i t i e s  of Government, 
namely, r e g i s t r a t i o n ,  aud it  of c e r t a in  typos of s o c i e t i e s ,  l i q u id a 
t io n ,  e tc .  should be re ta in e d  w ith the  R e g is t r a r .

( i i i )  'ihe Government a c t io n  in  a s s i s t i n g  the  coopera tives  should be based 
in  such a way th a t  in te r -c o o p e ra t iv e  r e l a t i o n s  a re  s treng thened . In  
o ther words, the  Cooperatives should be allowed to  grow as an i n t e 
g ra ted  s t r u c t u r e .

( iv )  P r i o r i t i e s  should be f ix e d  fo r  the  g radual t r a n s f e r  of r e s p o n s i b i l i t i e s  
to  the  f e d e ra t io n s .  beginning in  the  immediate fu tu re  can be made in  
t h i s  d i r e c t io n  by t r a n s f e r r in g  r e s p o n s i b i l i t i e s  f o r  educa tion , promotion, 
su perv is ion  of the  cooperative  s o c ie t i e s  to  the  fe d e ra t io n s .

(v) The f i n a n c i a l  a s s is ta n c e  to  oe given  to  coopera tives  should be as f a r
as p o ss ib le  in  h e a l t h y  propor tion  to  the f in an ces  r a i s e d  by the Coopera
t iv e  Movement i t s e l f .  In  o tne r words, i f  a s e c t io n  of the  Cooperative 
movement does not have a chance to  r a i s e  i t s  own re so u rces  through i t s  
normal t r a d in g ,  i t  would be a f u t i l e  e f f o r t  on the  p a r t  of the  Govern
ment to  load such cooperative  s e c t io n  w ith enormous amounts by way of 
loans , subsidy, e tc .  The organic  s t r e n g th  of the  coopera tives  should 
n o t  be impaired by Government a s s i s ta n c e .

(v i)  Government a s s is ta n c e  given in  the  form of f in an ce ,  personnel,
guidance, e t c . ,  should i n  no way give veto  power i n  the  hands of th e  
a d m in is tra to rs  which nuy rea i I t  i n  o v e r-r id in g  the  d e c is io n s  oi the  
cooperative  s o c ie t i e s ,

( v i i )  The p o l ic y  of the  Government fo r  coopera tive  development should always 
be evolved in  c o n su l ta t io n  wiin± the  oooperativo movement. In  some 
co u n tr ie s  bodies l ik e  Cooperative Councils have been e s ta b l i s h e d  to  
form ulate  coopera tive  p o licy ,  Thwse bodies c o n s is t  of r e p re s e n ta t iv e s  
of Cooperatives as w ell as the  R e g i s t r a r .  This forvua has proved to  be 
of g re a t  use in  fo rm ulating  coopera tive  p o l i c i e s ,  and

( v i i i )  The R e g is t r a r  has s e v e ra l  a d m in is t ra t iv e  and ex ecu tive  fu n c t io n s .  I t
w i l l  be wrong in  p r in c ip le  to  give him j u d i c i a l  fu n c tio n s  a l s o .  E f f o r t s  
w i l l  have to  be made; to  t  out the  j u d i c i a l  fu n c t io n s  of the  R e g is t r a r  
and e n t ru s t  them to  an independent body such as a Cooperative T r ib u n a l 
o_s has been done in  a xew cases .
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1. Promotion of Cooperatives 

1 .1 . Western Countries

Promotion invo lves  o rg a n is a t io n a l  and educa tiona l work.
In the  c o u n tr ie s  of South-East Asia, t h i s  func tion  i s  l a rg e ly  
performed by government agencies . In many western c o u n tr ie s ,  in  the 
p a s t ,  and even today, coopera tives  were sponsored by the members 
themselves or by t h e i r  secondary o rg a n is a t io n s ,  or by o th e r  s o c ia l  
w elfa re  o rg a n is a t io n s .  The members and a lso  the  sponsoring o rgan isa 
t io n s  undertook educa tiona l work among the  members to ensure the 
success of co o p era tiv es .  Cooperatives being vo lun tary  o rg a n is a t io n s ,  
i t  i s  argued, th a t  government should no t come into, the p ic tu r e  in  
the  promotion of coopera tives  and g e t  d i r e c t l y  involved in  the 
working of co o pera tives . In these  c o u n tr ie s ,  the  ro le  of government 
was la r g e ly  r e s t r i c t e d  to  enacting  a law fo r  .recognizing and providing 
le g a l  s ta tu s  e tc .  to  the  coopera tives . This i s  a t r a d i t i o n a l  method 
and i t  I s  be lieved  to -be  the  only method th a t  should be adopted in  
the development of co o p era tiv es .

1 .2 Developing Countries of South-East Asia

Because of the  high l i t e r a c y  l e v e l ,  promotion of co
op e ra t iv es  in  the western co u n tr ie s  d id  n o t  r a i s e  many problems. In 
the  c o u n tr ie s  of South-East A sia, where a la rg e  m a jo r i ty  o f  the 
people were i l l i t e r a t e ,  a number of d i f f i c u l t i e s  were encountered 
in  th e  promotion of co o p era tiv es .  Though Cooperation -in tho sense 
o f  j o i n t  working of two or more persons i s  as old as human s o c ie ty ,  
in  i t s  modern te c h n ic a l  sense of a conscious a c t i v i t y  and as a' 
philosophy o f l i f e ,  the concept was modern to  the  bulk o f  the  
popu la tion  in  the  r e g i o n . ' There was, th e r e f o r e ,  a need to  educate 
and t r a i n - t h e  persons in  the  form ation and the working o f co
o p e ra t iv e s .  Members, and e s p e c ia l ly  committee members, had to  be 
taugh t the  meaning o f Cooperation, i t s  p r in c ip le s  and p r a c t i c e s ,  
and methods o f  conducting coopera tive  bus iness .  In the  v i l l a g e
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p a r t i c u l a r l y ,  i t  was d i f f i c u l t  to  f ind  q u a l i f i e d  s e c r e t a r i e s  and 
accoun tan ts .  A ll t h i s  work, th e re fo re ,  involved- considerab le  ground 
work in  educating the members and a lso  in  t r a in in g  the o f f i c e  b e a re rs  
in  the  working o f co o p era t iv es .

1 .3  Role of Government in  the  ~^ast

The c o u n tr ie s  "of South-E ast-A sia  a re  mainly a g r i c u l t u r a l  and a 
la rg e  m a jo r i ty  o f  the  p o p u la t io n  l iv e  on a g r i c u l tu r e .  During the  
l a t e r  p a r t  o f  the  n in e te e n th  cen tu ry , the  co n d it io n s  of the  a g r i c u l 
t u r a l  community d e te r io ra ted -  to  a g re a t  e x te n t .  In t h e i r  a t tem p ts  to  
find  a s o lu t io n  to the  problems o f  a g r i c u l t u r i s t s ,  the  governments of 
these  c o u n tr ie s  thought t h a t  o rg a n is a t io n  of co o p era t iv es  among the 
a g r i c u l t u r i s t s ,  as was being done in  th e  western  c o u n tr ie s  with g re a t  
advantage, would help to  solve the  problems o f peasan t communities 
and c o n t r ib u te  to  t h e i r  s o c ia l  and economic u p l i f t .  . Cooperative 
movement in  -these c o u n tr ie s ,  t h e r e f o r e , was f i r s t  i n i t i a t e d  in  the  
a g r i c u l t u r a l  s e c to r .  In  f a c t ,  in  many -c o u n tr ie s ,  se r io u s  a ttem p ts  
in  th e  o rg a n is a t io n  o f  c o o p era t iv e s  were launched p a r t i c u l a r l y  a f t e r  
the 1929 d ep ress ion . In the  o rg a n is a t io n  of s o c i e t i e s  among the  peasan t 
communities many problems had to  be faced . M ajo r ity  o f  the  a g r i 
c u l t u r a l  p o p u la t io n  was i l l i t e r a t e  and t h e i r  in d u s t ry ,  bo th  p roduction  
and .marketing, was l a r g e ly  c o n t ro l le d  by a h o s t  of in te rm e d ia r ie s .
There was, th e re fo re ,  a g r e a t  need to educate  the  p o pu la tion  and in  
g e n e ra t in g  consc iousness  among them about t h e i r  low s o c ia l  and economic 
co n d itio n  and the  improvement t h a t  they -could b r in g  about through 
j o i n t  and o rgan ised  e f f o r t .  In  t h i s  e f f o r t ,  i t  was not p o s s ib le  to  
expect any i n i t i a t i v e  on the  p a r t  o f  the  a g r i c u l t u r i s t s .  Again, due 
to v a r io u s  re a so n s ,  s o c i a l  an d /o r  p o l i t i c a l ,  le a d e r s  and o th e r  
o r g a n is a t io n s ,  did n o t  evince adequate i n t e r e s t  in  the  educa tion  and 
o rg a n is a t io n  o f the' p e a sa n ts  fo r  t h e i r  economic and s o c ia l  b e tte rm en t.
No doubt some e f f o r t s  were made by a few  in d iv id u a ls  and o rg an isa t io n s .  
But, by and l a r g e ,  they  were' sca rce  and sp o rad ic .  I t  became, t h e r e 
fo re ,  n ece s sa ry  f o r  th e  governments to  shou lder t h i s  r e s p o n s i b i l i t y  of 
i n i t i a l  education of members and o rg a n is a t io n  o f  s o c i e t i e s .  For the 
purpose o f u n d e r tak in g  t h i s  work, in  a lm ost a l l  c o u n tr ie s ,  sep a ra te  
departm ents were e s ta b l i s h e d  under the charge o f  a re g is t ra r /c o m m is s io n e r .  
Governments a l s o  encouraged the  s o c i e t i e s  through the p ro v is io n  of 
f i n a n c i a l  and o th e r  t e c h n ic a l  a s s i s ta n c e .

1 . 4. R eg istrar/C om m issioner and Cooperative Departments

In  th e se  c o u n t r ie s ,  th e r e f o r e ,  the  p a r t  played by the 
governments was much more a c t iv e  as compared to  western c o u n tr ie s  
and c o n s t i tu t e d  the  main sp rin g  of c o o p era t iv e  development. In  
In d ia ,  f o r  example, when Cooperation was f i r s t  introduced, r e g i s t r a r s  
o f  c o o p e ra t iv e  s o c i e t i e s  were appointed  in  the  p rov inces  (now s t a t e s ) ,  
whose d u t ie s  were expected to  correspond to  those  o f  s im i la r  
o f f i c i a l s  in  .Europe and to  r e l a t e  m ainly .to r e g i s t r a t i o n  and 
d i s s o lu t io n  o f  s o c i e t i e s .  In  p ra c t ic e , ,  i t  was found t h a t ,  both in  
In d ia  and in  o th e r  c o u n t r ie s ,  the  departm ents were busy in  educating  
the farmers ' and the craftsm en  to the  p o s s i b i l i t i e s  of th e  coopera tive  
method and l a t e r  a c t i v e ly  promoting tho fo rm ation  o f  c o o p era t iv e s  and 
p ro v id in g  a l l  a s s i s ta n c e .
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Tho working of the d-jpartn^nts involved not raer ly  a u d i t in g  but 
f requen t in sp ec t io n ,  a t t ;n d an ce  a t  cooperative  meetings and continuous 
help with book-keeping and c l e r i c a l  work. In carry ing  out a l l  t h i s  
work, the cooperative  departments in  th es .  coun tr ie s  have g radua lly  
b u i l t  up considerab le  s t a f f  of reg io n a l  o f f i c e r s ,  a u d i to r s ,  superv iso rs  
and in s p e c to r s .  Many o f thorn, are  s ta t io n ed  in  the  country far. from 
the c a p i t a l  c i t y  or the p r in c ip a l  o f f ic e s  of the  d e p a r t : : ,  n t .  E ffo rts  
were a lso  made fo r  c re a t in g  f a c i l i t i e s  fo r  the t r a in in g  of personnel 
o f  the  department in  o rgan is ing  coopera tives  and in  superv is ing  
t h e i r  fu n c tio n s .

Government sponsoring of cooperative's had a lso  i t s  drawbacks. 
Since in  many cases, the  cooperatives  were not the  outcome of the  f e l t  
need o f  the people, a number o f  coopera tives  founded by the a d m in is tra 
t io n  did no t have the popular support and wore no t s trong . Often the 
b e n e f i c i a r i e s  considered these  coopera tives  as government bodies 
or w elfare  agencies intended to  provide f in a n c ia l  and o th e r  a s s is ta n c e  
to  members. As a r e s u l t ,  in  many cases tho cooperatives  weru merely 
paper coopera tives . Being la rg e ly  i n i t i a t e d  by government, the 
departments concerned wore a lso  given many powers to  c o n tro l  the 
movement. In the process of working o f the  co o pera tives , members, 
no t being given adequate t r a in in g  in " th e  d i s c ip l in e s  of coopera tive  
p r in c ip le s  and p r a c t i c e s ,  committed a number of m istakes. The 
governments, th e re fo re ,  went f u r th e r  to  arm the departments with more 
powers fo r  e f f e c t iv e ly  c o n tro l l in g  the  s o c i e t i e s .  In g e n e ra l ,  however, 
i t  may be observed t h a t  during th is  p e r io d , governments did no t adopt 
a system atic  and c o n s tru c t iv e  approach .in  the encouragement and 
development of coopera tives .

1.5 Role o f  Government Today

A fte r  the achievement of p o l i t i c a l  independence, these  
c o u n tr ie s  have launched upon development p lans . In these  p lans , 
emphasis i s  l a id  on the  o rg an isa t io n  o f  cooperatives in  d i f f e r e n t  
f i e l d s  of economic a c t i v i t y .  The governments in  these  c o u n tr ie s ,  
th e re fo r^ ,  have s t a r t e d  sponsoring coopera tives  as a m a tte r  of d e l i 
b e ra te  p o l ic y .  In the  f i e l d  of a g r ic u l tu r e  p a r t i c u l a r l y ,  farmers have 
been persuaded and in  some cases even compelled i n d i r e c t ly  to  organ ise  
themselves in to  coopera tives  so th a t  they could derive  the  b e n e f i t  
from organised ac t io n  and a lso  of government f in a n c ia l  and o the r  
a s s i s ta n c e  which i s  being la rg e ly  routed through coopera tives . Because 
o f  the  moral and f in a n c ia l  support, coo p era tiv es  have succeeded f a i r l y  
w ell in  c e r ta in  f i e l d s  in  a few c o u n tr ie s .  I t  i s  hoped th a t  though 
in  the  i n i t i a l  s tag e s ,  these  coopera tives  r e ly  on ou ts ide  agencies  
fo r  ed u ca tio n a l  purpose or f in a n c ia l  a s s i s ta n c e ,  in  the  course of 
time, they w i l l  become completely autonomous and indepdeat. The 
experience so far gained suggests  t h a t  g iv e n ■the necessary  p o s it iv e  
approach, i t  i s  p o s s ib le  fo r  the  government a d m in is t ra t iv e  departments 
to  promote sound and v ia b le  coopera tive  o rg a n isa t io n s .  Sim ultaneously , 
a ttem pts  are  a lso  being made In  these  c o u n tr ie s  to pass  on as much as 
p o s s ib le  the  prom otional work of coopera tives  to  n o n - o f f i c i a l  o rgan isa 
t io n s .  In Japan, f o r  example, the  N a tio n a l Union o f A g r ic u l tu ra l  Co
o p e ra t iv e  A ssoc ia tions  and’ the  Regional Unions look a f te r ,  the 
prom otional work. In Ind ia  a l s o ,  p rom otional, ed u ca tio n a l  and
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propaganda work i s  being gradually transferred to the cooperative  
organ isation s. By and la rg e , i t  may be observed, th at, in  a l l  th^se 
cou n tries, cooperatives or other voluntary organisations have been 
rather slow in  assuming th is  function .

1 ,6  Reasons for  Slow Transfer o f Powers to Voluntary Bodies

One o f the important reasons for  th e slow transfer o f  these  
functions to  the voluntary bodies i s  that few o f  such bodies hav.  ̂
adequate funds for the purpose. This problem i s  to some extent being 
overcome by providing fin a n c ia l a ss is ta n ce  to such bodies and a lso  by- 
ra is in g  th e ir  funds from the e x is t in g  coop eratives. B esides, the abl 
men who could provide leadersh ip  to the cooperatives are a lso  very 
From certa in  p o in ts o f view , as ind icated  e a r lie r , i t  would be more 
correct to say th at cooperatives or other voluntary organisations  
have been rather slow in  assuming th is  r e sp o n s ib ility .

Another reason i s  th a t the development plans for  the co
operatives are being la r g e ly  drawn up by the governments. In the 
execution of the plan p r o jec ts  and in  achieving the plan ta r g e ts , 
governments mainly r e ly  on the departmental machinery. This i s  
because o f the d i f f i c u l t i e s  involved in  coordinating the a c t iv i t i e s  of 
tha department with those o f the voluntary or cooperative organ isa tion s. 
This 'has a lso  p a rtly  contributed to the slow tran sfer  of the promotional 
function to the voluntary organ isa tion s. .

1 .7  Summing-Up

In conclusion i t  may be observed th at there would be nothing  
in h eren tly  wrong i f  the s ta te  takes up the work o f sponsorship in  
order to  a s s i s t  the coming up of a sound cooperative movement. That 
the sta t.j did not do so' in  the past nor does i t  even today, as in  some 
o f the western co u n tr ies , cannot bo an argument for not doing the 
same now in  the countries o f th is  region . . Because o f the absence of 
a v e i l  thought out con stru ctive  p o licy  and fin a n c ia l and other needed 
support, a few cooperatives might have fa i le d . With a con stru ctive  
approach, the s ta te  should be able to  take up the work of sponsorship  
in  the in t e r e s t  o f  tho community t i l l  cooperatives or other voluntary  
organ isations are in  a p o s it io n  to  ta k e  upon them selves th is  
r e s p o n s ib ility . Sim ultaneously, e f fo r ts  a lso  should be made to 
encourage voluntary organ isation s to  assume the r e s p o n s ib il ity  of 
promotional work so th a t, in  course o f tim e, th ese organisations  
w ill  be in  a p o s it io n  to  shoulder th is  r e s p o n s ib ility  and discharge  
i t  e f f e c t iv e ly  and e f f ic ie n t ly .

^• Supervision o f Cooperative S o c ie t ie s

In cou n tries whorj a large m ajority of the people are 
i l l i t e r a t e ,  ex tern a l guidance, con tro l and check over the cooperatives  
and educating the members, o f f ic e  bearers and employees o f  the 
s o c ie t ie s  in  the theory and p ra c tice  o f Cooperation for securing the 
e f f i c i e n t  and smooth working o f the coop era tives, need hardly be 
emphasised. External guidance, control and check over cooperatives  
i s  undertaken by the sp e c ia l machinery provided for  supervision .
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Supervision covers f in a n c ia l, adroinistrativ.. and pro:n.>ti mal .md 
educational -aspects. I t  has th„ important aim of p r in t in g  and n.^t 
merely t .sting, tho e ff ic ie n c y  of a so c ie ty . Sup ^rvisi „>n d if fe r s  fr :?ra 
audit in  tho senso that i t  does n it  aim merely a t t( stin g  th- 
efficiency of a so c ie ty  but at helping it to bo e f f ic ie n t .  It s.. .ks 
to ensuro that tho d efec ts  noted at tho audit hav.j h ...n r e c t if ie d  
and that tho operations of tho s>ciety  ur>. undertaken on ausin. :ss— 
like and on genuinely cooperative l i n . s .  I t  a lso  comprehends the task 
of instructing tho members and o ff ic e  bearers in  cooperative p r in c ip les  
and the propagation of the movement by the organisation of new 
s o c ie t ie s .  In this sense, supervision should a lso  bo distin gu ish ed  from 
that of o f f ic e  inspection  o f cooperative orguni sati-'ns u su a lly  under
taken by the s t a f f  o f cooperative department as a part o f th e ir  normal 
adm inistrative duties. iSffcctivo supervision , th erefore, is an 
e s s e n t ia l  ingredient in  building up a strong cooperative movement.

2 .1  Supervision and A gricu ltural Credit S o c ie tie s

Tha functions o f a supervisor might to some extent d if fe r  
according to the typo o f the so c ie ty  supervised. For example, in  
resp ect o f an a g r icu ltu ra l cred it so c io ty , fin a n c ia l supervision would 
include a ssista n ce  in  the preparation o f loan statem ents, maintenance 
o f loan ledgers and other r eg is te r s  of societies and rectification 
of d efec ts  in  i t s  management pointed ou by the auditors. I t  further  
embraces certa in  functions which are o f p articu lar  interest to 
cooperative financing banks. These include, among oth ers, ensuring 
that the loans drawn are within the maximum credit, l im its  o f the 
s o c ie t ie s  and that they are properly divided as between short-term  
ana medium-term loans according to tho purpose for which the loans 
are borrowed and that the socio ty  has repaid i t s  dues to the bank.
I t  would a lso  be necessary to supervise, in  a general way, th at the 
loans are u t i l i s e d  fo r  tho purpose for which they are given; th at tho 
overdues do not accumulate and extensions are given with tho approval 
of the central financing agency. Many of th -so are the du ties of the 
secretary  of the so c ie ty , but i t  i s  the r e sp o n s ib ility  of the 
supervisor to ensure that these du ties are properly carried out.

Rendering a ssista n ce  to tho s o c ie t ie s  in  i t s  adm inistration  
so as to ensure th at the a f fa ir s  o f the so c ie ty  are conducted in  
s t r ic t  conformity with cooperative p r in c ip les  and in  accordance with  
the bye-laws of the so c ie ty  f a l l s  w ithin tho scope of adm inistrative  
functions of the supervisor. The supervisor has to see that the 
o f f ic e  bearers work in a s p ir i t  o f harmony and ju s t ic e  without taking  
undue advantage o f th e ir  p o sitio n . In short, the scope of function  
of supervision not only includes in sp ection  and audit of s o c ie t ie s  
but goes beyond th at and covers education o f o f f ic e  bearers and 
ordinary members o f the so c ie ty  and providing constant guidance in  the 
administration of the so c ie ty  both in resp ect o f  cooperative and 
business asp ects.

contd
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Broadly, the fu n ction s o f the supervisor include :

2.31 to see th at tne resources o f the so c ie ty  are properly u t i l i s e d ,

2.32  to check the accounts o f the so c ie ty  and to see th at they are
properly m aintained,

2 .33  to ensure that the so c ie ty  operates in  a b u sin ess -lik e  manner
and maintains i t s  cooperative character, and

2.34  to  remedy the weaknesses and d e fec ts  in d ica ted  in  the audit
report.

In performing h is  fu n ctio n s, the supervisor would g e t the 
necessary guidance from the la t e s t  audit report of the so c ie ty . I t  
would be the duty of the supervisor te in tervene and provide prompt 
a ssis ta n ce  so as to  ensure th at in ten tio n a l or u n in ten tion a l m istakes 
are not committed.

The supervisor should a lso  be h e lp fu l in  the organisation  of  
new s o c ie t ie s .  Since he i s  in  the in tim ate knowledge o f the area and 
the p eop le , he would d e f in it e ly  be in  a p o s it io n  to  look out for  
opp ortu n ities o f f r u i t f u l  cooperative a c t iv i t y  in  d if fe r e n t  f ie ld s .
Ke might a lso  be h e lp fu l in  the reorgan isation  or r e v ita l is a t io n  of 
s o c ie t ie s  and in  providing advice to the lo c a l people in  the formation  
of cooperatives and in securing a ss is ta n c e , i f  a t a l l  there i s  any, 
which could come from the government and other sources.

2 . 4. Sup erv i s i  on Ma chin ery

In In d ia , as a lso  In many o f the countries o f the reg ion , 
there i s  however- no uniform ity in  the agency engaged in  supervision  
work. Supervision work i s  undertaken by d if fe r e n t  agencies; by 
fed era l coop era tives, by cooperative unions, and by government. In_ 
fa c t , in  many co u n tr ies , i t  i s  usual to fin d  a l l  these agencies  
engaged in  supervision  work in  varying degrees.

2•5 S u pervision  by Departmental Personnel

Supervision work undertaken by tho departmental s t a f f  has a 
number o f drawbacks. This i s  p a r tic u la r ly  so in  these countries  
where the. p lans for  cooperative development are formulated by the 
government and the execution  of the plans a lso  la r g e ly  r e s t s  with 
the government. With referen ce to India i t  has been said th at where 
supervisors are departmental o f f ic e r s  and are contro lled  by the . 
departments, the departments have la r g e ly  u t i l i s e d  the ser v ic e s  o f  
the su p ervisors in  the organ isa tion , r e g is tr a t io n  or amalgamation of 
the s o c ie t ie s  so as to achieve the plannJd ta rg e t of organising  
s o c ie t ie s  in  the plan period . I t  i s  a lso  complained that in  many 
ca ses , the supervisors are mainly engaged in  other routine work of

2 .3  Functions of the. S uperv iso r
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the department such as c . : l l . c t i  >n o f s t a t i s t i c s  require! by/th c o 

operative department. Uni ..r such circunstanc-.s, the sUi.-vrvisr.Tv' ar. 
not l ik e ly  to perform th . -Jutie-s ->xp.jctvj.J of them in an f f ic i . .n t  on I 
affective- manner. In fa c t , the a u th o r ities  a lso  ju.Jg the p e r f 'rm.one ■ 
of tha supervisory s t a f f  by th _ir success :chi :Ved in th.- ;rgonisa- 
tio n a l work and in  carrying ,>n other routin ■ .L.parta^ntal w-rk. Their 
contribution in -imparting cooperative educati m  and in  generating  
cooperative consciousness among the, ordinary members and ..'ffiCe 
bearers of the cooperatives, which, in  fa c t , i s  Very important, i s  net 
given the importance i t  deserves. I t  i s  said that evai wher„ the 
functions o f the supervisor are c lea r ly  and p rec ise ly  in d ic a te ] , he i~  
l ik e ly  t.o got involved in the routine departmental work and n eg lect h is  
main r e sp o n s ib ility . Supervision by government o f f i c ia l s ,  th erefore, 
i s  not l ik e ly  to meet the demands of the s itu a tio n . Though i t  has- 
been claimed that cooperative unions or federations are w ell suited  
to undertake the work of supervision, in very few countries and that 
too in certain  sectors of the movement, th ■ unions'or federations have 
undertaken th is  work. :Uith the exception of Japan, i t  i s  r ea lly  
doubtful the extent to which th is  function i s  being discharged by 
the unions or federations e f fe c t iv e ly .

2 ,6  Nature o f Su itable Supervision Agency

The nature o f the agency that she/aid undertake the work of 
supervision of cooperatives has been a con troversia l issuo sin ce long,
In India , the nature of the supervision machinery has b ;en examined 
by a number of Committees of Enquiry appointed by the cen tra l and 
the s ta te  governments. A ll these committees were unanimous in 
suggesting that the supervision work o f tho s o c ie t ie s  should be 
undertaken by the resp ective  cooperative federations in  d if fe re n t  
sectors of cooperative movement. For example, the working of 
primary credit s o c ie t ie s  should bo supervised by the cen tra l cooperative 
bank, and that of industrial cooperatives should be - supervised by 
the fed era l agency of the industrial cooperatives at the d is t r ic t  
le v e ls .  In 1954, the A ll India Rural Credit Survey Committee 
recommended that the cen tral financing agencies are the appropriate 
agencies for the work o f supervision . This suggestion was upheld 
by a number of committees appointed by the government ir. the subse
quent years. I t  i s  said that in the development of the cooperative  
movement and in providing fin a n c ia l and other a ssista n ce  to the 
members e ith er  in  the field of agricu ltu re  or small industries, the 
cen tra l fed era l agencies a r e  expected to play a cru cia l r o l e  and i t  
would therefore be d i f f ic u l t  for theso federal agencies to e f fe c t iv e ly  
adm inister the cooperative system in the absence of control over 
supervision machinery and its c lo se  a sso c ia tio n  with i t .  It i s  a lso  
natural for the primary cooperatives to  seek guidance, advice and 
instructions in all matters a ffec tin g  their business from th,: fed era l 
agencies which would support thorn with funds required for th e ir  
bu siness.

The assumption tfy the fed era l s o c ie t ie s  of the r e sp o n s ib ility  
for supervision work over their a f f i l ia t e d  con stitu en ts will also  
contribute to the build ing up of s e lf -r e lia n c e  in the -cooperative

7
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movement. The arguments in  support o f  t h i s  a re

this w ill  provide a sense of belonging to each other so that 
the primary, the central and the apex le v e l  s o c ie t ie s ,  feel 
part o f one in tegrated  structu re,

each higher body through the medium of supervision  can take 
promotional in t e r e s t  in propagating the movement as w.>11 as 
p ro tec tiv e  in te r e s t  in looking a fter  the constituent societies 
in  d is tr e s s ,  and

th is  would pave the way for the eventual transfer of s~me of 
the sta tu tory  functions of the r eg is tr a r  of cooperative  
s o c ie t ie s ,  which the fed era l s o c ie t ie s  are b est f i t t e d  to 
discharge.

In Ind ia , in  many 's ta te s , the r e s p o n s ib ility  for  supervision  
has been transferred  to  the cen tra l fin a n c in g 'a g en c ie s , and in  other 
s ta te s ,  attem pts are being made to tran sfer  the work o f supervision  to 
fed era l agencies as ea r ly  as p o ss ib le . It might bo ind icated  th at 
even in  the e a r lie r  group o f states, promotion and supervision 
work i s  to some extent s t i l l  being handled by the departments. This 
i s  duo to tho fa c t  th a t cooperative' fed era tion s are not uniformly 
strong in all the regions and they lack adequate resources for the 
appointment of qualified supervisory personnel. In overcoming this 

'd i f f ic u lt y ,  in  the i n i t i a l  s ta g e s , the governments might consider  
the p o s s ib i l i t y  of providing adequate f in a n c ia l a ss is ta n ce  to the co
operative. fed era tion s so that they could shoulder the r e s p o n s ib ility  
of supervision  work.

2 .7  O rganisation of Cooperative Federations

I f  it is agreed th at the cooperative fed eration s are the 
appropriate agencies fo r  undertaking supervision  work, as a 
coro lla ry  t^ t h is ,  it i s  also necessary to emphasise the formation of 
cen tra l and apex s o c ie t ie s  in  those cooperative sectors where tney  
do not e x is t  a t p resen t. Sim ultaneously, e f fo r t s  a ls °  should be made 
for the bu ild in g  up of cadres of qualified an .1 trained personnel at 
apex and cen tra l le v e ls  so th at the task of supervision  i s ■ jischargcd  
in an e f f e c t iv e  and e f f i c i e n t  way.

3. S ta tu tory  .Functions of the Registrar/C oeauissioner o f Cooperative 
S o c ie t ie s

Tho s ta tu to ry  fu nctions of the registrar/commissioner of co
operative s o c ie t ie s  include : r e g is tr a t io n , a u d it, inquiry and 
in sp ectio n , a rb itra tio n  and d isso lu tio n  of t h e  cooperative societies. 
All these fu n ction s are important. However, only two asp ects namely, 
registration and audit of cooperative s o c ie t ie s ,  are d e a l t  with here.

3 .1  R eg istra tio n

The main value o f r e g is tr a tio n  i s  the a cq u is itio n  by a co
op era tive  society of a legal p erso n a lity  with certa in  attendant 
advantages. Through r e g is tr a t io n , the so c ie ty  acquires the r ig h t o f
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representation by o f f ic ia l s  ani the r ig h t to s u a n 3 to recover debts. 
This also  carries an ob ligation  ;n th ;• rart -.f tn,-. so c ie ty  to keo, 
proper b-'oks of accounts ani th i r  ,.res',n tati jn annually t ■■■ the; 
Government a u th o r itie s .

The: function ' f  reg istra tio n  i s  gen..rally recognis j te fc1; 
the r e sp o n s ib ility  o f the s ta te , an j th M n is tr a tiv ^  ■ uthority  
concerno] i s  created by the law for the t.ur,> >s.. . This »w,r i s  founi 
vested in  tho registrar/com m issioner o f co e -.r -tiv ,. sec i t ie s .

3.2 Audit

Audit aims at checking tho accounts and' books of a' business  
in such a manner that the report submitted thereon reflects its 
correct condition and progress. Audit involv  is a system atic examina
tion of the fin a n c ia l transactions of a busin ss as recorded in i t s  
books which w ill enable the auditor to s a t is fy  him self whether or 
not the balance sheet has been drawn up properly so as to ex h ib it  
a true and correct view- of the s ta te  of a f fa ir s  o f an en terp rise . I t  
includes a s k i l fu l  and d ilig e n t scrutiny of the genuineness o f the 
transactions recorded in the books of accounts. The main object of 
tho audit of a- cooperative so c ie ty  is to .ensure that it has carried 
out the requirements of law governing the working of cooperative  
s o c ie t ie s  as a lso  that i t  functions on sound lin e s  in  accordance 
with cooperative p r in c ip les  and p ra ctices . A well-designed system 
of regular and efficient audit i s  as necessary as continuous and 
e f fe c t iv e  supervision for the sound growth of the cooperative movement.

3 .3  Audit Agency

In a l l  the countries in the region , audit of cooperative  
s o c ie t ie s  once a year i s  tho statu tory  function of the registrar/ 
commissioner of cooperative s o c ie t ie s .  In one state in India, namely 
Uttar Pradesh, audit o f cooperative, s o c ie t ie s  i s  the r e sp o n s ib ility  
of the c h ie f  audit o f f ic e r  working under the.; control o f the finance 
department. In India, as w ell as in  some other countries o f th is  
region, the p ractice  o f entrusting audit o f cooperatives p a rticu la r ly  
of large s o c ie t ie s ,  to c e r t if ie d  auditors i s 'a l s o  prevalent. Thos ; 
auditors are generally  e lected  by the registrar/com nission cr ani 
put on a panel. In one cr two s ta te s  in  India, for example, co
operative s o c ie t ie s  are audited by retired departmental o f f ic e r s .

con td„ . . . . 1 0
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The agency th at should be respon sib le  for ' conducting, the 
au d it o f cooperatives has a lso  been a c o n tr o v e r s ia l■issue- sin ce long. 
The controversy has two asp ects . The f ir s t ,  r e la te s  to the question  
whether aud it should be the r e s p o n s ib ility  o f the government and i f  
so , whether th is  r e s p o n s ib ility  sh o u ld 'lie  with the r e g is tr a r /  
commissioner o f cooperative s o c ie t ie s .  Some co-operators argue that 
cooperatives.should  have th e ir  own arrangements for  providing audit 
serv ices  to  them, as i s  being done in  some o f the western countries  
where aud it i s  in  the hands o f fed era l cooperative in s t i t u t io n s .  In 
Germany for  example, towards the end o f la s t  century, coooeratives  
s e t  up th e ir  own aud it unions. I t  i s  n eed less  to  add here th at the 
governments in  such countries reserve th e ir  r ig h t to have a t e s t  audit 
and to take other ncccssary measures for the proper working o f the 
s o c ie t ie s  in  the in te r e s t  o f  the community a t large.

The controversy whether the r e sp o n s ib ility  for the audit of 
cooperatives should l i e  with the registrar/com m issioner has assumed 
p a rticu la r  s ig n ifica n ce  in  th ese countries but p a r ticu la r ly  in  
India because o f the ro le  played by the government in the promotion 
and supervision  of cooperatives and a lso  in  encouraging the develop
ment of cooperatives through provision  o f large  amount o f f in a n c ia l  
a ss is ta n ce . In certa in  sec to rs  o f the cooperative movement, the 
cooperative departments in  th ese countries are deeply involved in  the 
Management o f the s o c ie t ie s .  For example, in  India , in  some s o c ie t ie s ,  
the r e g is tr a r  jr h is  nominee occupies an important p lace as presid en t  
or v ic e -p r e s id e n t e tc . o f  the so c ie ty . In view o f the deep in v o lv e 
ment o f the cooperative departments in  the promotion and development 
of coop era tives, i t  i s  argued th a t the aud it o f the s o c ie t ie s  by the 
r eg is tr a r  may not be im p artia l and o b jectiv e  and help to providing  
a true p ic tu re  o f the cooperative movement. I t  i s ,  th erefore , 
said th at au d it work should be undertaken by a department independent 
of tho r e g is tr a r .

In In d ia , for  example, the A ll India Rural Credit Survey 
Committee (1954-) observed th at though audit should continue to  be in  
the hands o f  the government, tho c h ie f  auditor o f the cooperative  
department should be resp on sib le  to the development commissioner and 
not to  the- r e g is tr a r . The Committee on Cooperative Law (1956) observed 
that the r e g is tr a r  o f  cooperative s o c ie t ie s  i s  resp on sib le  for the: 
proper conduct o f cooperatives and th at he cannot f u l f i l l  h is  
r e s p o n s ib i l i t ie s  u n less  he keeps in  c lo se  touch with the working of 
the s o c ie t ie s  by keeping th e ir  accounts audited' under h is  d irec tio n  
and con tro l. I t  i s  argued th a t o b je c t iv ity  and independence o f audit 
are not impaired by making the r e g is tr a r  resp on sib le  for  th is  fu nction . 
Independence and o b je c t iv ity  can be achieved by having w ithin the 
cooperative movement a separate wing e x c lu s iv e ly  for  the purpose o f  
aud it under the c h ie f  auditor who would be d ir e c t ly  resp on sib le  to the 
r e g is tr a r . Separation of aud it and ad m in istra tive  s t a f f  would 
contribu te to  securing in-le^ endence o f aud it work. This system w il l  
als^  have- other advantages. For example, when audit work i s  under
taken by the cooperative department, through interchange o f s t a f f  
between au d it and ad m in istrative  s e c t io n s , i t  i s  p o ss ib le  tc  have

3.4- S u i ta b le  Agency f o r  Audit

co n td . . . .  11
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audit s t a f f  with tha r igh t backgr ûn d of irainistr :tiv^ •. x...:ri..nc-.
This i s  necessary because cooperative audit inv-'lvos ju s t  n 't fa u lt 
finding ttit it i s  expected t"> provide, in th- process, .; lucatien  
towards avoidance; of such faults in. future. This can be achieve ] i f
audit s t a f f  have a lso  the background of administrative' experience.
I t  i s  not, however, in t.-n le i to in d icate  h .r . that there shoul ] be. 
constant inter-change of s t a f f  between the two wings. On the contrary, 
in  the day-to-day work there should be a s t r ic t  d iv ision  of work 
between the audit and adm inistrative s t a f f  aril the inter-change of 
s t a f f  between the two wings should be e ffected  as and when necessary  
from the point o f view of providing the nu.lit s t a f f  the necessary  
experience in  adm inistrative work. The argument that audit by the 
reg istra r  cannot bo ob jective  a lso  lo se s  much o f i t s  v a l id ity  in  
view of the generally  agreed plans for tha transfer o f  the work o f  
promotion and supervision to cooperative unions and fed eration s.
When th is  i s  largely  achieved, the department o f cooperatives cannot 
be considered as having stake in  the working o f the cooperatives in  
the sense in  which i t  i s  considered a t present.

On the other hand, i t  has been argued that a t present, the 
work o f promotion and supervision has not b.on e n tire ly  taken over by 
the cooperative organisations them selves, and the cooperative  
departments s t i l l  play an important ro le  in  th is  f ie ld .  B esides, 
even now, th is  i s  p a rticu la r ly  so in  In lia , in many s o c ie t ie s ,  the 
reg istra r  or h is nominees are occupying an important place in  the 
s o c ie t ie s .  Under these circum stances, i t  i s  d if f ic u lt  to say the 
extent to which audit can bo objective an] im partial i f  the audit work 
i s  undertaken by the reg is tra r  h im self. For the purpose o f securing  
an independent scrutiny of* the f in a n c ia l a c t iv i t i e s  of the department 
and a lso  of the cooperatives and a lso  in  a ssess in g  the general trend 
o f the working o f the movement, there i s  a n-.ed for separating the  
function o f audit from the reg istra r . The independent audit w il l  
have the fo llow ing advantages :

3.4.1 i t  w il l  in sp ire  greater confidence in i t s  fin d in gs,

3.42 i t  w il l  f a c i l i t a t e  taking of an ob jective  view regarding the 
trend of the movement,

3.43  the reg istra r  w il l  be free from audit function and w il l  have 
greater time to attend to the promotional and regulatory  
functions, and

3.44 th is  w ill  a lso  eventually  pave the way for taking over of 
audit by the cooperative s o c ie t ie s  themselves by organising  
separate audit u n its  or by assign ing  t o  the s t a t e  cooperative  
unions or the nation a l cooperative unions. Sim ultaneously, 
e ffo r ts  w il l  have to be made for  organising separate audit 
unions or encouragement might be given in the form of 
f in a n c ia l a ss is ta n ce  and other f a c i l i t i e s  to tha e x is t in g  
cooperative unions so th a t they could gradually take
over the r e sp o n s ib ility  o f aud it work o f cooperatives.

11
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I t  i s  not, however, suggested here th at th is  should in  
any way mean th at the government should cease to u ltim a te ly  own 
i t s  r e sp o n s ib ility  for  carrying on the t e s t  audit o f the s o c ie t ie s  
wherever necessary in  the in te r e s t  o f the movement, and the community 
a t  large.
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