BXPERPS' CONTIRANCE QN (<

"IHI ROLS OF GOVIRMMANT IN COOPSRALCIVE DEVELOPMINT !
3ANGKOK (THATL 41D) . ”

~

JANUARY 17-27, 1966,

L 507

. Programme

Inauzural Address by H.E. Mr. Pote 3arasin, Minister
of Nabional Development, Thalland.

. Statement by Mr, Thanu 3atraphai, Depuby Under-3ecrctary

of 3Stabe, Ministry of Ngtional Development, Thailangd.

BACKGROUND PAPERS

4'

5.

1C.

11.

12,

The Present Role of Government in Cooperative Develop-
ment in Geylon - Mr., P.E, Weeraman

MMe Role of Government in Cooperative DJevelopment (India)-

Mr. 3, Chakravarti.

_ Relations betwesn Cooperative Movement and Government

in Jgpan - Prof. K. Fujisawa

Phe Role of Government in Development of Cooperatives
(Korea) - Mr. Hyo Chul Ahn

4 Glimpse of the Cooperative Movement in Nepal -
¥r. B3,D., Pekurel

Relsticnship of the Malaysisn Cooparabive Movement with
the Government - Mr, 3.D, Lirgam

Cooperative Programmes in Pakistan and Role of Govern-
ment in Gooperative Develcpment - Mr. M.Z. Hussain

The Cooperabive Movement in uhe Philippines - Mr. I.T,
Lopez

The Role of Government in Cooperative Development in
Singapore - Mr. Mak Kam Herg

I'he Role of Government in Cooperative Development in
Thailand - Mr., Chamnien Saranaga

: ‘\\ ’ J{/@-é? :

11

33

45

51

55

61

71

81

93






IL,\
il

|

J

i

f‘

Rl

Lo

§

RO

JORKING PAPERS

14,
1s.
16.

17.
18.

19.
R0.

21.

24,

Government and the Cooperative Movemsnt - An Analysis
of the Background vactors - Mr, P.E. Weeraman

Some other forms of assistance to Gooperatives:
Managerial Consultative 3ervices, etc. - Mr M.L.Batra

Patterns of Government Assistance and their Implica-
tions ~ Prof. K. Fujisawa

Cooperztives and laxation - Dr. Ngm Kyu Chung
Taxation on Cgoperatives - Mr, Hyo Chul Ahn

Formation of Cooperative Policy: Role of Various
Agencies - Mr., M.z, Hussain

I'he Role of Government in Coopsrative Education and -
Training - Mr. Lucianoc £, Lactao

Taxation and the Cooperative Socisties -~ Mr. Mak Kam
Heng

Pattern(s) of Future Relationship Between the Govern-
ment and the Cooperative Movement -~ Mr., M.V Madane

Promotion, Supervision and 3tatubory Functions of

Registrar/Commissioner of Cooperative Socisties -
Dr. P.R, Baichwal

- ——— -

List of Participants

Page

111 -

123

133
139

149

171

181

197

211






ICA/MINISTRY OF NATIONAL DEVELOPMENT
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Government in Cooperative Development”

Bangkek (Thailand), January 17-27, 1966€.
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2.00 - 5.00 P.Dil
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(Tea Break)
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3.30 - 4.00 P.M.
(Tea Break)

PROGRAMME

inauguration by H.E. Mr. Pote Sarasin, Minister of

National Development
Place: Santitham Hall, Bangkok.

Working Methods of the Conference
Mr. M.V. Madane,
Beputy Director,
ICA Regional Office & Education Centre,
New Delhi-1. .

a, Statements by fraternal delegates

b. The Role of Government in Cooperative Development:
4 Review .

Chairman: Mr, Chamnien Saranags,
Deputy Director-General,
Department of Credit and Marketing
Cooperatives,
Ministry of National Development,
. Bangkok (Thailand)

“The Role of Government in Cooperative Developments

L Reyiew (Contd,)
Chairman: Mr. Chamnien Saranaga

Government and the Cooperative Movement: An Analysis

of Background Factors

Discussion Iesder: Mr. P.E. Weeraman,
Commissioner o Cooperative
. Development,
Echelon Square, P.0O. Box 419,
Colombo-1 (Ceylon)

Chairmans Frof. D.G. Karve,

Chairman, ICA Regional Office &
Education CGentre Advisory Council]
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Wednesday, January 19
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ADDRESS _
of
H,E, Mr, Pote Sarasin, linister of National Development
at the Opening Ceremony of
The International Cooperative aAlliance Experts' Conference on
"he Role of Goverament in Cooperative Development"
at Santitham Hall
Monday, January 17, 1966, at 0900 a.m,

Mr. Director, Distinguished Delegates, Ladies & Gentlemen:

It is an honour for me to preside at the opening Ceremony
of the International Cooperative Alliance Experts! Conference on
"The Role of Goverament in Cooperative Development”, held in Bangkok
to-day., I am pleased that many experts from various countries of
this Region are avallable 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
ares are guided by similar principles of developing the occupations
and raising the social and cconomic 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 couatries 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 pleascd 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. 1 also
hope that all delegates will enjoy ctoying 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 ICA Cooperative Experts!’
Conference opened, with all my best wishes for the success of its deliberation,






Experts' Confercnece on
"The Role of Governuent in Cooperative Developrent™
BANGKOK (Thailand)
January 17-27, 1966

STATEMENT
by

Mr. Thame Satraphai
Deputy Undcr-Secretory of Stotc
Ministry of National Dcveloprient
and Registrar of Cooperative Socictiocs
Governrent of Thailand

Mr., Dircctor, Fellow Cooperctors,

It gives ro great pleasure to prescent o staterent on bchalf of the
delegates fror: Thailand.

Firstly, I would like to takc thic opportunity to cxtend to all delegatcs
a very cordiasl and hesrty welcome. I hope that you will enjoy the staying
in Bangkok, and zlso the trip to the Northesst during tho study touwr. If you
have any problens while you ere here thet we can be of any help, do not hesitatc
to let us know.

The cooperative movenent in Thailand wes introduced into the country by
government's initiations in the year 1917. The success of the first snall
credit societics lcd to a moderate but sound expansion of its tiype only after
the Congtitutional Governnent of June 1932. Since then coopcrative socictics
of other types were also given their place fornming a novencnt of both produccrs
and consuncrs in the Kingdon. A4s regards to Cooperative Law, in 1928 when the
cooperative dcvelopnent was well under way with fair satisfaction, the Cooperc-
tive Socictics Act B.E. 2471 (1928) was promulgatcd. With this enactrent,
it paved the way for further developrent of the old credit type as well as
other types of socicties. Now, cpart from agricultursl credlt socictics, we
have primary land hirce-purchasc, land settlencont, land inprovement, narkceting
and processing, consuners' socictics, together with sorc higher organigationc.

It can be sadd that in Thailend, Governneont has beon playing o najor
rolc in doveloping the coopcrative novement. For adninistering the coopecrabive
work, we first had a Deportnent of Cooperation. Letcr, it was raiscd up to &
Ministry of Cooperativis. Since the beginning of 1963, the ncw-born Ministry
of National Devcloprent has been in charge of the cooperative developrment. Tho
promotion, organization, audit and supervision work has been placcd under tho
Ministry which nmsintains ccrtein Departrconts ond Divisions dealing with
cooperatives. The Registrar of Cooperative Socictics, assisted by organizers,
inspectors, cuditors and provincial supcrvisors, is responsiblc for cxecuting
the statutory and technical phascs of thc cooperative administration.

[eens






The developrent of cooperatives in Theiland hes boen a relatively
difficult task when compared witn the cxperiences, known in developing
coopcratives in sonc loestern countries or cven in certain Asian countrics.
Lower goncrsl cducatlonal lovels among the farmcrs are onc of nore important
factors influcncing thc situation. The cooperative idcss among the vast
mojority of farmers are still ncw to them. Morcover, peasantry is well-known
of being conscrvative.

Again, cortaln disadvantages had beoen cxperienced by the cooperative
covenent in Thailand duc to a wvery hasty cxpansion of ccrtain types of
societics during a cocriain period owing to political demands. Such a hasty
pushing of work cntails scre vory sericus disadvantages offccting in the
rctardncss of certain typos of cooperatives. The Ministry is remedying the
situation by introducing corltein effoctive measurcs to be cmployed in the
present policy of coopecrative dovelopient. Theso include the setting up of
a Cormmittec on Reorganization of Cooperative Soci.tics, the rovising of the
Cooperative Socictics Act of 1928, nromoting larger-sigzed agricultural credit
socicties, using a quality approach rather than a quantity approach, rescrting
to more initiative and capital invested in the socicties on the part of the
menbers, groucing prinary socictics into federations, and others, inclwuding
a norc intensive cducation and training progran in the Natlonal Econoric
Developnent Flan.

The Ministry of National Dovelopment belicves that the perfornance has
hitherto 1laid a solid foundation for a future better developriont of the
cooperative moverent in the country.

Finally, I would like to takc this opportunity to prescnt our best
complinents to tho International Coopor-tive Alliance Regional Office and
Education Centre and staff nmembers very sinccrely for their efforts in
orgnnising this Experts! Counfcrence in Bangkok.
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THe PRESENT ROLE OF COVeRNMENT Td COCr iRHaTIVe DAVELOSM Wil
IN CEYLON .

P.E. weeraman, Commissioner for Cooperative Development
o fdegigtrar of Cooperative Societies, Cevlon

1. Legislation
The Government of Jeylon has provided legislution for the

regulation of ccoverative sccieties. The first ordinance was

passed in 1911. [his was followed by an ordinance in 1921

wnich was replaced in 1936 by the ordinance now in force, amended

by several subseﬂd nt ordindnces before independence and acts

thepreafter. - :

* .
The law provides for a Registrar of Cooperative societies
and a Commissioner for Cooperative Develogment. The latter gest
was created in 1945 and was held by a separate official until
1953 when the same official was appointed to be both Registrar
and Commissioner, and their departments were amalgamated. By
the creation of the post of Commissioner for Cooperative - '
vevelopment the Ceylon Govermment gave lecgal recognition te
the hegistrar’s functions as ''the foundation of the movement"
-and "the head of this great educative movement" as Galvert has
put it in his monumental "Law and Principles of Cocperation'.

lhe law provides frr the registration, inspection, audit
supersession of committees, settlement rf disputes, cancellation
and liguidation of cooperative societiss. It alsc accords them
several privileges like exampbion from Income Tax,>tamp Duty,
exclusive use of the term "cooperative', reccznition as a public
ourpcse in regard to compulsory acquisition of property by
government, etc.

2. The Department of Ceoperative Development

This Department of Gevernment is charged with the
development of the cocperative movement in Ceylon. Its head
is the Commissioner for Coonerative Develooment and Registrar

of Cooperative Socie tlos. ' ’
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The island is divided into 28 cooperative divisicns, each
under an Agssistant Commissioner who is vested with certain of the
povers cf the Registrar of Cooperative zccisties.

There are 42 assistant Commissioners, three Senior sssistant
Commissioners and three deputy Commissioners cum Deputy Registrars
assisting the Commissioner cum iegistrar.

lhire are 1681 Inspectors of Cooperative Societics in tour grades
(vpecial and Grades I, II and III) for %he audit and supervision wf

cooperative gocieties.

The Goverament spends about 15 million rupess a ysar en
running the Department.

3. Cooperative zducation

The government runs a highly organised 3chool of Coopsration
near Kandy in the hill country for training cooperative inspgctrro, managers
and other employees »>f cooperative sccieties, and for gencral
membership education through 22 education cantres in different
parts of the country. The sSchool alsc trains persons connected
with Gevernment Departments and cther crganisations which have
% funetional relationship with cooperative erganisations.

The Principal >f the School whr is an sssistant Commissionsr
is assisted by ancther Assistant Commissioner and ten lecturcrs.

/. Publicity

There is a separate Publicity Division cof the Department.
It provides film shows, radio programmes and cooperative news. The
Cooperative Federation and 2 branch federdtion together publish
three fortnightly neswspapers in English, sinhalase ard Tamil.

5. Financing of Cooperatives

a.  The Government af Ceylon finances .cooperative socicties
under the follecwinzg heads:

Land Commissioncr,

Fisheries,

Rural Department and Small Industries
agrarian Services, and

Labour., »

b. IThe People’s Bank which is a bank for ccoperatives and

even cooperative district banks grant loans which are
raquired for purposaes cther.than those for which loans
are given directly by goveérmment under the abcve

mentioned heads.

movembnt in vqual proportion, udlf tuv shkr capital bei
government and half by the movament.



Rs.42 million has beon granted during the last financial
year for agricultural cooprcration. Rs 2.2 million his boca lont
to textile woavers soci:tics.,

6. Gevorapent schomes implamented throusgh
the cooporative mevement

The eatire tood rationing scheme in the city of Sclombe is
implementod through cooprrative sociztics. In the rost of the
country, thure are both private dealers and cooporubive socictics
handling this work. Over 804 of the consumsrs are sbtiched to
cooperative socictics. (lThe country’s populwtion is around 12.5
nillion) .

The agricultural commoditics whose prices «re guaranteed
by the State are boughit in throush the cooporative movement. No one
clsec holds this agency.

vevernment departments and State Corporations dare
required to offer all contract work net sxceoding ks.100,000 cach
to cooperative societies. These sociebics heve been responsible for
the construction of roads, bridges, buildings, wells, bunds,
.channels, anicuts and sven jettizs, for the handling and transport
of foodstuffs and for metal werk. :

Govermnment grants are made to cooperative hospituis and
dispensaries, 18 in all.

7. The Cooperative Whol:zsal:z mstablishmont

There is a state corporation with the abeve name for supplying
consumer goods to coopurative socictivcs and to act as bhs
sole imrorter of items in short supply.

it is a wholesale establishment for the cooperatives and
not a cooperative socicty itself.

&, The Cooperative Fund

“The govermment mukes a levy of 54 of the net profit on all
cooparative socicstiss and gives 4/5 of the amount collected to
the Cooperative Feder-tion of Ccylon, which is the representative
body of the movament .t the autional lovel.

9. Summary of Progrzss

Q. General - 394 societiss wers régisterad during the yoar.
Among them were 175 multipurpesc sccieties, 27 credit
societics of limited liability, 24 industrial societics, 24
labour socictics, 13 fish:rmen’s sccizties, 9 thrift
societics, 5 stores sccictics, twe multipurpose sccietics
unions, one dairy socicty and onc industrial union. snothsr



56 socictics wore recognised, thoge were 3chocl coopsratives
which could not be registered due to their members being undcr
18 years of age.

lthe registration of 177 socicties was cancelled. These include

52 multipurpose socictings, 41 stores socictics; 23 credit societies
of uhlimited liability, seveun cocoperative agricultural production
and sales societies, six thrift socictivs, five tobacco societies,
four labour societies, three fishormen’s societies, threc tea
societiss, two credit socisties of limited liability, twe dairy
socicties, two industrial socistics, two stores unions, two
agricultural unicns, one multipurpose sccistiss union and ons
cradit union.

The total number of societies at the ond ¢f the yaar was 14,534.
0f thzse 2,760 socicties were either defunet or dormant during the
year.

The total membership in theprimary sociztizs inclusive of
school cooperatives was 1,642,798,

The financial turnover of the Movement (excluding Feople’s Sank
transactions with the Cooperatives) during the year was ns.1,949
million which is Rs. 297 million more than that of last year, the
increase in the turnover of the Cooperative Banks was

Rs.98.0 million and that of the mulbtipurrose socicties unions

was fis. 173.0 million, the issue of rationed textiles on coupon

only through the cooperative unions and sociceties and through tho
CWX Depots, the incrsase in the price of sugar during the course

of the period under review;,; and the Colombo cooperative stores
societies union being given the monopoly of the entire

wholesale distribution of sugar within the Colombe Municipality

arc some of the reasons for these increascs in the turnover, earlier
the CWE also was a wholesale distributor of sugar in Golombo. The
turnover of all production and sale socicties togecther with the
corresponding sections of the multipurrose societiszs durinz the
year was fs. 343 million. Yhe turnover of all consumsr sceisties
(primary) and the consumer sections of the multipurrose societies and
the rotail consumer sections of the unions amounted to ns. 4060.6
million as against fs. 423 millicn last yiar. fhe turnover of produc:r
and consumer unions was fs. &2 million sas azainst ns.689

million last year, of the former, szales of consumer goods by
consumer and multipurpose unions .amounted to Rs. 8Ll4

million. The sales of these wholesale unions to the private

trade amounted to Rs 335.2 million.

The People’s Banklent during the year a sum of Ks. 56,2 million
to coopirative socizstics including cooperative banks.

The Cooperative Banks lent to sccictiss a sum of HRs. 370
million of which Rs. 295.5 million was withdrawn by multipurpose
cooperative sccietics unicns and stores unions on overdraflt
accounts. The amount rzcovered by the coopcorative banks

during the year wis ~s. 363 million. 4 sum of Rs. 24.8 million
was owing to the cooporztive banks at the ond of the year, The



drmount overduss wig 2s. 1.5 miliicn.

fhe eredit sceistisg, coopsrative argricultural production

and s2les sociotics and the multisurpose sccictics togcther
lont to the members during the yoar o sum of As, 2<.1 millica
for agriculturil ourposcs.

fhe net worth (L.o., paid up share cupital, ros.rves,

accumulatod profits less losses) of the entire wovemont

increased by ds. 9.2 million to s, 133.8 million.

4175 socivtics made profits amounting to fs. 16.4 million, wnilst
45909 socictics suffered losses totalling bs. 4.7 million.

(b) Primary socistics - The nurber of primary socistics at ths
cnd of the yzar was 14,554 . The mumbership in the multi-
purvosc socistiss was 829,711 which is 57.8 pur cent
21 the total Mombership in all registered primiry socictiss
which was 1,434,949 . Ths working capitel of 21l primary
socictics increassd by ds. 20.8 million to Hs. 167 .8
rillior at the ond of tho paried undor rvevicw. The borrowed
capital was Hs. 20.2 millicn which is 53.8 p-r cont of ths
dorking Capital , corresronding fisurzs for list year
wore Rs. 74.2 million and 50.4 por cent rospectively. The
primary sociztics cwed the Government Rs. 38.9 million on
account of Joans, this was 23.2 por cont of the werking
capital, the corresconding figures for last year were
Ke. 24.8 million and 16.8 per cent. The investment held at the
end of the year amounted to Rs. 20,3 million. Lizbilities
amounted to Rs 119.8 million against asscts worth Rs. 214.3
million. The net worth of 111 primarics was ns. 94.4 million.

(¢c) wccondary socicties - The working capital of the
gsocieties a*t the end of the yeir was Rs. 101.8 million
1s against Res. 72.4 million at the c¢nd cf the last year. The
berrowed capital of 311 secondary socictics wis Rs. 69.1
million of which the primary socictics had doposited Rs. 15.1 million
and loans from ths People’s Bunk wmountoed to ks, 26.3 million.
Ihe working capital of the multipurpose coopsrative
sociecticsg unions wias i3. 49.5 million ind bhat of thse
cooperative banks was Rs. 35.1 million. The investment held
¥ @ secondary socistics including the cooperabive bunks
totallsd As. 10.6 million.

The 1liebilitics ef sccondary socicti.s amounted to Es. 91.2
million against asssts worth Ks. 130.0 million, their nst
worth was Rs. 42.9 million as against 3s. 37.0 million list
voar. :

(d) Liquidation of sccictics - There werc 2,006 sociztiss
in the procsss ofl liguidation at thz end of the year.

31 liquidations were closed during the year. The nzt worth

of all socictics in ligquidation was Hs. 4.0 million. The

Trust Fund of liguidition that have been closad

totalled Hs. 3.7 million.
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(¢) arbitrations - 6,647 disputes were roferred o

arbitration duriag the pericd under rovicw, undor the
Cooperative sSocictics Ordinance. 4,384 roforences wore docidod
during the year. 28 appeals against arbitration awirds worc
allcwed wnd 54 appeils were dismissed.,

(f) mploymsnt in ‘the Movement - There wers 17,800 employ:cs
in the coopsrative socictiss at tie nd of -the year.
Their salarics bill totalled Rs. 22.8 million.
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Historical Backoround

N

wrs of the presant
ths noverty-stricken
: legal Ifranx

ciod by the G« =t
eredit socicties was
cpzanising socletics

H

Cooparation was introduczd in India in

century primnrily as o moansg of af 1o

farmers from the clutches of usuriovs menc

for the working of cooperative scciotics

Socictics et 1904 under which only the
)

v
contemplated, The ncod, however, was
with functions other th@n crsdit ¢ the wworetivs Sceietiss Let, 1912
was accordin 1<ronactci, pruv~11A> lagnl Yon for the orzanisaticn o
different kinds of cooperative socletics, primary os well 2s fodoral
the introduction of Provineizl sutonomy congsquent on the Montagu-C
Reforms of 1919, the subjcct of Cooporation was tromsforred to ths provine
cial governments and seversl provineos passcel bheir own Ccoperativs et
in the 20¢ ﬂni 308 of this contury. i"miuly spatking, the coopurati
nevemsnt in India, prior to national in cnlenec, was wrlm'“lWy
with credit cctivitizs., Durirny this pc , cuverreoont looked on o:
tion not a2 an instrumont for econenmic d:veluwm,nt_V"t S wolfara agency

apabls of anclioratine the enditions wf th of the ngr
culturists t o limit

i extuat,  Thoro o
for.acsisting the growth of the co zr@tiv

or the diversification of the movement to
of ecconoriic aetivity. Oc
guanrantees uged teo be ziven to sclected cocpornhive pvolwtlLs, but there
was no syctematic pollcy for either financlal or orscnisatic
to the movement, The prevailing cooperative law cast
Cooperative Socleties the rosporsibilivy for supcrvis
audit of cooperative sociletiss, The Registrar wes, o to sy,
philosopher and guido of the srative movaenent,

[

*fflnt Eranchas

1

sglonnl fin anlwl hku in bns f‘?‘ of loang and

crial

Bvolution of a Cooperative Pcolicy

After the attainment of

ir denee and the bogsinninz of ths natiomal
effort for develig
T Hlanned :

which found cxpression in the formuletion

of succuseive five year plane, thors was radical chonge in the auleulv

aﬁ pelicy of the government towards the cooporntive movemont, It wos
nevitable that in a d”V\leJn’ country 1ike Tnaia s:cking to put its
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limited resources to the optimum use for quickoning the pace of rrowth,
onsistent with demccratic mannzement of rovormmental funetions, DPU -

tion would bz looksd upon o8 an ins t;umunt for promoting planned ;r:J,n
and facilitating the cmergence of o sveislistic pattern of soeicty, This
is rcflec+“* in the objoctive which sovernment sot before iltsclf, of
promoting Cocperation as the principal basis of crranisation in soveral
branoh~“ cf ceonomice 1ife, n +\n17 in agoriceniture Y miwor irreiontion,
small industry and processing, r“*tzn Ml@tributifq, suprlios, rural
electrific‘ti:ﬂ, housin: and cinst ructL‘n ©othe provisin of ossontindl
amenitics for local communitles, Whils govoran rt oel
cf Cooperation as an instrument for ﬁT?T“‘.ﬁT annsd
1t was alse quick to realise that Coop
and sclf-reliant movement of the porple and
mebivity, Only as o neploe %8 novemont e:uli

smised the insortance

1ale rrowth,

A voluntary
sovornnontol

Ly

~

the role, onvisaged for 1t of hirnessing th
the frame-work of 2 voluntory and dencerntic

1 ir
J

their ceonomice advancoment ns well 2as stimul: Y
RV

In studying the evelution of the relati nghis
the ccoperative movement in India, spoeindl n't
Resolution on Cortperative Policy passed by the iono it O ancild
in Nevenber, 1958, The f:1lowing salicnt iultulv ~f the Resc latl n owill

indicate the apyriach of the No ti nal Dove 1ropment Council, the hichest
bﬁdy for nolicy dolibernti ns in India, to tho “”bgpct A ecoper a“’fo
development as part of, and aid to, the process of rebullding the nati n's
seconony ¢

e’s meveno: ,b,

(i) For the development oF Cocperation as 2 perp
t of the villaco

09~Hpr1t1vb sheuld be crgonised o
ry uait,
mic developmant
e villoos ¢

) l-—‘

communlty as the pr

for scelal and e

bz placed fully o
. Acbay&t .

(i1) In 2 rural co-perntive, ther'“

l “"”‘bl:i

bors should hove intimcte
lodze of me ancthor o well 28 2 senmse of nutual oblis
and o nesrn o0 tho rchibilltxtl n o the wenkir secti -
the cemmunity, By working tozether for the common obje
of raleing the standara ~f liviar - 2171 the « ct na

prpulation, the community dovelops socinl e k\ui L oana

(iii) The coo perative mevement should Ks &vvolnpcd ac ng bo o brins
within its £14 all rural famdilios

(iv) Measures required for increascd vgriculturﬂl phal ~u”ti\u such
as use ~f irrigati n facilities, anylication of im.rove

sricultural techniques, multlslicati.n of inmproved Vﬂf¢gtiDS

of sceds, pro uuct1~“ of croonic and Zreen manurcs, distribu-

ti n of fertiliscrs, should be earricd ut throusth the villaze
cronerative,

“"H)J

(v) Villaye ¢ o perctives should bo linkod with morketi
By linkins murkstin: s cistics with villue oocl
the latter a8 nzencice £or c.lloetl n nned sale o
at the villace lovel, 1t will Fo oossible not ol
larger supnlics of £ odagendins for nwebing the noo H ‘
areas but als: b expond rreatly tho erodit facilitiss ;Vg;llblu




3.

Cor rurezl ar os, Lhe opecposcs Dor oo Lerstive proosssing
should be enlaraed,  dn dintereate? structuere o credit, °u*‘ﬂibu
1

mirketing o rocossing coull then be built wn to tronsfornm
=nd raise the level of rurnl ec o aoav,

(vi) 7o ensure the success f CRNaLS
n the scale visualiseld, trai
for villace lenders, wh work
bives, f.or toachers in villaze
rural arceas, who ' carn 8crve 28
Troining prosrammes shoull ol
in corperative dopirbmnonts as
and other exten workoers, should oo
inte the ficld of oporabic n oo larce nunber of compstent and
oxpericneed o ns and to 4 the eoonorative movaens
an increasing ruhva N n/no\filolﬂl workers,

(vii) Mxny'rf the cxis
the devel pment o
smcll Troups and

)

crocedures and crovisioms dn low impolo
)ulxr mevemcont in which
n frooly cnd cpronlsc
c:-ipr”tl ve lincs without

: and rod tope The res
of the existing w?,pr”+iv¢ lood ulﬁ"l n eh-uld
emoved and radicen LT Lobe dAntroJuccd s oas
2eilitate the i novencnt,

—+

I"*_) L T R

, £ 811d tho
nt ~f cuoperatives based
v '“ffpsibility
cotiive cnorad

"The‘N&ti@nal Development Co un01¢ te
Reaslution, ”tuﬁt fww u‘ﬂ
n the valuss
i 18 = n”Tl ntl ol
*l@ will
tructis n"

SR V)
b‘@ 1‘r,4_v‘mop‘

‘tus 2 of natl nals

Tany s
02T

In the lisht ~t these princinle
passed in ns wony 18 c¢leven ota
remeining states cotperative Bi
tures, The new legislatiin alre reflectsthe cincern of the
State to ~te the eooper —thu mrvement o lines ¢ nsistent with the
principles of scoeial Jﬂuule. Tb@ dajasthon Cooporntive Sociloticd dct
passced as recently as in 1965 loys Jown, Tor instonce, thit before
registrati-n cf 2 socie 1ty the Ru strar nust satisfy himself ame thers
that the aims of sosaed s:cicty'aic not ine noistont with the srinde
ples of soecial ju croperttion ond public morality and that they
acelilitate the es goelalistice attern of soelzty,

. . 1o
fuw ybbru in thno

rweoanvil of the )tAt Lorislam

I

Precorcas unto Third Plan

the .ov 1utdi n of the

Londnst this historical o
approach soverning the re uetws a the j‘VCTﬂK;Ht
couperative movement in Indi- nroesent gt
ment and the trends of furthcr crowth wnoy be
crurse of 15 years coversd by the threo flVo—V@ﬁr
prosregs achieved by the cooperative novomeont hag
cstablished system of croporitive asricultural crel
terms «f the cverﬂll \rbuntﬂ g of rurtl borrowings sw 11 by ¢l olorim
tive asencics, the prooress hag beon from 2bout L7%Oth of the »tal t

between a fc urth and fifth, In o large nunbor of districts in Intin,

cooperative credit represents today the rieet important scurce of crodit




availatle for agricultur:l oroducti n, Thore hes been an
advance in land development bonkins, In o few tat@u’ Ul,L
zovernnent assigtance to cultivators for cartain land dev 1cwmu“t
has been entirely taken cver by ¢ perative oo 1cluQ, N wrketing:,
comprehen 51v013 sale and psurchase activity, has beon ancthor JLmlu in

whlch considerable progress has been made, In poart, this hos hoeon helpo
by special preference "h wn by sovernment to the cooperatives as Jistri~
i ¥ o

buters <f suppolies which woere of fidnlly controllicd, such as fortilizors,
iron anl steel, ctbe, nll imzortant seemminry workets will be covere:

by marketing societies by the onl of the third plom poriod, ilon: with
expansion in cooperative morketint, thore has bson o srowth in coop srative
processing activity, BExamplos of remarkatle Success in this fiell are
cooperntive susar factories anl cotton ryinnin socicti 5, Coouornlive
processins has also becn exteonlel to rice-nillins cellin: of oil, and
recently a large wrogsramme of coorerctive rico-

A8 bren undont
Industrial cooperatives in the han'~loowm industry, coir znl cortain
villaze industries have also rozistored sigeable srogress, Speeinl
sis hag boen 1aid on develo, nent of consumer coopcrative storcs, an'
under a centrally sponsore? rogramme, all towns with populttion of
50,000 anl a2bove have been coverad by wholesal: stores and retall w.its,
With the diversification of the cooperative movement, consilerable fillip
was given to the rrowth of cooperative federal orsnnieations, viz: the

Nz thP“l Cooycrative Union, the National 4 riculbural Cooperative Morkoting
Federation, the Nationsl Foloration of Coonzrative Surar Factorlies, the
All India Lwnu Mortzaze Banks” Union, the All~Inlin Federation of
Cooperative ipoex Banks, the All-Intis Federation of Consuri.r Cooperatives
and the National Cooperstive Spinnin: Mills Foleration,

Fourth Plan

The expericnce Jdurin- the three fivewyear ;lans smbodics o nunbor of

useful ointers for deterwinin: the scope an. conte £ the fourth »lon
(1966-1971) . For the larser tasks to be unlortaken “urin - this :1lwn in

the field of agricultural proluction and rur .l Icvelopnmont, the first

step is the cstﬂbliQhﬁwnt of a viable an? oxpanling creiit structurc, [The

plan ¢nvisares advances of short and medium=-torm credit of the orilor of

Qs 700 crores in tho last year of the »lsn o8 comparel to aboub 22,375 crorcs
in the last year of the thir! plan, This will eall for concorted oifort

for raisin: the sharc conital an’ Tleposits of coororative crodit institu-
tions, orientins loan procelurss to meebt tho P“IULFOH(ﬂuu of ~roiuction
programmes, an. continuance of SOVE rnmonb 1 —ort to the institutions
towards share capital, man rorial subsi: iy, lown—cum-subol v for storave
sodowns, ¢te, While the development of t%ﬂ eredit structure is of cruéiiL
importance for asricultural roluction, bm/hqsag will continue to be lail
on marketins of “»rlcultarw¢ yroluce, particuls rlj oi foolrrains, is
azainst an antilecipated morkeving of azricultural [roluce throush coorperaw
tives of the valu of Rs 340 crores by the on” of the third ;l“n, of
which about 38,100 crores will ba foo”*rﬁiwg, +k' fourth lon tarcet is

to market coricultural roluce w h 25,850 crorcs incl1“1ng food raing

worth Rs,400 crores, UWhe GY“FuSiOH of coopw 2tiv¢ merketing will be

possible only if morketin: ie intiuctely linke” with jrocessing, The
ssentinl not only for incercasing

development of cooperative rocessin: is vsse
the rural incomcs and facilitating croﬂit for - roduction, butalso for
building up a cooperative rural cconony, Tho sirnificonce of rrocessing

o
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Zerives from its comtributions in bwo ircctlons = on the one hantl ib .
strensthens the functionin: of ~-ricditural cre’it an’ marketin., on the
other it proviies ~ wi ¢ basce for rurtl in‘wtrizlis<tion, 4 simificont
place has, zccordin -ly boon dven to the levelouwncunt of coovern pive

processin j in the fourth pl-n, 4 plan of coopcrativisntion of the rur<l
uoonomv has at 1ts core asricultuaral crc?¢u, sorketiy nl ;rocvobin‘ Sk ¥
the plan has to look forwar! chicfly in the 1ﬂ\ﬂt10r
tlion via proccssin:, On 2 wise basc of awriculiur
of industries of various typ -8 can be Jovelopol, lr, SECIN
expericnce in the State of b“ arashtra ant, ther;for;, in thu fourth plon
gtress is beins lail.on the buildin: up of an 1utb roto '
crzdit, marketing and processine, At the 8o inme,
made to oricnt cooperative prosrommes towar!'s Conouns of wenker goetinrd
of the community such 28 egmall unccononic hol lcrs, rurtl Inbourcrs nl
artisans,

O’J L

1.

v

An important trend of luvelopment initicte? in the third plown which hos
to be accelerated in the fourth plin is in tho spc+or of consumcr cooperie-
tive scrvice, The consurcr movoment 15 beln s prowoted unlicr o centrally
spongored prosramme an’ it has 2lroecdy covirel oll i in the country

~with popul~tion excecdins 50,000, Durin- fourth 7lon, the prozrimme
will be expan’el to covor oil towns with popul:tion oxesoiin: 10, OOO. The

objective broally is to consolifate, stren-then an' oxp consurcy
cooperttives so that by the end of the fourth plan thoe consanory gtw“"
woull cover 20% of the houscholls in the citics or towns whore thoy operate,
The rate of progress cchicvel by consumcr coopcraitive storss unler this
progromme in the last two years has boon ron-rible nn’ the non
in thesec storcs have now touche’ the level of 38, 12 crorcs,
been reco nisel that for the sucecss of this rro oo
personnel arce essentlial., A Central Institute of‘
Pusincss has, thorefore, becn startsd ot Bombos
managerial personnel IOT runnin the consunzr storos, Consumer storis
arc thus beins assistel to »lay 2o sianificant rolo in urorl’ing cov
rools ot ruasonﬁblu priccs, A recoent svalwtion stu’y contuctod un’
the auspices of the Plannin: Commission has shown: that consuncr coopora-
tive stores hal o wholssome offcet on the pries lovel of consumer commc-
Jities Tealt with by the steres,

r
1y s2lcs
h -

r

Governmental Al to Cooperative Movement

The prosress achicved by the cooperative movenent durin: the periol covored
¢ five wyear plans hos been to o rreat extent facilitater by
the policy of Governnent to rroviie suvport ornisotionnally on! finmn-
he prosgramm bhs >

of cocperative ovelonment, Bassl on

¢

icnce of the three five year rclans, the policy of assistonce to coonorn-
tives will continue to be follows! by the Jovernnont turin: the fourth
plan perio’, The browd feoturcs of the rolu of covernment ro intic e

in the followins parazraphs,

(1) Orsanisational Assistance

When Cooperation was first intro'uce! i In il in the oarly yonrs of the
present century, it was with the objuct of amelioratin: ths con itions
of the poorer sections of the asriculburists who wero 2 3

money-lenlers, Government ha’, thercfers, sot up o o
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vise and assist the workin- of cooveratives,  The Reistrar of Cooprrtive
Societics was given powers sonerally for inspoetion of the workin: of the
socleties, au’dlt of tholr accounts, rn' concral supcrvicion for onsurin s
that the societies workel on scun’ linco i i erative prind o
ples, 4 Jopartmontal mochincry wis hqut conesiet the
Resistrar in the ldischarse o sslcthanee an’
suidance available from the C- reat viilue

to the cooperntives in ths. init The sorvieos
renlered by the Resistroar theon: m Cbllpf] in scrutinising
propesals for registration of acw ' ’ byx~l WE
conduecting periciical inspoctions surcs for
improvemant, au’itin: the ccecunts
cocperative socletics roviriin:
si*nificﬁnt in rromotin: the
organisation has also scrved
uatlan% in prowmetin; the intor
point of view of the corpo
past has becn to -eaduslly brins o
supecrviscry responsibilitics fron thc Ce
tive federal instltuticns, financial il
cnable these institutions to ‘ischa: S
however, continucs to hhve vowers ol sta h\tﬂrv
snz, (In one State aulit is cunluchol th
Finance Department), Govornment con
f“r cnablin: thg Resistrar to exore
an” au’it,

by sovernaint tw

'L't 1!‘ +1d

While the Cooperative Departrent chirocl with the
ond promoting the rrowth of cooporutives ! ST
the movenent, Govornaont’s hilp to the co
atters hos als: beon civen in two sthor
erative folepal instituti ns have b*ﬂ“ an
functi-ns =n.i for this purpose thoy hovs
of managserial anl suporvis. ey sta f;.
fincneial aid to them for mointaind
requisite training faciliticos
end traine! sersonnel for lon?
terms,  Sccemdly, to help this
th't cooperative law shoull
possible for the Governmont,
the statut ry powers and rosp
tive feleral bolics, Such cnoblin:
in the c¢oooerative law of several s st iuw' Apart from Toleontion of
gtatutory oowers, there ig alse thc jr“ct?vl f c ”Jlt tion with the
federal cooporavive ! Ane t“ igtratl o, amqn&-
ment of hyc~lows, supers: ht sl Slmllif mattors,
This servss to keg> th with the aininistro-
tive acztiin or & reforance Lo
their ¢ mstituont
Rz:stror anl his .
federnl b‘”ios Luf Te \=¢'~ strotive aceti n ds toloa,
ion is booastorn le

censibility of 21 ling

fa)

this nrocelure of
@theru it is b3S9f



(11) Financial Aid

al

The voricus formg of finanecial aid which hove bron introdiuce. lurcin:
the thres plaon periows and are likely t¢ continue durin: the fourth 2lan
period are bricfly as follows:

(a) State Partnership: Exccoting in cne or tw Statos, the prinei; lp
of state partnership in thoe share capital o7 the croucrative socichles
was not in existence till 1951-52, The Res:rve Bank of Infda 3
(1951-52) a Rural COrelit Survey Committoe to ¢ niuct o survey on
credit in Inlia and wmake recommendations, The Committoo chme o tuc
conelusion that "Cooperntion had failed in Inlia but it must succeud!.

One of the major recommentations of the Committec was the adontion of o
pclicy of state partnershipy in cocporative institutionse., Apart from

credit institutions, state portnership has beon exben'cd to murk.tin:

and processing socletics, farming sceletics, 1nbour contract societies,
dairy ccoperatives, fish:ry cocperatives, transport sccicties, consume
stores ete. wherever the initial ecapital basc ~f the structurc necded
strengtheninry by means of state participatiz-n till such time as the

nembers were in a position to accumwlate cnoush capital to run the busi-
nass withsut state sup.ort., In all these cascs strnsu has, howsver, boen
laid on the principls that the pecple’s contrlbutlon shoul? gradunlly be
inereased and the government copital retired in a peried of 15 to 20 yzars,

(b) Loans to Socisties: Normally cooperativs institutions are oxpe
to borrow funds from their financing azencics such as the centra
tive banks or the apex cocperative banks. Th: qpex banks in tur
expected to obtain their financial roguiremonts frowm the Reserve
India, State Bank of Inlia and State Finonce Croornti ns, Governms

are not orlinarily expoctedl to finance coopertives with loans for their
working capital, But there ore excepticnz to this rencral scsition,

There may be certain types of Zovelopment prosrnmmes which in their initind
stages are not likely to atbract any finanes from resular Ixnkn01n;
azeneizs, but which are nsverthelsss wvrthy of cneouragensnt an’! ‘suprort,
Moreover, certain progfanees for which Govornment wag previcusly of fering
leans lirectly to infividuals but which ars 1oter transferrel to cooperi-
tives for implementsti-n czrry with then the oblisaticn on the part of
Governuent to tronsfer the necessary rescureces to ths cooperatives,
Evamples of the first type are such schomes n8 covporntive farMLn whero

1 2ns -re made available by Gwvernment for specific purnoszs involving
mediun or leng-term investnent, provided the co perstive banks are not
willing t~ provide the [finance., Mention moy 2lso be male of the sc‘“mos

fop provi ling loan-cum-subsity t0 farnins sheictics for emmstructicm of
gedowns cum cattle shods, 2nl to marketin: socicties 2 well os
gociecties for construction of o Bxancles of the seend

are the loans previded by state governrer cozparative cred
tutimns 8 part of thoir prv;rnmﬂui_r routin s taccavi loans tbr
cocperatives, In Maharashtra and Gujarat, the State Governos
withdrawn from the field of taccavi finnnce for schemes 1ike 1rn
reclamation and soll conservati-n, Thase schoaws are implementel throurh

cooperative lan* mortzaze banks, Govornment funls earmarkel for such
8chemes are ma’e availn %lu to these banks by way of zovernment subscribing
tc the JPbenturos fleatel by the banks, In some cther states short and
mediun~tern lom s are siven by the state z-vernments to corperative bunks
for specific avrlculturﬂl purpeses which usel to be cared for undler
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taccavi lcans, Thus the state governments arc helpineg the growth -1 o
unifisd erslit structure for entorins to the peclucticn requircmonts of
azriculturists,

(C) Subsiwio" to soeletics: In the initial »orio? wmost of the corperntive
institutions we ul el S 2881 ] "zt ronier the serviess
expectel of thom 1o thg nembers, wany of wno ; at the mrrsinnl 2
sub-marzinal lpvols of econtoy., The r.overnment has, theref re, ¢ ne in 6
ald ccrpsrative institubti-ne Twriny the initial pericd till Lhcy attnin
full viability by provisi-n of subsilies for apscintment o0 monoserinl
end supcrviscry -staff, SubsiTics nre 2ls: male availeble to ¢ oncordtive
banks for fﬁ‘ning branches s+ as 40 oxtend thelr scervices t¢ interis
Such subsilies are provited or a4 tapering seals cvor a coricd of tire &
that in a peric! of 3 or 4 yorrs the s cistics wul bhe hle to stunt n
their cwn withcut financial assistance fron zovernzent, Suheild e
alse provided for emstrueti n of solowns in ﬁricr thot th: coo
may be enablel to have thelr cwm storase space t render efficicn
te their clients, :

ing

(d) Government Guarantees: Ancther way of provi
is by rusranttinz, cn bohalf of cconerntives, the ro
and the paymont of interest n leans, such currantoces
the State Governments n behalf of clupcr tives b0 the Rescrve I
India, tho State Bank of Iniia an?! cther financineg agencios, Th: deben-
tures floated by the centrul lond mertgase hanks are puarantesd by
¢ necernel stato f'V“rnmvats In certain states, suarantss has wls: boon
pr vidsd in respect of Jepncsits ecllected by oo erative hanks in crlor
tc inducz the public to ﬁu»‘blt their surplus fun's with the coperative
structurc, as in the c.nmercial rankins strucrure insurunce of oy 5its
has recently bacn brousht inte £ ree, The roti nale behing the ruerontecs
given by severnnent is thot the cutsite lonlin: nsonelos wro assurs ! that
the purnoses for which the 1 anfunds will be usce? ore suech =8 have et
sovernmnent ‘s aporoval and thht the vernment wul’ toke lus core 0 opanre
that the bﬂrrwwln; corperatives use “the funds in accrrdance with sount

business nrinciplcs

(e) Risk Funls: Tc achieve the wbjcctive ~f helpins the weaker secti us
of the community, it is nccessary to inluce the c¢o ,orxtlvo lentin: instie

tuticns. t¢ meet the credit requirements of thesc sceti ns relatel
producticn activities. A schenme of overnmont centribution £ crpoe
crelit institutions t° cnabls them to budl? wp special bal dobt funlz
been in cperation in the third five year plen peris?, The ceontribution is
of the nature of an incentive t. the crodit instituti - ns © Iliberalisc thed
lendin: p-licies and pr cressively mect the oro lucti n croudit rqul?dmbhtS
“of the moroinal and subemzroinal cultivetors,

(f) Azricultural Crelit Stobilisatiop Punl: In o vast country like India
natural calamities such =3 1 %, drau-nt, =te. :ccur aln st every yoor
in s me areas, In such cases the cultivat re fint it Jifficult to r
the lcang in tine, This w ulimeap that the crodit 1nct13¢t1 ns in such
areas woull cither have to 3. ne rec verics ‘vt owrite f£f the 1 ans,
The REural COrelit Survey Cf‘mlttee, mentiin of which has be o pado carlicr,
recommendtied the settin: up <f stabilisati n funis, both ot the natl na

ievel an? at the level of cor “mepative credit 1not1tut1 ns, t.
nostponement of reeoveries, so that the flow of ere it rum:ins Ly



9.

-

A Nnti-nal Acricultural Oro it Stabilis:tiin Ful hos becn set u un or
the Reserve Banle of India an’ an innuﬁl cnbributi noof Rell, OO crory

is buein: maie by the Coentral mt towarls tols Funi since 1956, The
funds 2t the level «f the o\'ggr tive insti tui ns have nct yot boun
adequately built uwp, Govornment are ¢ nsidorin: 5 me 2l-hce e ntribuili n
te these funis ot the level of the apex o p@fnt' the
Feurth Plon to iugment them o the desire’ 1ovel,

(g) Relicf and Guara nt“p Funt: A relief »n’ cuworantoe fun! ot the 1ovel
of cach statement covernmsnt is als  beins built up. This fun. iz utiliscd

for wreitin: ~£f 1 ons which becme irrecrvorible,

(h) Price Fluctuition Funil: In order t° cne-ura coparitive morkeotin:
gicleties t. toke up morketin: of c:mméiiti~s in wivieh wide price fluctbwi-
ting occur, it has beon Jeedlilcd crnment willl e ntributs Howmrs
the price fluctuiti-n i . ieg t the extent of 2 nor cont
«f the value of cutrizht | cortain selucted
cemmcitios, subject t0ow g . CVery your

ot . - T c31m N .
3 Vo o bhoen off izt

(1) Tax C ncessi ns: Cort-i csel
in inc me-tax, exelse uty, <te. State Goveramnents ols  in thoir
Acts hove exempltel the corpurntives in full or i port feonoon

stamp duty, resistrati n o

(iii) Cormorative Trainins & Blucition

For the suceesg of a cooperative society, intellient ~nl informed
membershi,. anl trainel an? efficient staff re 2essentinl, The Go
thercfore, have becen helpins the movement to build up 2 cooperative
training anl educaticon vrozecamme,  Brosily S"%kl . w
inte tws ‘LrtS' (a) troining the lJers nnel omulayos
Dg\“rtmpnt an® the institutl)ns and (b) e’lues tl,x of membors
The perscnnel of the” Cocperstive Department and institutions,
curpose of troinin:, ore classificd into threc caterurilss, viz: s
intermeliste anl junicr., Irr trainin these 2ifferont caterrries of
g-nnel, 3 levels of institutions hive been set up, The Nati nnl Co
tive Colloe ant Rosearch Institute at Pona —rovilos training to senicr
an. key ,:rscnnel in tho ¢ ‘erotive movement. The institute has alse
been cquirrtel to uwnd urt ?v asce stulles n’ actlin research on importont
cooperative fr-bld* 1 22 personncl of the intermsii

Tory, 13 ¢ cperative trainin e contres nre maintidined and junicr
are caterc! for in 67 institutes, Membor-cluctiti n is boinr con uet:l

thr vtk instructors apsointe’ by the State C Lorative Unicn in cach State,
A pelicy lccisieon wes taken in 1962 to cntrust the wrk of co-perative
trainin: and elucatin f the oic ~cr“tivg n oveonent itsclf, In pursuance

cf this policy, the res nowhlilty frr advinistoring the training insti-
tutes hns been entrustel b e Ny b'nil C o peintive Unilon and Stote
Cocperative Uniins, The Gove wnﬁ‘nt f Inidis an’ the Stote Govermments,
huwever, have continue?l t- »rovide fimnneinl assistance
teachins porsonnel on deputati n terms, The prle of the
Gevernments in orovidin: assistance to the olucati n an




takes

(a)

Corevides a useful lirk

10.

the fcllowin: forns:

All prossammes of trainins and educati-n receive hunired poer cont
financial assistance from the State, The Covernment f Inlin @ rovi-
128 cent wer Cpnt Pinaincial . assistance t. the Cmdttee for

C rperative Trainine £ r the troining of conisr an’ intermui*ﬂtc
cater ry of pers nn3l ant b the Nationn 1 Cc rutive Unirn of Intia
for maintencnee o f ‘Jlgquarturs staff for the muuhul—u1u“qtl\u L0
sramne, The Goveornnent of Inlia -2no thu Statc Govornment "leq
the expenditure cn junior trainins centres an the ﬂvlb’r s luzation
;ro*rﬁ ¢ in certiin Ceoportions State Conuerativ: UchnO flku

» assistoance towaris mootin: o \ﬂ+134 of the expendlturs on
crogranmss relatins to ,d%11 y o praven for the pur ose,
G n+ ser cent assistance 18, however, cx;actc‘ tf o SR oei;wkury
shase,  The Cooperative Movement has > alrosaly alo 5 olicy of
raisint its own fun's for finanein~ the trllﬁlﬁj caxbion
programmes, Provision has bcen mate in 2ll the
ccerrding to which the cooperative saciﬂticu
to contribute 2 to 5 ~er cent of trelr nct ;
education fund of the Stote Coocverative Jnlfh

,
< n
L3
.L

Government pers nnel oro male available to the counerative or nanisa-
ticns for enluctin: the Lrosromme rainins and education, Vard us
Ministries and croanisaticons of the Government of Intia |
in the dsvel:pment of the cooperative wnt, such as
of Community Devel owmont and C- ration, Ministry of Fx
culture, Ministry ~f In ustry an' bu ‘¢j Ministry of ETQC R VR

Ministry ~f Finance, Re Central Scclal Wallare
Beard, zte, ore reros af Goouerative Training
an’ ite vari-us sub-c mmi tees. € cets Sroperative Tralning

in the Ministry of O mmun snt tGooperation works os

the Member—Sserztary <of &
o

erative Tooining anl
ctwecn the G;"ﬁrPW“nt of Inlia n th: ono
han? an1 the Committee —n the cthor, Similardy th: Chiof Zx.cutive
Dircetor of the Wﬂt*"“l Cceperative Unicn of Tﬁ ia is sn Officer
onolesutation fron the Govesrne nt of Incia,

Sy
£k

-

The State Gevernmonts an? the Roclstrors of Coopor-tive 5ociotics
exten? similar assistance to the State Cooperotive Uni ns and
aseoclate themselves with the trainin: 1&1 elucction committzes sot
ug by them for 1Quk1um after the cooperstive trining snd education
rreorammes, The A .Artnentll of ficer in chirpe of b”“Lnl‘) and
elucation works in clese colluhoratisn with the State Coororstive
Unions, ’

The State Govornment, whensver rcauwutcﬂ to o 30, meke availsihle
the scrvices of thdr gualificd - teoined officors to work as
Principals anl Lscturcers et the Ckrlbr tive Troining Centres., The
Committec for Cocrertive Traininz an? the “tato Cov;ergthb Unimns
are bullling o their own eadrss of tenching stoff, Even s, the
raining being job criomted, the Governent have tc gpnare the sor-
vices ~f their officzrs to serve a8 troiners, from time to tine,
Apart from the staff rpN¢l“r¢y sént to the Centres, the officcrs of
the cocperative an’ f*hcr yovernment lepartments visit the ceniros

and deliver talks -n srecialised subjects.
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Relations between Co-operative Movement and Government

in Japan

Relations between Co-operative Movement and govermment differs from
the weakest to the strongest from one country to another, In some of
western Buropean countries the Movement receives little aid from  the
government and in some Asian and African countries it does far more.
Agricultural Co-operative Movement in Japan can be classified  into
neither of them, It seemes to be quite independent and autonomous in
some respects, but it is not entirely released from governmental con-
trole and assistance in other phasas. It is, therefore, not the sim-
ple middle~way of two extremities. Such complex character of the re-
lationship makes it all the more difficult to judge the trend as to
which side(dependent or independent) is being strengthened in recent
development,
Careful examination is necessary to gel thorough idea on the following
items.
1. LEGISLATION
(1) LAWS AND CABINET ORDERS DIRECTLY RELATED WITH THE MOVRMENT
a. AGRICULTURAL CO-OPERATVE ASSOCIATION LAW (1947)
This is, in some meaning, the heir of  INDUSTRIAL CO-OPERATIVE AS~
SOCIATION LAW(1900). Egsential difference of thesc two lies in.....
0ld one: national policy or aim was regarded as absolutely supericr
to good and welfare of individual farmers, the Movement being
established after Reiffeisen system.
New one: aiming ultimately at individuel farmers' lives, releas
ed democratvically from national totalitarian control, involves

more Rochdale thought.



The present law is motivated by modern western thoughts such as liberal-
ism, individualism, democratic and autonomousg control, free competition
amount various enterprises and so on, Though they are really fascinat-

ing in their outlook, thelr amount given in the law was rather too much

05

for rural Japanese to it themselves to them., Several revisions of some
parts of the law seemes to direct such trend ag to restrict or deduce
thege over—democratization,

b, MANAGEMENT STANDARD ORDINANCE (1950)

This may be regarded us one of the indirect revision to the law. DMore
than ten thousahds of new societies were established in and socon after
1947 under new law, new principle, That was, howsver, only formally so.
Most of them were, in reslity, nothing but repainted old soclety under
old law, accompanied with slight change in their leadership and manage-
ment, At the same tims there appeared gome very samll unstable goe-
ieties, often by deviding an old scciety in a village into two or three
as the result of opposition or conflict zmeng membership, It is guite
plaunsible that majority of these new socleties came into confusion and
difficulty in their management.

This ordinance was wanted to give yproper order to managemental cperat-
ion of co-operative scocleties,

c. MODEL '"BY=LiW' (irticles of Incorporation)

'By-Llaw! of local sccieties should be approved by govermment, actﬁally
by rrefectural suthority. In the case of incorporation, prefectural
autnority used to reqguire the soclety to smend its by-law and make it
cempletely coinecide with governmental model, while, of course, accord-
7 by-law should be sdmitted so far ag it does not

ing to the law, zny

o

netter worse, there were such unfavourable

violat. the law, For the

instances that, when the model was revised, the suthority requested



societles to revise their by-law in force to let them follow the model.

By meking use of by-law in this way, governmental control would become

stronger than it looks thr-cugh democratic law.

d. REVISIONS ON SOME ARTICLES OF THE LAW

Scme articles of Co-operative Law have been revised for more than ten

+

times in these ncarly twenty years. We can see the trend of changc in

the nature of the Law by tracing them, It must be mentioned here that

some of them were initlated by co-operative association and others by

government and that they had friendly negotiation beforehand in both

cases. oSome of them will be shown below,.....

1948

1949:

1950

The previiege free from income .and corporation tax was
stopped, and in place of it, devidend was made free from
taxation. One of the Rochdale principles had thus been
appreicated properly.

Formerly administrative office was authorized to dis-
solution to a society when its business run over the
limitation by the Law. The authority was transfered to

a law court, The change implies restriction of administ-
rative control.

Revigion of an article necessary in enacting Management
standard Ordinance, This has duplex character of both
control and assistance. Al the same time, annual audit
by governm:int against societies, which has credit service
or whoss range 1g as large as or larger than prefecture,
wags made compulsory. Thig increased responsibility and
controling power of government, while annual audit is
not in full execution because of lack of necessary

number of auditors. Only one thirds of societies concern-

3



ed are checked every year,

1951:  The tcerm of board of directors had been, as a rule, cne year
with the exceptional term not longer than two years, when
laid down by by-law. The revision in this year left it
entirely to by-law with the prolonged limitation of ihree |
years. Llecticon of board of directers, which had been fix-
ed to be help in anmial general assembly, was allowed to
take another way like public election. These revisions
were, of course, disired from the side of co~opcrative associati

1954: Supervisory authority was rather strengthened again in soms

regpects,.
e. LAW FOR ASSISTING AMALGAMATION OF SOCIETIES
In order to overcome difficulties in management of under-size societies,
emalgamation had been called into question since many years ago. It was,
however, not started on the right line, having many complicated problems
concerned, Amalgamation of this stage aimed only at standerdizing the
gcale of business of too small socleties to proper level, In the course
of time, while only few cases succedded, drastic change took place in
soclo-economical circumstance of the Movement had become to regquire
emalgamation of higher order i.e. of larger scale in order to gein high-
er efficizncy in running business.
1t is obvious smalgamation of this type is more difficult than the form-
er. It was rot promissing that it be managed voluntarily by societies

by themselves, Hence legislation was wanted to promote rearrangement

of organization by amalgametion, At first government intended to enact

the law in such nature as to directly promotz amalgamation by legal
But Central Union cpposed to such attitude, because it would

powWEr,

threaten to spoil independent character of the Movement, After all,



the naturce of the law was ¢o changed as only to give sone financial ng-
gslstance te voluntarily initiated schemces, S0 far as we have gong,
this process nay be praised as a typiecal example of securing our
independence, Real state of affeirs in practice after that can by no
means be proud of in this respeet, for, in spite of the effort by
Central Union, local societbies used to start to amalgamate themscelves
with neighbouring societies intiated not by themselves but by prefectural
govermmental cofficicls or mayors ¢f towns and villoges,

Anyhow, this law has been so effective that number of multi-purpose
societles decreased from 13,000 to 7,500 in thesc years.

The law lnys down, in the mzin, consultative and advisory service

for proper planning and subsidy for the expense needed in proceeding
emalgamation, such as cxpenge for (1) geining fascilities effective
for amalgamation (2) for businecss consultants sent from prefectural
central union to local societics (3) of prefectural govermment to give
guldance to societies in their planning, Effective t&rmkof this law
is ending at the end of next March (1966). Prefectural central unions
and some societies of certain district, where they have not gained
desirable success, are trying to prolong the term, and, on the contrary,
in the digtricts whers they are propelling the process in urge aiming
at the end of the term, they don't agree with the movemsnt to prolong,
being afraic of the speed of process would be slow down by doing so.
We can sce dependent attitude of some co~-operaters in these instances
mentioned here,

THREE 4CTS FOR LRECONSTRUCTION 0F CO~OPERATIVE ORGANIZATIONS

(,_
b

(By 'reconstruction' it is meant to make dying society and federation
alive)

Though these acts are not valid at present, they played very important

-5




rcle for the Movemcnt several years sgc. a8 mentioned above, quite a
number of socictlies fell into difficulty in rumning their business soon
after their start under the new Law. Some of them came to dead crisis.
Co~operstive associlation, as a whole, tried te rescue them, at Lirst
by their own effort, by crganizing special committee to find effective
remedy for the condition. To sone cxtept, they did succeed, but still
many socletiles seriously woeunded icft uncured,

% FRPN . PR N - -y
teds  Anoact to offcr proper oid to thom,

Hence governmental zdd was w
congist mainly of financial assistance. &again some of them woere rescued
and some left, Then another act was snacted which is stronger than the
former. On the other hand, managemental conditién of prefectursl
federations for marchandizing were found to be asg bad as that of local
socleties. One more act was enacted to rescue them in pararell with
the first zet of theirs kind.
Those unsound conditions had been so widespread snd serlous that but for
these three scts our Movement would not be able to develope as it did.
(2) LiWS AND ACTS INDIRECTLY RELATED WITH THE MOVH:
g concerning to agriculture

L. Agricultural Land Law

2o Land Improvemsnt Law

3. Agricultural Imgrovement 4ssistance Low

4o Soricultnral Tmprovement Fund Agsistance Law
S Frult Productlon Promotion Special Measure Law,

opecial Measure Law,

™

7. Deoiry fzrming Fromotion Law

2> My 5 B N e T
S e Tl TS A SPOme CLCTL LW

hanizaticn Promotion Law

9, agriculturzl lMe

10, ipricultural Hodernization Fund assistance Law



1i. Fertilizer Price Stabiligation Law
12. Staple Food Manegement Law
13, Feed staff Supply and Demand Stabilization Law
14. Agricultural Commodity Price Stabilization Law
15, Agricultural Damage Compensation Law
16, Law for the Central Cooperative Bank for Agriculture and Forestry
17. Agriculture Forestry and Fisheries Fiasnce Cooperation Law
b. Exceptional advantege in some laws
Miscellaneous Laws concerning inti Trust Monopoly Law
Monopoly Restriction Law

(Juridical tax, Local tax, lMunicipal property tax, Stemp duty)

11 GOVERIMENTA AND SEMI-GOVERNMENTAL ORGANIZATIONS
(1) MINISTRY OF AGRICULTURE

Section of Agricultural Co-operative Association, Department of Agri-
cultural Policy is specifically respensible to the Movement, to sz
nothing of that every section or department of co-operative unions and
federations has their own communication with those of Ministry respect-
ively. The evcry section has 45_staffs and seven sub-divisions, which
may be classified invo three by their nature, nemely,

Legal affairs:  approval of incorporation =nd dissolution, inter-
pretation of articles of laws znd acts, keeping good
running of laws,

Subsgidizing: subsidy for amalygamation of societies, subsidy to
prefectural pgovernments for thelr auditting business,
subsidy to Uniong lor thelr supcrvisers' expence.
Audit mainly related with subsidy.

Gu ,idance, conéultation and other services:

This field is of interesting character. Officials

iy



are tytors in some occasion and arbitrators beiween
various co-operative organizations when they have
any trouble or dispute, Though the latter looks
like trifling matter, it is asctually an important
function of this section. It functioneg as lubricant,
The Ministry has seven regiongl offices which cover the whole country.
They also have the section of co-operatives.,
Auditbing business of Ministry is actually carried on by these offices
by fifty auditors and their assistans (in all).
(2) PREFECTURAL GOVERNMENT
At the beginning of the Movement under new Co—éperative Law, every Pre-
fecture has independent specifié section for co-cperatives. At present,
however, only three prefectures has, that i1s to say, in majority of pre-
fectures, one of sub-divisions of relating section is responsible to co=-
operatives,
Two reasons are presumable: neccessity of governmental assistance hag
ecreased since those three acts on 'reorganization' had revealed their
effeqt, the nature of administration has changed gradually from pre-
fectural sutonomy to centralization. Inyway, services offered by pre-
fectural officials are, to some extent, similar to those of national level,
By the way, prefectural governments have their own subsidy, which are,
by the case, re-subsidized by the Ministry.
(3) AGRICULTURE, FORESTRY LND FISHERY FINANCE CORPORATION
This 1s a semi-govermmental institution for loaning governmental fund,
established on the basis of 'A.F.F, finance Corporation Law'., Original
ged by governmental investment, borrowings from National

»

fund is mens
Bank and from Fost Office Life Insurance System, etc,

Loan is issued mainly to comparatively long termed or large scaled

B



undertaking, It differs from arsricultural Coentral Bank in this roegpect,
as well as many cther differences.

v~

111 PINANCLLL apSIDTANCEH
Scome pointe vn thig subject have been reforced above, Pretty large yorticn
of agricultural laws and acts more or less backed up by financial aid,
It nust, however, be given attention to that naticnal policy on financial
aid for sgriculturc in general had changed very wmuch somo years after the
War. Before ana soon after the War, government gave finoncial aid main-

y B &

ly in the form of 'subsidy'. Now amount of subsidy is only little., Main
asslstance 1lg offered in the form of 'loan', The change of policy depends
partly on that government considered agricultural cconomy had grewn so
far as to be adaptable to loan systen, and partly on educsational con-
sideration, as 1t were, to train farmers to be accustomed to modern

-

processes in capitalistic econony. There 1s also another type of zssist-
ance which has the nature of a kind of indirect subsidy, such ag fund for
stabilization of price of agricultural products, subsidy for intersst and
30 on,
1V EDUCAT ION

Co-operative edication depends little on governmental aid, having long
history of its own, thourh, zas Tor its auality, it has not reached the

evel to be contentsd with, There are aa many educatlionsl institute as

the number of prefecturss, 47 in all, 35 of which beleong to prefectural

-

povermment and the rest to prefectural central union, The latter is not
subgidized at all., Each of these institutes has conly cne or two full-

time staffs and some part-time lecturcrs most of whom are co-operative
or govermmental officers. <Term is mostly three or six monthg, at long-
est, not longer than a year., Number of students are decraging of these

vears., They can not be said to have high weight in whole educational

-9



activity in the Movement,
There is scholarchip system for students of gbove stated insitutes, co-
operative College and another school of agriculture and agricultural co-

operatives, also sponsored hy government, Govermment invested fund to =

[¢]

specially organized committee for scholarship about ten years ago, and
the committee has made uge of its fruits. This system is better than

=)

nothing, of course, but far behind favourable condiction,

w1
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THE ROLE_OF COVERMMENT I TFE DEVELOPMENT CI' COOPEPATIVES

Preparced by: Hyo Chul AHN
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Seoul, Korea

In the developing countries the need for the economic growtkh
causes increased government intervertion almest in the &l fields
of the peoplets acticns. Development becomes more planned and
directed. In nearly all courtrics of this region cooperatives
are foerme¢ under & spcecial law containing more or less detailed
provisions regarding their methods of operetion and defining
their obligations eand privileges within the scopes aimed b the
state.,

But ultimete control is exercised by the government under
the relevant legal nrovisions.

Above all, Africultural Cooperative Movemcnt in Korea has
been actually started from the initiative of the (Covermnment.
Trerefore the responsibility and the role of the Covermnment in
the development of Cocperatives are essentially important. 1In
gencral, Government can contribute to the development of Cooper-
atives in trke ways of:

1. Legalizing thc cooperatives
2. FEducation and promotion

Cooperatives education for sclf-direcction of the member
farmars

To get undorstanding from the general public
To train menagen. nt technicians and lecaders
2 Tinancing

4. Special legal rrovisions giving cooperatives
Consid rable favours for their operations.

S



In Korea, taking paternalistic attitude toward Cooperatives
the government plays thc most important role for the development
of the co~ops 2nd give sun~ort and help in many wa ys.

The major items cen be listed a2s follows:
1) The rrotection nrovisions on the censtitutional law:

According. to Korean Censtitution Article 115,. the state
1s to bring up coopc rﬁtlvb organizetion on the basis of
self-heln and we kcon FOllblCul neutrality.

2) The purrose of Agricultural Ceoonerative Lew is to assure
the balanced developmert of the national cconomy by
increasing agricultural productivity and improve the
economic nnd social status of farmers throush the indeperdc
cooperative organizations of farmers,

Government is esteblishing following articles in order to
nrotect and fester Agricultural Ceooperatives Movement.

a, Exe mptlop from the levy of taxes:
The inceme and the nroperty of the Cooperatives and
the Tedorn tlon shall be exempted from taxes,

b. All the ministors of Government should actively
suphort the busincss of the Cooperatives and the
1 deration, and shall provide public fecilitics of
'ational Coverrnment and lecel govcrnv@nts for their

US@.

c. The Governnent may crart subsidics necessary for the
business operation of the Cooperatives, and the
lTederation within the score of its annuel budget.

de Tho preosident of the ederation rmav present to the
Government his recommendations regarding development
of Cooperatives and I"cderation.

¢, Cooperatives enjoy some speccial privileges on its
Lusiness transactionss the provisions of the Korea
Insurance Decrecs, the Grain Management Law, the Korca
Sericultural Decrce, the Small-Scale Transoortatlon L””
the futemobile Transrortation Rusiness Law, the Central
Vholesala Market Law and Torcign Trade Lew shall not be
appliecd to the Cooperatives and the Tederation.

3) Covernment Funds

The leoanable funds available to the M.A.C.T'. arce limited.
M. 4.C.T7. neceds a trerondous amount of funds to mect

/eoes
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5)

farmers! loan recuircer nts and to nrovide hoeessary

materials for busincss operation of Co-ops.

The Government Iunds in 1664 amounted te 15,880 million won
and the borrewinss from the Bank of Korea, 5 256 million wor.,

The above total amount shows 69.5% of the sources of lcanabl.

funds of M, A.C.I.
Business entrustcd by the Government:
The cooporatives are entirely undertaking the opeoration

and distribution of fertilizer, thrt is cxclusively
franchaiscd by government. This is aimed to plant the

roots of cooperative business among farmers, ard also plays

very important role in busincss training of cooperatives!
employecs,

The Rice Lien loen program which is started on the Goverrrment

Agricultural pelicy, is very importent in aming to better
the rural cconomy by stabilizing the general price level

trrough maintaining o fair level of rice price. And it has

been Implemented succes fully in every grain vear by
linking of marketing 2nd crecit scrv1ce in Agrlcultural
Coopcratives,

Guidance and Supcrvision

Government contributes a great deal to help Agricultural

Cooperatives on the basis of its establishment and business

operation. On the other hand, the Cooperatives deserve
the proper guidance and supervision by the CGovernment.

Problems:

1)

2)

3)

H)

5)

In the rrice

It should be frozen te argue with regards to asscssment of
income taxes to Agricultural Cooperatives.,

The Government should finance more funds for development of
Cooperatives (Fither loans or grant).

Supcsrvisory authority of tle Covernment should be coordinatced
and harmonized.

Somc of the cooperative business e opcreted for the government
as the agency. When the ccoperative is engaged in the governr.

entrusted business, government should nrovicde all the nececssary
conditions and the rrogram diould be undertaken on the sound

and recoscneble conftract basis.

deterninstion of the farm -~reducts, the represent-
ation of the veice of the farmers thrcough the cooperatives
should be extenced,

nt
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Beononic Background

Jdepal is predominantly agriculturel country. 94w of its population, which is
approximately 10 million, find employment in the agricultural sector. It is the
base of our econony, because 66p of our national income come from this prinary
industry.

The over-all daveIOpmcnt of our econony is dependent upon the developrient of

agriculture, Increasced gyricultural PrOuuCBLVltJ 1s tne baslc source of capital
accumulation, Ipn the initial ste ges of our asvelopient, agriculiure 1g tne oniy
source fron wasre funds re uired for building ecoaomic wad soclal iafrastructure

~

aid alge for bhe expansilon of industrial sector cai be tapped.

do far-reaching econonic QbelOpule 1s likely Lo occuwr in a developing country
Like idepal until the farming metnods and oubpub of agriculture first undergo
Loprovenent, This needs the chaagc in the attitude of fermers alsc towards unew
Farming techilgues ane also the provision of finonce aceded for bringing in such
a change in the methods of cultivutioa,

situation Rerarding Cooperative bovencnt

With a view to broaden the scope of economic growth of the agriculturists by
accelerating the pace of ceoital formation in the rural sector through the
coopcratiVe QOCLQtlbDF L Jepartment of Oooppratlch was o¢stablished in the yoear
1955, s v byplcal to this region of this region of tne world a conventional
aupproach was uibrb so far as the cmphasis o multiplying the number of these
socictles rather than putting eaphasis on its gualitative growth was concerned.
upto 1961 emphasis on such multiplication wes the koy note of the policy adopted
by the then ruling party. Yils policy had its inherent defect, The bullding of
1nfra-structure aeed for a sustained growth of the movement could not keep pace
with its hasty multiplication, 4s & result wost of these cooperative societies
naturglly could not attain a staze of economic viability., On the basis of theilr
poor perforicice 1t can be sala that thiey have failed to sone extent to accomplisi
the tagk they were entrustcd with,

Ihis could be corrected only when & hew approach was adopted in the formation oi
the policy regording cooperative movemeal by the new government. This new
Government is highly oricnted towards the philosophy of Pauachayat Democracy
initiated by our King mehendra., Strongly believing in the fundameatal rights of
the people the prescat Panchayat oricated Govermment had already started assoclatin,
the common manh in the administration of the Govermment ond the implementatica of
all the plans and programmes by decentralising the administrative end fincacial
authority in 20 out of 75 development districts. -1l the development programmes
ar¢ now being implemented by District und village level Faachayats (Councils).
These Paachayats, ete. have local elected ropresentatives as their coastituents.
all legislative powers vest with the dational Panchayat — the House of Represen-
tatives at the natlional level.
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Acononic measurcs like Land Reform and coordiaated agricultural development
progzramaes are veln, implenented through thesc local bodics. . compulsory
daviag programne nes been started throuch village level Paanchayats. The
collectioin is very satisfactory, These Panchayats were cven instruacatal in
the construction of storage by local efforts. This saving scheme has zinabled
tae farmer 1a getting out of the clutches of tic indigenous ac well as foreign
money lenters. The farmers hove beca able to tide over the food crisis causcd
by drouzht in certain districts.

 Lhe cooperative socictles arc now called for takiag a prominent rols in the
above programics. fThey are beingreorgo.ised into rultipurposc cooperative
socicties. They will function mainly as the supply centres for agriculturs
inputs, namcly, improved sceds, chemicel fertilizers, insecticides aad imgroved
form implemcats, and will also act as tioe marks ting ascats for thelr mewdors.
fvery owner-former and tcenant wno has depsoited his share of the coupulsory
saving will asutonatically becone the member of tie usultipurposc cooperative
gsoclety at his Paanchayat. 7The savings collected by the loc:l bodies have zot
to be transferred to the accoual of tihc soclctlics ia the Cooperative sank, wiaich
is established by handing over o:i the credit function by the Department of
Cooperatives, This scheme of capital formetion in the ville_c can now help the
they can draw on their

1

(&}

.

24
)

cooperative socicty in utting vorking capital becausc
accounts to meet the crecit aced of vche farmer members for general cultivation.
o 1o 1atercst 1s glven on thege deposits ond a very handsome dividend will be
siven to sharcholders, therc will be sore incentive for coaverting thesc deposits
the surplus left over after neeting the credit - into smarcs of tiac Cooperative

i
1

&i’la{ »

[on e

By the end of the Flaa period (Third Five-ycar Plan) svic 3,500 multipurposc

coorer.tive socletles will be crsaaiscd at village Poachayat level, Uver and
Y (g ()

coove these prinary socletics there will be ualons of thesc socicties at District

Fancheyat level. Thesc sccondery socletles at District level will be-the cons-

vituents of the Jdotioaal Federatioa of Gooperatives,

has been
.

o very dntensive traiaiay progrumuc for the wamilnlstration persoancl
thl"()ub' i

already under way. wouber educablon orogrannc has also beeca started
LObontion on these trailning programiics has beécn NOre coinca:
as bot

€L

turs,

e

ficld officcers. wWratod
in 2ll tre districls where coordinated a ricultural daevelopacnt prograune h
launched., In this coordinated approach Departaents of Cooperatives, .. raicul
and Lend Reform nave pocled their resources to ensurc o suvsteatlal increase in
asricultural productiocn. The Cooperative bank has undortaxca the regponsibility

of mecuting the credit accds of the farmers in rcelabtion to the procurcieat of

improved secds wad fertillzers, etc., by him for better Lfarning.

Current Probleus

(i) Reorgination of socictics;

went of tihe reorjanised multipurposc socictles;

(ii) sanog
(iii) Train.ng and educction;
Provision of technical cssistance in connection with warehouse and

ninor irrizational canal construction;

D

(v) Propozation of Cooperative Friaciplcs ia the illiterate ass.
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INTRODUCTION

The Cooper:bive Movement in Malaysiaz dates back to the year 1922. i3 a matter of
policy, Government introduced the Cooperative Soclebics Enactment primarily

the development ~nd control of thrift and credit societies. This Luw was ropealed
in 1948 and a new Low titled the SQOOerctlv“ Soclietics Ordinance wasg 1nuroi ced to
promote the development of all types of cooperatives. &t the gwms Gine, Government

cstablished o Department callsd the Coopsrative Sgo
and promobe tho Movomoent among the voople. The Duport
Divisions of the Ministry of Agriculture and Cpopsrabi
Cooperative Dovelopment is the Technical Hoad of the
the Registrar of Cooperative Socleties.

cisbiss Departmant to uncouragu
nent 18 now onc of ths

ives., Th: Commissionar for

Division., Hz 1s concurrcntly

2. Cooperabtive sociotiss are raglst’r:d under the OCoopurabive Socistiscs Ordinancs.
Ihe Commissionur for Cooporative Dovolopmont , with the assistancs of his officors

opa

and cuditors, helps in the growth and development of the Movement. A8 Registrar,
hs sees to it that the cooperatives observe the Law and Sheir registercd by-Luws.
wis doveloped inbo two distinet and separate streams -
hzen reagsons for such an artificial division, but
now. fwo apex organisations scrve both tho soctors -
”urwl cooperatives ; and tho Sooperative Uaion for

sd to wold the two sactors and to unite thom into
uolitbdd has n g2t up roscenbly to ottond to

. Ihe Movenzsnt in the pns
rural and urban, There
no such reasons 2xist any
the Cooper~t1vu Apcx
urban cooperativos.
onz National Movenaont.
this mabter.

POLICY OF GOVERINMENT TOVARDS THE "1V 4 {uN[

4, The Movement is recogniscd and ncespted by the Governmsnt as onz of bthae principzl
instruments for the cconomic uplift of the peopls, particularly thoss living in tho
rural areas. Government poliey i3, thwreforu, to eucourage ~nd stimulabe the growtn
of ths Movement ,

5. ab the same bime, Jovornment strictly maintains o poliey of non-intorfurcnce in
the intornal affairs of the cooperabives., Thors iz no Sgabe conbrol ab all. Tho
cooporativss arc free to manage thelr own ~7falrs in accordance wibh tholir rogis shured

by-laws, Thsy are purely volunbary and democratic organis—tions obsurving tho
principles of th: Rochdale Tionzers.,




6. It is the aim of Gove
most of the functionz no
becn mads

townrds this ond.

2

bk upon itsclf
Astart hhe sdroads
irstly to

rament that the Movement dio¢1d eventually
w exorelssd by tho Cooporatbi Division.
soveril measures h¢vc buen introduced, f

o

improve the finaiacial position of the ~pex orgarnisation, and s2condly to have mors
trained personnsl within the Movement .,

7. T'ae Law hag rocently boen amended to provide for compulsory annuszl conbribubions
to be made botn Uo the apex organisabion and the Cooperativs College of Milayeia by
thc cooparatives, Such contributions have up to now bizen on a volunbary nasis, Tho

Law further provides for
tne reserve fund without
to mambers,

8. The Cooperative GColloge has bhao

facilitiss to meabors of

n study tours,
service of the
cnable them to undertaks

ASSISTANGCE PROVIDED BY ¢

and to attend con™s
Government ,

annual allocations to

annoal swrpluses

to be pald out of the
facting the appropriabtion of

such anounts
in any way afd

n expandod provide for =dditional draining

cooperabives. More =nd mors membors =rG beliny cont ovorsc

renece and scminavs,  Such acmbers, who ars in ths

are accorded unrecordsd 1u wo facilities with Tull »ay to
and to abttond such tours, conforonces, and sominars.

GOVERNMANT

9. In implementing 1ts p
to the Morement, Soms o
(1Y 4 Coop tive
with = cndre
sducational,
(2) Cooporastives
< 5) p« 3 rl ‘t Vr <3
othyr Torms
(4) Loans on raas

to

Jnrusl grants

s siet then

saveral substantial contributions

wpsnded below.

Govarnmant makos

aTo

AR

olicy;
£ the principal onss

and Cooperatives,

Divisgion of th2 Ministry of jAsriculturc
of treoinsd officers and aulibors, proviilss promotional,
anl supervigsory assistance to coopeoratives,
wre accorlodl frse registratisn under Lthe Law,
are excmpuvsd from paymnsnt of income bax anl soversl
taxcs , il stamp duby.
onabla and modurabs torms proviicl bo cooporabives
1 in the furthorance of thoelr operations.,
are male wailable for the upkecp anl running of the

Cooparabive College of Malaysia, Quibte latsly, substanbinl cxbonsions
tn the Golloge woers mols at Governmoent sxponse.

(6) SSATY, DA To st cxpurienced oiflcors the Cﬁjocrativa

ars szeonizl o cooperatives bo assisd tnwm during thel
3 o growth
L[]

(7) Unrseordsd loave facilitise with full pay are accorisd to Goveroment
emnloyess who attond braining courses, confueronces, 1nl scninnrs,
jlthuf at homs or abrowl, in their capacity as mombere of coopuratives,

(8) Other Gororament agencics such 23 the Isfsrmation Department, Film
Unit, R-31in, anl T=levision, provile vairie? forms ai 288istance in
the olucatisnal anl publicity programmes »f tha Movemant .,
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ROLE OF COOPER,IIVA 3 X ORG.AIS.ITONS IN
COOPER..TIVE DEVELOSPMENT

10. The present role of the ~pox organisations is & promoty the lovolopnont oF
the Movenment in conjunctiosn with the Government. Tic role is oo play.! in 2
number of ways, somz of which are guoted below,

(1) 4 confarcncs of cooperabtives is hell nnnually to liscuss anl
docile on mabbors of common intercst o5 the Movemsnt , antl o
represcnt mattors, if any, to Govornment for imploment wion,

(2) D=cisions male 2t such ~nmual confirences have resulbtol in the
astablishment of such now types of cosperatives, wnl in the
motification of laws applicable to eaoporatives.

(3) Other forms of cosperative confercnces an' seminars arc organise?
28 ani whon roquirsl,

(4) .arrangemonts are mals for tho participabtion of coopurabivaes

at such conferonccs ani sominars,

{(5) By being well representsl on the Board of the Soopernative
Colloge of Midaysia, the vitics of the Colloge are
promotul towarls the best intorssts of the cooperatives.

(6) Newslutters anl circulars on the Movemont at homs anl sbroad
arc issuzd at periolical intorvals, 1 molust library has baen
st up for thz benefit of mombors of cooporatives anl is being
gradusnlly built up.

(7) Loan roguirements of cooperatives are negstistel with Govornmont
anl obher bolies., 41l such loans arce hanlle ! by bthe apox
organisation which leciles on the mannor and grant of loans to
ncely cooperatives

1. v wlrealy sxplains’; the policy of Governmunt is to cneourage ths Movoment

to look aftor itsclf without relyine much on exbernal assistance, The stoeps baken
towarls this lircction have also boen oublinel carlier in this report., It will,
however, take timne for the offorts to bear fruitful rosults, For the time being

therefore, with the limited rosources b ite immadints lisposal, the role of ths
apeX organisnatisns in cooperative livelopmoent will no loubt be limital,

CONCLUSION

12. Government policy of enwmuraging the growth of ths Movement without
way interfering in the inbternal affairs of the coopuratives themsclves, all:d
to by the desire to establish an inlupenlent Moveusnt, have among othor factors,
contributel to the happy ties anl! close rel-tionship that exists so well hetwoon
the cooperatives anl the Government., Such gool tics +nl relationship naturally

tend to bring about the desirsd rusults for the benofit of the Movemont ant the

country as a whols,
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I, Introduction

Government policy toward cooperative development in any country would certainly
depend on what the Goverament expects the cooperatives to accomplish, If, as iu
some of the developi.y, countries, it is used as an instrument of Government

policy in the cconomic sphere, certain specifi¢ legislation is needed.  an examplc
of this type of policy would be when rice procuremciat and distribution or irriga-
tion development is given as a monopoly to Goverioment cooperative institutions.
Undor thesc circumstances, once a monopoly is issued, the control of inefficiency,
dishonesty and unfair practices becomes a major portion of cooperative policy. {r
as in Bast Pakistan where cooperatives are involved in purchasing, processing anc
marketing activities, they quite frequently run into unfair and unethical business
practices, Since cooperatives tead to have a higher moral code, they are unwilliii_
or unable to compete in this type of market mechanism, Governments have a respon-
sibility, not only to their consumers but to the developing cooperatives to contrcl
these unethical proctices throu,h proper legislation and enforcement.

In developing countries there is a tendency to have higher returns to investnent
in the industrial sector., This can cause disinvestment in the rural areas which
should in fact form the basec for a nation's industrial development. One role the
Government can play is to regulate this flow of capital by taxes in the industrial
sector and reinvesting the capital in the rural areas through grants and loans to

rural cooperatives.

History has indicated that in order for cooperatives to grow and thrive, the menboru
should be well informed and have a rgasonable level of education both of a gencral
and subject matter nature. The general and extension educational programmes arc
rightfully a job of Government to [inance and perhaps execute. Government

policies dedicated to increased education nake fertile soils in which cooperative

can grov,

In order for cooperatives to fulfill their desired devslopmental role, good
transportation and communications are almost a negessity, Providing adeguatc far::
to market roads, postal and telephone services, and elegtricity in rural areas is
beyond the scope of the cooperatives in most developing countries unless the finan--
cing and leadership comes from Governueny, Here too s, in my opinjon, a proper
interest of Goverament.
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The Government of Pakistain, and the Provincial Governments of both Hast and West
Pakistan seem to be keenly aware of these facts. Policy declaration of the
Government of Pakistan on the organisation and development of cooperative
societies (February 1962) will sufficiently bear it out.

The small man must be helped to overcome his weakness and isolation by joining
hands with other persons of limited means.  He must be raised in social scale and
transformed into a free respectable and self-reliant citizen., The vast resources
of human labour and finance which lic scattered in the country should be organisc:
on cooperative basis and small producers of all types, farmers, labourers and
craftsmen should be encouraged to form cooperative associations in a spirit of
self-help and mutual aid sc that they can coantribute thelr highest potential to
the economic aad social lifc of the country". (i)

II. Cooperabive Movenent in Pakistan

The Cooperative Movement in Pakistan, as in other parts of the Indo-Pakistan
sub~continent, dates back to the year 1904, in which the Cooperative act of Iadia
was passed with the primary objective of finding a solution to tie chronic problern
of agricéulturc credit through the organisation of cooperatives. The act providaed
for the ggriculture credit socicties of unlinited liabilities of the Raiffeisen
type. The nct was later amended in the year 1919. The amended act provided for
the establishnent of all types of cooperatives - credit as well as non-credit
ineluding Central Cooperative Danks with limited liabilities. This amended act
still works as the foundation of the cooperative movement in Pgkistan.

I will iry to zive an idca of the cooperative movensat in East Pakistan and the
present position of the cooperatives in West Pakistan. '

III. Cooperatives in tiast Pakistan

b the tine of Partition in 1947, in mast Pakistan thore were 26,664 agricultural
credit socicties. HMost of them were on the verge of liquidation. By 1956-57 over
24,000 werc under liguidation. (ii) ' '

The central banks faced with bankruptcy. The credit structure almost disappeared.

The cooperative movement in East Pakistan, therefore, had to be started almost
afresh, The provincial apex bank was organised in 1948. The cooperative movaicnt
was reoriented in the light of ‘a report of the Pakistan wgriculture snguiry
Committce headed by Lord Boyd Urr (1951-52).

The cormittec recommended the formation of multi-purpose societies at Union level.
The reason behind organising cooperatives at the union level instead of at the
village level was that smallness of the primary units often proved uneconomic and

(1) Source - East Pakistan Cooperative Union

(ii) Credit Enquiry Commission Report of Pakistan, 1959, paze 20.
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3.

that suitable persons were nvt always found within the small arca of a village
for managing the aifairs of the socicties. (i)

In East Pakistan there werc 7,352 socicties of various types with o total nember-
ship of 1,155,421. The soclebics had a peid-up share capitel amounting to

Rs. 36,946,769/-, meibers deposit with the ceatral banks amnounting to

Rs. 282,689,215 till the cnd of June 1963. (ii)

The cooperatives in East Paokistan now cover different ficlds of activities as
enumerated below:

(1) agricultural Cooperatives: wims at making thc needs of credit, marketing and
supply available to the furming population who are members of cooperatives.

agriculturists are organised into union level multi-purpose societies which are
affiliated to central multi-purpose societies and/or central cooperative banks at
thana, sub-divisions or district levels. The central societies are affiliated to
the East Pakistan Cooperutive Bank Ltd., which 1s an apex organisation.

(2) Rural Cottare Industry Cooperatives: wrtisans engaged in handloon and other
cottage industries are organised into cooperative socicties at village, union or
thana levels accordiag to coacentration of such industries in the area,.

Primary industriel cooperatives are affiliated to central industrial cooperative
organisation called the industrial union which is organised at Thana, sub-
division and district levels. The objcctive of these cooperatives is to meet the
credit needs of the members, to orygaise supply of reaw materials and to provide
marketing facilities to Industrial Unions.

(1) wdnministrative structure of Hast Pakistan

Pakistan
Province of Province of
fiast Pakistan West Pakistan

!

Divisions (4)

Districts (17)

Sub-Divisions
Un%ons

Villages

(ii) Source: Cooperative Statistics & Research, Cooperative
Departnent.
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(3) Fishermen's Cooperatives: Fishcrnca are organlsed on village, fishing area, or
thana basis according to the concentration of fishermen in any particular area.
The primary cooperatives are generally affiliated to a central fishermen's coopera-
tives at sub—divisional and district levels and in some cases the primaries are
directly affiliated with the provincial apex organisation, the Provincial
Fishermen's Cooperative Society Ltd. The Proviacial Socisty supplies credit,
procures aind distributes raw waterials and helps in providing credit facilities.

(4) Insurance Cooperative: One Cooperative Insurence Society has been organised
which undertakes insurance of various kinds and for various purposes, It alms at
ultimately provicding coverage for crops and livestock.

(5) larketinz Cooperatives: inerc are two marketlng societies, viz. mLast Pakistan
Cooperative Jute rwrketing Sovclety Ltd,, and wast Pakistan Cooperative Marketing
Society Ltd,.,, to which the central socictics and sometimes the primary socleties

arc affiliated,

(6) BEducational activities should occupy a very important place in any cooperative
novement, The East Pakistan Cooperative Union Ltd. was registered on June 16, 1961,
and formally inauzurated on sovember 4, 1961, as an apex organisation of all
cooperatives of Last Pekistan to meet this very important need.

a, Government's Role in Cooperative Development

Since the beginning of the 2nd Plan (1960-65) Govermments both Central and Pro-
vinecial, are taking interest in the development and rehabilitation of cooperatives.

The exteat of Governmcat participatioan in the first two Five-year Plans and its
~llocation for the 3rd Five-year Plan will show Government's increasing interest
in the field of coopcrative development.
(i) Duria; the lst Five—year Plan oaly two schemes at a cost of Rs. 2,468,000/~

were taken under the development programme,

(ii) Durin, the 2nd Plan period (1960-65), Xs. 110,000,000/-* was provided for
the implcuentation of 13 projects.

(11i) The Third Plan projections call for the implemcitation of 17 projects
o total coslt of Rs. 228,000,000/-.%
B, Principles of Goverament participabion in

Cooperative development

Government's particlpetion ia cooperative development is based on the following

priaciples:

(1) Training anc Ecucation
(ii) Promoticnal Work

(1ii) Participatioa in Finance aid anagement
(iv) audit and supervisioi,

* Figures arc for mast Pukigiaa culy.
Sourcc - .rticle in the daily lernla, dews dated dovember 6, 1965, entitled
'Cooperative tiovement ia kust rakistan', by M.l. Gaman, T.Q.a.,
tegistrar of Cooperative Socictiles, kast Pakistan.
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(1) Lraining & Bducation: The mast Fakistan Gooperative College and 4 Zonal
fruining Institutes have beca established. The Cooperative Union has been set
up and the Cooperative otatistics and Research organisation nns boen organised
during the 2ad Plan period to cater to the training and educabional aceds of the
Government officiale and the Cooperators,

(ii) Promotional work: Governmcnt provides officers at diffcerent levels of the
cooperative orgamisation for promotional work.

(1ii) Participatbion in Finance and Manasement: The wtate Bank of Pakistan
finances the short-term credit to the Provincial Bank at 3% to finance the central
banks which in turn finance the multipurpose societies to give credit to the
mempers, Government providcs long-term loans uader development plans for the
coastructional work of the cooperatives, to meet old liabilities and as working
capital, Government also contributes to the share purchase of the apex provin-
cial organisations. 85% of the credit requirement of the multi-purpose societics
come from the Govermaent sources and only about 15% of 1t is met from the sharc
capital of the nmemberg,

(iv) audit: audit is an oblisatory function of the Department of Cooperative.
It carries out this cblijaticn tarough its own auail officers or by appointaent
of ‘audit firms to do the audlt.

C. Schemeg under Sccoad Five-ycar FPlan

Besides the establighment of the Gooperative Collc‘e, the wonal Institutes, the
Cooperative Union and the Cooperative Statistics and Hescarch organisation, the
2nd Plan had the following schemes under dovelopment plans.

) The development of cooperative credit and marketing structures
) Development of cooperative land mortgoge bank;
) DeveloPmeat of fisheries cooperative SOCthl€S?
) Export of fish throuszh Khulne Fishermen's Cooperative bociety;

(v) Development of scriculture industry in Rajshahi;

(vi) Development of brass nnu bell metal industrics through cooperatives;
(vii) Devel opment of weavers' coopcratives;
(viii) Development of conswicrs' cooperatives.

In 1961 the hiast Pakistan Jute Mills was established with the assistonce of East
Pakistan Industrial Dovelopument Corporation and Industrial Development Bank of
Pakistan, and curing the first five year plan the Bast Pakistan Cotton Spinning
Mills was developed with the setting up of calcndering machines which now number
five in all,

D. Projection for the Third Five-year Plau

The highlights of thc Third Plan development schemes are the setting up of a Jute
beiling press and one susar nill in collaboration with the Hast Pakistan Indus-
trial Corporation. Other schemcs covering cconomic activities in the field of
milk production, salt manufacture, silk industry, cane 1ndustry, jute transport,
and housing have been included in the plan., (i)

(i) Source: Cooperative bHovemcnt in East Pakistan by M.l daman, Teges., C.5.0.
(see foot-note on pare 4). ‘
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IV. & Syvnopsis of the west Pakistan Propramne

‘Cooperatives in West Pakistan also cover similar ground and the principle of
Government participation in cooperctive efforts remains the same,

They cover the different field of activities which can be broadly classificd
under the following heads:

(1) Banking ,
(ii) wgriculturc Credit aand production
(iii) Consumers' Cooperation
(iv) Pronmotion of Industries
(v) Training aind Zducation.
Under the ugriculturc scction they have cooperatives farain, socictics, bebter
farming societies, and tube-well socleties,

The tube-well socicties have a total command area of 89,587 acres of which they ‘
have been able to provide irri.ation facilities to 57,366 acrcs with 256 tube~-well.)
up to the end of Scptember 1965,

is now a cooperalive sugar wmill and a cooperative textile mill in-the inuus-

gector ana thc cooperative banks provide credit facilities to other indus-
societles and individual members of such socleties to conduct their business.

There
trial
trial

Till the end of sepbembor 1965, thiere were 29,285 socicties of different types
with a total neubership of 1,554,032, The societies had pald up share capital
cmounting to Rs, 106,68 millicn and working capital of Rs. 1,150.76 million. (i)

V. Conclusions

The cooperative bovenent 1n the Incdo-Paxistasn gub-coatlineant has been a Goveriament
sponsored moveuent, Its all wes to mobilise tue pecople of small neans, parti-
cularly the rur.l farm populetion, to jolin torether to pool tuelr energies and
regources with the objective of solving thelr problems through creation of self
sustainia, organiscticas. The results have not been uaitorm. Govermacab
initiative amade it possible in many places to organisc oo cooperatives., In
mest Pakistan the cooperctive wovencat cannot claim to have succeeded in its
objective as yct.

Governncint help isacccssary at the initial stage and the holp is now forthcomin.,
But unlcess the Governnent assistonce caa help gencrabte the nceded vitality in the

movement, 1t may not lcad us to the desired joal.

Government is providing capitel aad persoanel to sbreingthen the apex organisations
so that the apcx orgasisaticas cai 1 thelr turn help their meambers, But unless
zo0d cooperatlves crecorganised at the levels at which scrvices and supplics will
nelp in incroased productios cad unless such organisations can mobilise their
members for productive work the puring of Jovernmental resources might go down

the drain.

Supplics and services are necdec but ualess supplies and services are in demand
and arc properly used, mere creation of facilities cannot achieve thie end resulb.

(i) Source: Mz 1bhly Progress Report on the working of the cooperative socicties
in west Fakistan for September 1965,

v

¢
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Thouch soume tangitle effort is bein  nade to revitalize tne apex orgaalsabions,
it is feared that coouph attcabtion is not paid to building the jround level
organisations. The result has becn that therc are lots of cooperativis but few
of these are or_aalsations with the drive, i1aitiative and even the desire to
build themsclves into self-sustaining organisations.

wgriculture credit is a prime nced of the farmer but it is not his only need,
Even to use the credit productively he nceds other scrvices and facilities.,
Unless the cooperatives. caua help him in solvin. his other problems also, it
mey not be able to keep his intcrest in the organisation for long. Coopera-
tives should be problen orieated wund its eneryies directed towards finding out
solutions of those problems which beset the farmer, Onc example would be, it
is not enough to provide credit to a farmei unless he can be helped to increase
his production. We necd to help him to learn better mcthods, to sccure better
seeds, to protcet his crop from insccts, etc., Iacreased production may not
nelp him unless he is helped to obtaln a good price, wll these need the
creation of the needed services cnd facilities, This is difficult no doubt but
must be organised,

Government is nelping the cooperative to establish processing industries anc
aerketing organisations. 1a the developing countries, managerial and technical
skills are lacking. Govermment offlcers, 1la most cases, are put to run business
ana industrial units, Goverannent officers, as such, [casrally nake poor busingss
managers because by training and traditlioa they are aot built up to manage business
industries. Without needed tralning:, Goverament orficers in such positions would
tend to weaken the orpanisatious. Thereiore, il we continue to usc Government
officers for managing cconomic units, additional ancd business-oricnted training
must be provided.

With will to succedd zod with accocgsary services cnG facilities created, ©
no reagon why it should not be possible to usc the cooperabtive as a vehicle for
development,
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Experts” Conierence on the iHole of
Government in Coop Development, Bacl round Paper
Banckok. January 1966,

) THS COOPERATIVE MOVIMINT IN THE PHILIPPINLS
Isid¥s T Lonesz
Director
Cooperatives Adminicstration DJifice

Hanila, Philipnines.

INTRODUCTION

A, The Philipoines

The Philippinoes, one of the develoning countrics of Asia, has becn a soverclon
nation sincc July 4, 1946, vhen it rained ite iadoonendence from the U
States. The territory consists of over 7,000 islands, large and s
and waters gbounding in marine 1ife, The A arca 1s around |
squarce miles, and the coast-line moasurcs reardy 11,000 miles. 5o wvide
is the Philippine Archinelaso that thernnoot island is 071“ 65 mllQS
from Taiwan while the southernmost island is only 30 milcs cast of Bornuo.

Lde

On the larser e
tirht

characterized by zh ra - family solicari
Milininos, as the citizons of our conﬁt“v arc called, are Hrodomin 7
Christians, a fact dircctls attributabloe throoe ;nﬂ o half (bAtArleu
of Spanish colonization and fifty vears of Amorioam rule.

+ -

I3
Liae

The level of literacy is one of the hishest in Asiz, ¥ilinine :
national l“an“TO and English a scecond lunmuage which is also tiie medium of

instruction in the schools. Snanish is requirced in 21l collepc-level courses
and is widely svoken by the cldors.

]

Our princinal citics are Manila, the main »ort of cutryg Quezon City, the

. ’, 4 ,
notion’s cualtal; and Cebu and Davoo, our trodo ports in the South.
B, Economy

ne hiliporines has heen his d‘f 21l rooted in asriculture

¢ b iazcovery of itro in Lho carly mart of the 18th conturr
and throush 400 years of the canc with other leianw
countrics with o colonial “nvoi”ﬁ rale hag
earncst offort on tho »ar ¢ the country
accustonied status of an az 17 berritory
finished »roducts irmorted ce.
le bear no 111l-will toward cur foimer nasters, ! ted as wo are to thoel
Smanish influcnce for. our ift of the Christian faith, Tto the United Status

r

T h L
for our educational system, ad “o hoth for a workable bagis for ou
wolitical and lugal.ajstoms.

Anrieultural sroduce continuc teo he the noin omort ltems of

by sugzar, We still =rovide o sizuable noriicon of the homy regulrement of the
) Fe S o | ’ P -

world, and half of the world’s supply of copri.
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stablich & dynamic bhasie for fun

multiferious problom proposc
roar 1943 to

Among the
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common man, and the domir alicne in thr
C. Govoramunt
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Current political activit is solidly bascd on 2ll lev:sls, on a two-ndarty srston,
I

the two major partics beinz tho Liberal Party, and the

s
Nacionalisto Part:-,

D. Coomeratives Administration

Under the exccutive branch arc the various Denarinents
Seccrctarys; and under cach deparinent are the difforant
headed gonerally by o Director.

The adninistration of coonerative laws, as an axccutive function,

devolves unon the Cooworaulvcv Administration Office in the case of non-

acricultural cooperatives /u*o‘ the Acricultural Credit Adminiestration and

tho “frlcbluural Produetivity Cormdscion. The CAO is one of the burcaug uador

the Dep rinent of Commcrce and Industry while the ACA and the APC arc

agencics under the Land Autnorlu;,

The Cooperatives Administra ti“ﬂ Office hag jurisdiction over all non-ajricultural
Ooratvvcu, guch as crcd n onguniers cooneratives, indusgtrial

und service cooporatives, :nd %bu varioug tedorationg of rnon-azricultural

cooperatives, Thig ageney administers Repunlic det No,2023, the Philionine

Non-agricultural Coonecrative fct of 1957, which »rovides tho ceneral

basic law and congolidates and amends prior laws o non-an rlcwlturﬂl

cooperatives. There were ap of June 30 this vear, non-axricnltural coonerativos

operating in our country, brokc: down into credil unions, consuncrs

cooperatives, indugtrial cooneratives and service cooneratives. The
scecondary socicties arc the Phili-sine Nationol Cooncrative Pﬁ“k, tho

Philippine Cooporative Credit Usion Leaguc, 2and the Philiyine Fedoration
of Consumers Cooperatives.

The ACA and the APC, betwecsn which wers allocated ¢ nowers and duties

of the now dofunct Agricultural Credit and Coonerative Financing Adminietrotion,
or ACCFA, norfoms the fuuctions, rosrcctively, of financing and sromotins
agricultu 1al cooneratives, the bost knowm tyme of M”lbh is t‘x farners
cooncrativ  marketing associction, or Falolla,

Thig divided sot u» in the gohers of cooserative adﬁin;strﬂtiﬁn, which 7o

nay congidur inde.d seculiar, dev.loned in 1962 whon Ropublic Act No L321
created tho ACCFA, Renublic Act No.3844, otherwisce known az the Agricultural
Lond Reform Code, last year ruor- aniscd the ACCFA and fitted its functions
and machinery into the largor Trancwork of the adninistration’s vast land
Terorm ProIrartic.

The Non-Acricultural Coonerctive MHovenent

The Cooperative Movencnt of the Philinyincs is commaratively yournpg - it is barely
fifty years old., Unlike in advauced countrics, coonerative develonnont in the
Philinpines is undertaken by tho Government, Our cooncratives are piven wide
latitude in the detemination of their owm JuLth“S and wliclos, however,

the seneral dircetion of twb natlonal offort voward cooporative do 7b¢ownunu
is largely in the hands of the Govoernment, Right fron the vory budnning, the
Governnont providpd the loadzrshin of the Hoverent, In its desire to hasten
the econonic prowth of the country, tho Goverint, in vaviovw e js, has
snonsored the prganluutlon and devoloonent of cooncratives throu h technical
assistaonce, subsidics and other forms of incantives.

o)
-,
i

/ end in the case OF agzricultural cooperatives,
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Divigion of the Coonerative Hovemont
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1. Introduction of the Cocperative Movomont in Singapore

Cooneration is basgically a movpment of the neople. The movement in Zritainr
oririnated with “he FRochdale Pioneers, a group of 25 Lancashire weavers who, in
the midst of hardshlp followin:- the wake of the Industrial Revolution, formed
their first cooperative store in 184/ and thus launched the birth of the
cooperative consumer movemendy., In Germany the vnoor farmers suffered from
lack of capital %o develon ?ir formg and they were at the mercy of unserupulous
moneylendcrs, |\ man called Raiffeisen worked out a successful ﬁcwerc which
turned out to bhe the basis for coowerative farmin:, In Denmark the anxiety of
agriculturists to get the best prices for thelc nroduce led to coonerative
dairies. In Italr labour contract zocicties srew up hecausc the contra tore
were melrine huce orofits at tho oxense of the wot kereg, The origin of the movauentu
is more or less similar in other ‘lustern countrics. They tend to show that
cooperation oricginated with the pcople who realised the need for organisin:z
themselves into a system which aimed at their own cconomic uplif't,

the

In Singapore Cooperation startcd in a rather different mannor. It was
imported. Ingstcad of the movement orisinating from the people, 1t wes intrcdiced
by the Government after a gtudy of the coopcratlvo credit movement in India,

In 1925 the first Cooperative Socleties Ordinance was enacted in Sincanora,

Tt was not so ruch the noverty of the country that was causing distress, but
the lack of thrift and foresight of the country to provide for ‘continzencics on
the part of the wage-earners. he majority of them got into the clutches oy

moneylenders and were heavily indecbited to them, The solution of the oroblem
was the introduction of thrift and loan societies. These societles catered
neinly for the urban sector of the nsowvulation., This aspect of cooreration

5till forms the bulk of the movemont in Singapore.

11, Ixpansion of the Movement and Sarls folce of the Government

The Cooperative Societies Ordinance came into force on 1zt Jonuary 1025,

Mr A Cavendish, Malayan Civil Scrvice, was appointed Reristrar of
Cooperative Societies, Strai=zs Settlements and the Federated llalay States.
lr A Cavendish had his headquarters in Inala Lumpur

Meetlnﬁs of employeez of thc Sinsapore Government, the Sinzapore

‘ Munlclpallf] and the Sincapo: Harbour Board were he 7 in September 1925,

The Pilst Sin apore Seciety to he rozistered was the ngaporb Government

Servants® Cooperative Thrift and Loan Socicty Ltd. Employees of mercantile
firms became interested in 1926, and the Sinapore Mercantile Cooperative

Thrift and Loan Society Ltd was rogistered in 1926, '



The movement was by necesaity closcly controlled by the Coonerative
Socicties Depertment, acting throuch the Rb igtrar and his cocperative officers.,
The Department was charged with the responsibilities of the promotion, supcirvizior
registration and liquidation of coonerative socictilics in Singapore. The
Department and its officers took the lead in puidin: thcse new socletiecs, while
the pioneer cooperators werc initiated into the i~ undamentals of the movoment
and taught the principles of Coouperation. The assistance of the Department was
given in the preparation of the books and forms and representatives of tho
Registrar also carried out the cudit of the socictics. ,

In 1929, Mr C Strickland, Indian Civil Servi
Registrar of Cooperative Socictics, Punjab, India, vi
invitation of the Government and made & study of the
published in 1929 and many of his reccommendstions were adopied.

novenent, s renort was

Due to the peculiar way in which the movenent was introduced into
country, it gathered root in the urban areas amon st the Elél Ish-speaking
sector of the population. These now societies flourished well and beran to
take the lead in the movemens. By 1933 the need for a coordinating bog“ was
realised and 12 thrift and loan societics formed the Singanore Urban Cooverativ

o

Union Ltd, the name "Urban" givin~ an indication as to its 1ield of activities.

During the Janancse oceumation Uoriod, 192 -19/5, all Sinzanorc
cooperative socicties ccased to function, hub after the liberation most o t=
societies commenced business 2gain

@

Representations were continuougly and vi-orously made to the Regisiros
of Cooperative Sofileties for the rate of contrlbavfon to the Statutory Reserve
nd of established societics toc bhe reduced from 255 of the net profit. The

follow1ng concessions were approved in 1954:-

a. After 10 yeors of reg:
not contribute annua
the Rescrve Fund,

stration, thrift and lozzn =zocieties necd o
11y wmore than 1/10th of the net profit %o

b. After its 5th year, ir the Reserve ™und has reached &5 or more
of the subscription capital, the annual contribution may be
reduced to 10%,

c. After the 10th year when the Reserve Fund is between &% and 105
of the subscription capital, the annual appropriation shall
7%, of the nct profit,

d. Where the reserve fund exceeds 10% of the subscription
capital, the annual appropriation shall be 5%.

After the 'Jar, Cooperation snreac into tic fields of cooperative
rousing, cooperative banklp”, cooperative stores and cooperative insurance,

The Singapore Govermncut Officers Cooperative HMousing Society Ltd
was Tormed in December 1943. It Las developed three ‘ousing estates for zovernmen!
employees, and apart from savings of members and locns from other
cooperative societies, this cooperative housing society is financed by lon:--term
loans from the Singapore Government.
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The Sinrapore Cooperative Zanlt wag organised by tic JL*' nere Cooncroti
Union Ltd ard r egistered on 237rd Cchober 1957, T e mein '

is To facilitate the operntions of registercd cooperative societies Wy b
a central source of credit for the cooperative rnovenent in Singsapore, udd of
the deposits reccived from member-societies, tihe cooperative bank hes o dsporit

240,000 from the Registrar of Cooperative Societics, which amount is
from the Statutory leserve Tunds of liguidated cooperative socliecties,

Meanwhile the cooperative department bhopan to identily iltself with e
ral dwellers of the Island State and the fighermen oy the nelshbouring
islands under its jurisdiction., This resulted in the Tormation of Rural Thriit
and Investment, Credit, consumer, production and marketing and general

purposcs societies

By nature, the rural arens used the vernacular lanpuage as the medi
Thus becausc of language diificulties, there gvew wo two sectors of coopernt
which had little contoct with each othei, The Uooperative Union roalised th
defeet and tic need for an intesrated coordinatin- body, Thus in 1953 it
dropoed the word “urban" from its name, in order Lo bring ‘the rural and
urban movemcnte together. In 1958 the Sincapore Jooperative Urnion took a
great step forward when it aifiliated with the¢ International OJooperative Allliance
in London.

Since thie Jar, the cooperative movenmen: Sincapore Lirs rraduall:r
gathered stroncth and made nhenoncnal nrogre n 1947 thoere were 27 socleties
with o members“ip of 13,300 and a workins capital of 1,310,000, By 1963, there
were 109 societies with a membership of 43,357 and o workin- capital of

DR1,314,536. Statietics of the Coomerative 1 venont in Sinsar as &t 3lst
December 1963, obtained from the Resistrar of Cooperative SOCLLtleu, are
shown in Appendix A. These figures lave increascd, but statistlcs for 196/

are being complled by the JooperativeDevelopment 'ivision and arc nol yet
availabhle,

ITT. Present Set-up of the-Government Cooperative Development Division
in relation to the Hovement

s

Today in the off
there is a Cooperativ
Cooper tive 90;1 ti
o1 the Ministry or Law and National Development. he Minlgter appoints the
Registrar and suci: other persong to assist the Tiegistrar in the performunco'
of hig duties.

icisl gector of the Coonerative Movement in Singanorc,
iv Develoomanu Division headed by the Reglstrar o

es, The Divigion is under the Primﬂry Production Department
T

The administration of the Cooverative Sccicties Ordinance is only o small
nart of the functions of the Coonerative Development Division. The Division
is also entrusted with the duties of fosterins the cooperative movement in Tin:
These dutics include :-

Qe Orr"fLsat¢on of now socletles and assigtorce in droafting of
gocleties bye-laws and rules

b. Registration of societies;
c. Supervision of and suidance to of’icials of socicties in the »roper
manegzenent of their societies and nmaintenance of sccounts;

J—

d. Conciliation and arbitratlon of disputes;



e, Incuiries and Ingpocblong;
f. Investization ol complaintsos

g. Promovion of Cooperative fducationg

he Liguidation of societlicss
i. Gencrally acting oo sulde and adviser in the solutlon oi problems

connected Witﬁ the affairs of the soc

In vigw of the slow progrecs in the fnral ccetor, ceupal:s
to propagate the idea of Co&cerﬁuLo“ amongst the ru”al pgoplo.
Mvision hold clusces and ¢ JO talke and lectures on Princinles and nraciise of
Cooperation at ”oﬂmhnlt cont r;s, scbools aend homes o rural cooperators.
Special enphasis is ﬂ&du on the © : that can be derived from cooperci.vi
efforts.
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tie ivision also regularly attend ~enera
cvder to keep iz

Cooperative Officers of
neetings and committec meetiirg of tuae societie !
touch with the activities of tle socliclies and avall themselves on
to . render advice to the solution of problens. lieetings are ncermally
in the cvenings and weekends Toir the convenience of tiwe cooperators who

are employecs of companies, farners and fishermen,

. . : ; - o . . , e
Besides carrying out the annual statublory audit of socleties’™ accounts

the Audit Clerks of the Division also impart knowledse on coonerative accounting

to treasurers of the societicg, Ther often attend wmootings tosether with
the Cooperative Officers so that they can be on the gpot to ive the noceossar

i
fd e
bt et

advice and guidance when problous connected with cooperative accounting asril

Attacbcd Iz o chart showin: the organigatiorcl set up oi the Coomerative
Dovelopment Division in Sincapore, A ix B,

IV, Problems with rerard to the Hole of Covernment in Coonerstive Develoodmziic

1. Thrift ond Loan Socigtics

Most of the thrift and loar socletlies arc rinancielly sownd and
they continue to rake steady proxr sc. Jome of the well esa~o¢1vhcd mocietiesg
arc in a position to manage thelr affalrg without mmch suporV¢slon r the

Cooperative Dovelonment Division,

2. Implovees Credit Socictics

Thesce socleties cre intendad Tor daily rated ump ojcc and they have beon
X be: lese yuler hecouse the tbers G oal b0 borrow more
proved to be lese populer b the members arc not allowed to borrow more
than 30% of their savings. Broadlr s*eaking, uhws b
al s T
o

and closc supﬁrvisior by %%e

Div;sion becausge of
afTairs of the sociaeties.

3. Thrifs and investnent Socict g

Moot of thesc socletics are formed by the llalays living in the rural arce
and in the neighbouring islends, e main object of these cocietics is fto cicou
nenbers to have 7‘owlar saviaze in the socleties, enerall; gpeskins, rog?
of thesc gocielies are not funcitioning as zotisfactorily as could be smpecitoed,
ative Development Division is

[
because of poor nanage ment However, the Coomera
doing its bcst to try and revive itheir acti i

vpe of socleties need constunt
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4o Consumers Socictiesg

The nore popular and cstablished ones are the Public Services Stores
and the Naval Base Tmplovecs Stores. lost of tic consuners socictilics, nowever,
are not makinc satisfactory progress. Generally speaking, this state of affoirs

is due to lack of gsupport and cooperation from the rembers,

5. Marketins Socicties :

These societies have been mostly inactive., This could be attributed to
the highly organised and comwetitive facilities ruling in Singapore. Geonerally
speaking, Marketing Cooperative Socicties have proved to be very difficult to
operate becausc of many reasons. The main reason ig the lack of
cooperatlon amongz the members, llost of these soclctics are formed by farmers
end fishermen who by nature arc individualistic. Avother important faclor

which hinders the progress of these socicties is the difficulty in getting

)

capable personnel who are willing to look after the nanagcnent ol the sccieties,
The volune of business transacted br these societies is gencrally too small

for the engasenment of paid exployecs,

A, Dural Credit Societies

These socicties agolin work anong the kampon: folkg, Henbers take up shares

o]

o Y

No dividend is paid for the first 10 venrs, the ouvject being to consolidate
the funds, Althov one of these societics continued to act as agent for
certain agricultural insecticides, it could hardly nake any »nrofit owinz

to keen competition.

7. Houging Societics

oe

L -

The Singanore Government Officers Housing Socicly, catering for permanznt
Government Officers has built sli-htly over 500 units of nousing for its neulers,
and it 1s responsible to o great extent in kecpins down building costs. The
Singapore Cooporative Housing Society, for non-gzovermmental personncl, on
the other hand, has not donc so well due to lack of funds. Hith the assistance
from the Singapore Coopcrative Bank this society has enabled 17 -of its membor
to purchagse thoir ovm houses with loans,

w

Y Coonerative Banlks

[

tive barks, nanely, the Singepore Cooncrative Sanl: and

=l

The two cooper

o}

s e

ingapore Cooperative Union -

2

N

Thero ig close undersgtanding and cooperation between the Rocistrar, hic
Staff and tho Joopergtive Unlon, Ileciings are arranged, when nececssary,
between the parties to discuss wroblens common to the Cooperative llovenent
and advice and asslistance arcs always readily given b the Recistrar and
his Cooperative Officers.

10, Miscellancous Societies

The Kamporz Jadang Terbakar Genoral Purposc Cooperative Societ; fails
nainly because of the lack of cooperation amonz the wnbers who are cenerall;”

LT e

not intercsted in the affairs of the society.

by instalment parments to foster mainly credit sales anong the aombers themeclvoe,
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The two lLand Purchasing Socletics are progregsing setlsfactorily,

The Arencies, and Conveyancc Soclety is doing 1ittle businOSS, and actlor
is being taken by the Cooperative Devclopme“+ Division-to improve ite unmsatislan.

tory position, ;
: |

i
e

The Singapore Dairy Farmin~ Cooperative Socicty is gtill in a dormant mog
tion. This society fails becausce of the lack of interssy of the mon ;

h
failure to obtain sultable sitoeg for catile grazing.

Grenersl Corments

Therc are two aspects to the cooperative develonnen™ work in Singapore. Wi,
The first is in the urban sector waere the majorit, of the urhan cooperative
societics are functioning well, and the problem i thie secitor is to oo
" o nro
ira netis ed

Byelaws are not violated, to prevent any deccit ox
any perscon 1n the cooperative gocietics, and to se
rative societics are spread to nerb'rs of the SQCiOb
minority, varticularly officials ol the cooperativ
neans. Then there is the rural sector where thore are very fow healthy and
sound cooperative societies, The problem herc 1s to help organice the rural
peoplc and to prorote coopernitive soclotics amongst thert, Oificers ifron
tlie Cooporative Development Divigion should thercfore concontic bc o doing a
creat dudl of extension work; persuadinz the rurel Hcople Jo undeigtand the
benefits of cooperative societics and convincinc then that the forin of

a soclety must be through thelir own voluntary desire and wighes and in their
own openciit, "t not as a meesns of getliing loans or material help from the

Coverament,

cefits of
and not acquired i
010u163, through du

At the Initial stages of the newly formed cooperative socletlies, Oificer
should help them in every way poszidle to run the socleties on a souad footing
but there would be a 1limit to this pelp, and a2ll responsibilities should bs Ul
transferred to members of the societics as goon as posgible so that Officers
of the loopcrative Devclopment Division could give thelr attention to. other
societies, In the rural sector it is important to establish a feow scund
and effective cooperative socistiesg and make them work rather than to
a large number of inceffcctive, dormant societies on hand, Therefore,
strong cooperative societice in the rural arcas would scrve as cood ©
to the people who would then see the real benefits of cooperatives, and
would he the most eficclive means ol promoting cooperative development i
State,

There are four auditors in the Cooperative Develppment DiVi““Oh. Bach
of" these auditors is responsible for the audit of about 37 societlie
accounts, The volume of work dopends on how prouerly the accounts are maintained.
The problem 1g with those societies in thd verrnacular stream vhose treasurers
could not ecven aceurately write aritivietical fi~uvres, To audit the acoouns
of guch societies would therefore reguire more e tl

;_-

fiorts and time. Another

problen is the lancuase difficulties in tho auditim: of the llalay societics

accounts, The societies which are running swmoothly and could af7ord to ney

audit fecs should be advised to have their sccounts audited by nrofegsional
auditors approved by the Cooworative Development [ivigion, so ag to

relieve the auditors from-the existing volune of work,
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I, GENERAL INFORMATION

It is a distinctive feature of cooperatives in Thailand that the
majority owe their beginning to the initiative taken by the Government., As
in most Asian countries, the Thai cooperative movement was introduced not
because 1t wag desired but because it was desirable, as it was believed that.
its spread would bring about many economic and socilal benefits among farmers,
who constitute the bulk of the population in the country. The Government
has & vitally important role to play in relation to the organization,
supervision, guidance, and stimulotion of all cooperative activities in a

spirit of active helpfulness.,

Cooperative Law

The development of cooperative movement in this country was for
many years confined to agricultural credit societies as « remedy for rural
indebtedness, As the scheme was, at the beginning, intended merely to be
in the form of an experiment, no special cooperative law was enacted.

The legol requirements of the scheme were met for the time by an amendment
to the law on associations, passed in 1916, By 1928, when the agricultural
credit cooperative development was well under way with foir satisfaction,

a separate cooperative law was promulgated as "The Cooperative Societies Act,
BB, 24711, giving a wide scope to 2ll types of cooperative emterprises. It
underwent slight alterations in loter years and is still in force, The
Government, however, still confined its cooperative program to agricultural

credit societies until after the Constitution of 1932, Since then cooperative






socleties of other types were also given their place forming a movement of
both producers and consumers in the Kingdom, A list of number and types of
cooperatives in Thailand at the end of 1965 is appended.

The abscnce of the economic and social ferces which provided the
motive power of the cooperative movement in Europe, combined with a low
educational level of Thai farmers, is among the factors which have made the
cooperative development in Thailand a very slow and difficult process.,
However, it has passed from its stage of early introduction to the stage of
active operation, reguiring, therefore, efficiency in the management of the
societies, 1f they are to fulfill their objectives, Consequently, there is
necessity to have adequate provisions in the cooperative law for ensuring
proper supervision and efficient management of the business and operations
of the societies and also for their amalgamation. A new bill on cooperative
socleties which includes such provisions has been prepared ond, it is expected,

will be made o law this year,

Govermment Cooperative /igencies

The Office of the Registror of Cooperntive Socicties is ot present
attached to the Ministry of Notional Development and hended by a Registrar
who is concurrently o Deputy Under-Secretary of National Development. The
Registrar is in charge of the organization, registration, liquidntion,
supervision, and audit of 211 types of cooperatives, as well as cooperative
education and training and other messures for the development of the movenent
in general, He acts principally through three departments constituted
according to subjects dealt with; viz., onc of them is responsible for
developing the credit, marketing, ond consumers! cooperatives program, and
the second is entrusted with the implementation of the land cooperatives
program, while the third is concerned with the audit of cooperatives. These
departments also function within the purview of the Ministry of National
Devel opment.

In the field, the Registrar is assisted by nine Regional Cooperative
Inspectors, under whom there are Provincial Cooperative Supervisors working
in 63 provinces, supported by 182 District Cooperative Supervisors. These
local supervisors are entrusted with the regular supervision, including

general guidance, of the cooperatives under their spheres of cuthority.






Cooperative Fducation and Training

Currently, thc tasks of cooperative education and training are still
left to the govermment cooperative agencies,

Membership education is pericdiczlly conducted in group neetings by
respective District Cooperative Supervisors and their staff under the guidance
of the Provincial Cooperative Supervisors, As a supplementary measure, nine
mobile units equipped with audio-visual aids and teaching staff are dispatched |
by the Cooperative Training Centre, within the Ministry of Notional Development,
to every cooperative locality once a year to help the local supervisors dissemi-
nate information on cooperative activities and rural occupations among the
existing and potential membership, This medium provides helpful repetition for
those educated through group discussions,

As regords the training of comittee-menbers and mancgers of coopera-—
tives, reponsibility also rests with the local supervisors. In this respect,
they adopt on~the=job training riethod for regularly imparting such practical
knowledge as business praoctices, bookkeeping, and policy-noking to the trainces,

In addition, seminars on cooperative monagement and current problems
are arranged from time to time, ot the district or provincial level, among
office~bearers and managers of each particular type of cooperatives, Officials
from the departments comnected with the cooperative development are usually
dispatched to provide technical assistance in such a semminar, which lasts for
a few days, Troaining materials are also supplied by such departments, In
financing the training program for this category of personnel, the cooperatives
concerned share most of the expenses, They are required, under their by-laws,
to set aside a certain percentage of the annual surplus for the purpose of
education and training.

The Cooperative Training Centre conduects ennually, in close cooperation
with the cooperative departments, four refresher courses of two weeks each for
departmental cooperative inspectors, ~nd a four~month training course for newly
recruited junior officials of all government cooperative agencies, Moreover,
seminars on cooperative administration and practical problems are held every
year for the Provincial or District Cooperative Supervisors, The Centre also
conducts research in cooperation for purposes of improving efficiency of its
staff and publicationse.

With regard to information activities, the Centre makes use of radio
and television broadcasting as well as publications issued, in collaboration with

the cooperative departments,






As for higher education, the Faculty of Economics and Cooperation,
Kasetsart University (the national agricultural college}, offers a five-year
course on cooperation, agricultural econorics, and related subjects, Most
graduates from the Faculty arc usually recruited into the government cocperative
agencies, and, after buing given practical training in the ficld, become coopera=-

tive supervisory officials,

IT, SOME PROBLEMS

It is proposed to include in this paper a few of many problems faced by
the Government in developing the cooperative movement, with a view to stimulating
discussion at the Conference,

In Thailand, the slow progress of the cooperative development is

ascribed to, inter alia:

1, lack of knowledge regarding basic principles and practices of
cooperatives on the part of farmers and lack of proper local leadership
to develop it;

2. lack of an adequate cooperative education and training system;

3. lack of non-official participation in the cooperative movement;

Lhe local agricultural cooperatives being too small for econory in
operation, inefficient management, lack of sufficient participation by farmer-
members, extreme shortage of capital, and insufficient attention to integrate
credit with marketing and supply;

5. Shortcoming in legal provisions, particularly in respect of

supervision and amalgamation of cooperatives.,

In this country, although cooperative societics have been in existence
for about five decades, systematic education and training is, however, of recent
origin and only in the early stages, This lack or ineffectiveness of education
and training for a long time has been one of the important factors resulting in
the dormant functioning and winding up of many cooperatives,

, In imparting cooperative cducation to the existing and potential
nembership, emphasis is now ghifted from the teaching of cooperative philosophy
to that of woys and neans for proper application of cooperative principles and
practices to the solution of the farnmers!' problen situation, their rights and
obligations in a cooperative endcavor, efficient member control over the coopera~

tivel!s affairs, guidance in the wise use of credit, improved farming practices,






encouragcment of savings, etc, In this connection, the application of
study~-group nmethod has rccently been encouraged. An inportant initial problen

is the training of lesders and secrutaries electud by thelr respective groups, The
local cooperative supervisors are also assigned the task of training for group
leaders and secretaries, In the early stages, the group leader and the secretary
usually perform their functions with the aid of the local cooperative supervisor.

In the field of cooperative development, the nmaibership educatiomal
progran has to be worked in as an extensively decentralized manner as possible,
In view of this fact, it has been determined that the amalgamation of small-sized
agricultural coopecratives and enlargenent of cooperatives! managenent scale are
pressing nceds in order that the primary cooperatives may be able to gradually
conduct group studies and extension services, in addition to the govermment's
performance,

Since 1962, cooperative subjects have been incorporated in text books
of middle and vocational schools, However, this cannot be given full effect,
Further attempts will be nade by the Cooperstive Training Centre, in cooperation
with educational authorities, to include céoperation as o subject of study in
the teachers! training colleges.,

As the proper orientation and training of deportmental staff and
cooper~tive personnel is imperative, the cooperative departments are undertaking,
in collaboration with the Cooperative Training Centre, to increase the number of
short refresher courses for their staff and provide special training in actual
managenent for managers and other employees of fair-sizmed cooperatives,

One general problen in arranging education and training programs lies
in the fact that the magnitude of such work naturally depends on the availability
of finance and qualified teaching staff, Taking into consideration the vast
coverage of cooperative education and training in the country and the intensive
work required, active collaboration in this field between the Goverrment and
the cooperative movement is needed. A plan is now made for organizing a
Cooperative Union of Thailand, which will perform such functions as cooperative
propaganda, education, training, and research, in close working relations with
the govermment cooperative agencies,

With the passage of the new bill on cooperative societies earlier
mentionéd, strong moves toward amalganation of small-sized agricultural coopera-
tives will be undertaken in order to insure their econoiic viability, ability to
employ trained personnel, and sufficient participation in the affairs of the

proposed Cooperative Union, We nust also earnestly strive to push on an
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increasing scale along multi-purpose cooperatives for integrating credit with
marketing and supply.

Agricultural credit cooperatives have heen financed by the Bank for
Cooperatives. The Bank has a paid-up share capital of Baht 10 million, 40% of
which is at present held by the Government and 60% by the cooperatives, It
obtains funds to finance its lending operations from paid-in capital, reserves,
deposits, cooperative bonds, and loans from the Ministry of Finance and the
Government Savings Bank, The Bank!s net worth does not provide a base for
acquring sufficient funds to meet agricultural credit needs, The National
Agricultural Credit Board, recently appointed by the Government, is now
preparing a necessary work plan for the organization of a new Bank for Agricul-
ture and Cooperatives to be implemented this year, The existing Bank for
Cooperatives will be merged with the new bank, The latter will be given the
role of the agricultural financing institution at the national level, acquiring
additional funds for agricultural credit and cooperatives. Government participa~
tion in share capita2l of the proposed bank will be made to a considerable extent
and, in addition, loazns from internal sources are also expected, Cooperatives
and private institutions will be eligible to subscribe to its share capital,

The main function of the bank will be the financing of existing agricultural
credit cooperatives and those which will be organized extensively, The marketing
and land cooperatives, which have hiterto been financed by government appropri-
ated funds, will also have access to the bank!s resources, Besides, direct loans
will be extended, through branch offices, to individusl farmers in agricultural
expansion areas where cooperatives have not yet been organized,

With finances furnished by thc new bank, thc Department of Credit and
Marketing Cooperatives will be implementing an expansion program of fair=sized
agricultural credit cooperatives cmploying a supervised credit method, Fach
nember of such a cooperative is required to subscribe to the share capital in
the amount of not less than 5 per cent of each loan obtained by him. Existing
village credit societies will gradually be merged into fairwsized agricultural
credit cooperatives,

As for marketing cooperatives, we have recently cnforced a plan to

increase membership financial participation along the following lines:

(1) In organizing a local marketing cooperative, membership must
furnish full amount of the funds needed for fixed assets,

(2) Government loans granted to any l(eal marketing cooperative should,
as a rule, not exceed five times of its owned capital, and they must be used

only for circulating capital, not for fixed investment,






(3) Members arc required to increase their investment periodically,
Additional loans from the Government are available only on a matching fund

basis,

Since the ultimate aim of the govermment action in the cooperative
field is the creation of a self-supporting cooperative movement, another
area of our attempts is the promotion of regional and central cooperative

federations in keoping with the improvement and expansion of local cooperatives,







Number and Types of Cooperatives in Thailand
As of December 31, 1965

Agricultural Cooperatives

1, Village credit societies 9901
2, Fair=~sized agricultural credit societies 8
3, Provincial federations of village credit societies 2
4, Paddy and other field-crop marketing societies 227
5. Provincial federations of poddy marketing socicties 2
6, Salt marketing societies 3
7., Fisheries societies 13
8, Land settlement societies 277
9. Land hire~purchase societies 54
10, Land tenant societies 20
11, Land improvement societies 130

Non~Agricultural Cooperatives

1, Salary-ecarners! savings and credit socleties 77
2. Cooperative stores (ine, a wholesale society) 143

3, Other societies 16
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Mr-F.4. Weeraman, Commissioner, Cooperative Lavelopment,

1. Original Background iuctors

Cooperation "owes its crigin to poverty aznd to the dedire for sone Wy
out cf all the distress and hardships that-overty entails" (H.Calvert
Tne Law and Frinciples nf Cocoeration). Coo eration was thus the s .
of the voluntury assoclation »f persons for the snlution nf thneir
common economic problams. Lo

The movem&nt originated in Burope in the forties oL ®he nineteenth coentury
whet Turope®was experiencing a rapid 1n«uotrlu¢ ’evoluuloq. Ihis

attempt of the poorer section 51 the popul:tion to overcoms the
hardships of the industrisl revoluticn was viewed us = coaspiracy

in retraint of trade and so tended teo be suspected Hy‘tbe govaruments

of the day. Further, Pooperation in ths urdin areas was often

linked in the early days with trode unionism which was then
regarded as o reVCluLlOQ’“V dnatrine, ’

h

FA

In the second half cf the ninstsenth century, the movement wis
accepted ag a legitimate effort but it was only tolerated rather than
welcomed by governments.

With the turn of the century, the govsrnmenbts nf Western Turo
only presared to accept the movement bub alsn ready to oromet
is the pesition today. Yebt, hewever, the orisinal desirs to be 1
of governmznt control remains among these movements and those o
United States, Canada ani.muatralia which grow up in the same
tradition.

In the under-dsvelopzd countriszs ovoer which the western pewers held
sway, they set out actively tec promote the mevement. In these countries,
such as India and Cexlen "Cocoperitlon wes introduced nct bscause

it was desired but because it was desirable", dowever, govermuent
sponsorship is regarded in these countries rnly as 2n inberds

meugure, "to be succsssively relinguished as the movement becom:s

more and mere capable of gbanding on its own feet!.

This maper follows upen & roview of the rols of gevermnment in
coopzrative development. Hunce thers is ne asaed to revisw the
position in this paper except in sc far as may bo nocessary for the
purposs of drawing conclusions. It will have been scen that the
role of govermment in coopurative development differs in each
country brth according to the state of develcpment of the mevement
thers as wall as the views of the govemment concerned in regard
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to the utilisution of the movoment for the furthirincs of
policiss towards the zptablishmont of the walfar. State,

Thers are breadly throe groups of countrics whors the

coopzrative movoment flourishys. Thess in which the gevemmont
cerforms practically ne scrvices fer th: movimont, thesc vhoroe
the zovirnmonteprovidse only oagic fa 0711b7;59 and these whor:

the detive and axtmsive premotion »f Connoration is & reompnlsod
function of th: govornm .nt.

Finland, Demmark, Irelint wnd Gormany zre good oxamplos of the flrst
group. In Finland the whol:z mevem.nt "has bien bizad on the froc
initistive and will of the poeple. If anything, 18 is the sov.oramont
which scceks the ald of the conperative moven .nt ind net vieo voralt,
In Ireland; the Goverament enly makes 4 coubrirution to the Irish
agriculturil Organisation 3rciety. In Gommany the movement his boon
throughout ind=oponiznt of yrverament control. .egislation in ressect

of Cooperation in these couniries has been motivated by the

necessity to repulate mitters affecting the peeple in general. _

So, in Finland, frr example, the CGovernment hés ressrved %he rishh

to supervise apd inspect savings {unds maintained by consunere”

societies. There is no official or semi-nilicial service roncarnad

with cooperatives specifically. <imilarly, in Gemany, the Federal
Cooperative sact provides Inr the dissrlution of corperutive sociebiss

but only "where they are guilty ~f illegal acts er omissions prejudiciul te
the public interest, ~r pursue commercial aims other than those laid

dewn in the =zct." The governrent does not undertaske any uromoflonii

or supervisory functions.

pLAS ci countries

es such as rezistraticn.
s movenant hag been

=g deserving ol sezistance

Mexico, Japan and BEgypt may be
where the sovarmments provi?
supervisicn and education., In
recognised net orly as being
from the state,

Where governments take an achive vart in th: sromotion nf
Cooperation, the backaround ractor motivating tols attituwie
recognition that the cocperative method iz the baost means of

"bringing & national developmsnt plan dewn to the level of the dnnunerable
small preducers on whom naticnal ecenomy ultimstely rssts.!
annthér background facter inducing sovernment .oansorship ~f ths

T

cooperativs mevement in undsrdevs loped couniries 1s that nc otn
body or orsanisation is lLiksly to take the initistive. dspecially
among the rurel communitiss, there 1s notprospect of spontanecus
action on bthne part cf the people due to thair i:norance of the
orinciples of ceooper.tion and the lack ol leadership zmony them.
Further. the poor 4re so pre-nccupizd with the rroblem cf earning

a living -th.t they have littie time to devote to improving their
standards of *1fv In wany unilerdevelopsad arsas  'the inhabitants
tend to be rasigned and apathebic, mistrustful of their own abilities,
disinclined to exert themselves #nd apt to assume that the

initiation of 21l uetion is ths businsss of the government. where
such a state of affairs axists, ro zoverrment cin afferd to neglect




at loast Lo attempt o ¥oster cooprrotion ' thorchy Bl

to brin, into sction organized bodiss ctiv:l, workin: inr
improvarzsnts which thu N ! ‘nxious to fisect

but, ulthout such unofly onl, lo sc

after the lapss of an 1htolur.b1f ons &i csin 1ios

one justirication for govermments gning Dory losid noli-
uations and .ctbively tun1n% i h%nd in fo: Coon ration”,

(W JosH . Campboll t Peoctd ¢l CQO}):ﬁr‘Lt—LOn ]';n asia wnd afpical .,

Anothar beck:iround factor is that Cocperation solves the nreblom of
leadorship wnd locil parscnael the lack i which is o "bareior to
the diffusicn ol new 1dois wnd tzchniues", "Onoweor:ticn his buen
deseribad ws thorkoyston: of in «reh without which toehinlcdl

knewl zdoo &7 fered from the side of the Stats nd entorprise on tho
vart ¢f the pseple will not succeed 1n suppert ng « prosrossive
ruril cconomy .M '

e main bockaround fJOtCrF cr influcnc:s woich 1ad bo o rolitionship
betueen Gevoersments wnd#coopirative movements, thorgfors, are:

nood te give 1izadl oo nition toe conporative scciotios
: : .

c
- to provid: fer tnir propes Ml ome nt nd supcrvision
in the intercsts of th: movawsnts
2. CTh: ne:d to, safsguard the rights of th. pecpl: vis-a-vis

these socletbics;

noed to prevent uany sbuss of the privilesss icecrded to
coonerative sociutisss

c.

4o 7 The need to promote tho mevemsnt Bocsuss -

L

) , . 3
¢ e it dg por se defirabls and ne bedy oth gy than the zevernment
is likely to bake the initiative in premoting 13
b, it is the best mzins of natlonal developments
. . ¢ \ - . o .
cv it sclves the prcblem of th: liack of lsadership and lecal
porsotinel foer the Aiffugion of niw idoos and tochaigquos.

IT. Prgs:nt background ficliorg ’

Ahilst th: forsgeing wrs the background I .ctors which meke for tho
assnciition cf ths Stut: wiﬁh th: coov v tive mevement, thers e
othir tickaround faictersg which influtnes thit associ:tion
has bion .stzblisred. Thos. in fuet are the {ictors mor:
to us % thJ momant . Lh;y LT As fgllcwsf

, ¢ .
1. The change in the wttituds of sovornments towzrds ccopir.bicn.

The colonizl rulgrs of th:t time intended the movomont to b: - truly
indepund=ht onc. They did net seck to iH(L\mgﬁb their schemes of
du¥slopment cthrough the cocop rotive movement.fThoy only xpict.d muca
more wWould bo denz by the peopl. for thumowlvvb through the mevemant,

.




"Whore thiore 1s so wuch walting to W done 2nd so 1ittl: meno;

or manpow;r with which to de it, 2 system which is c.pwble of briaging
into zction an army ol uneificial and unpald agents, working

activaly to produce scme of tho wenefits to which sovernment

agpires, 1s certainly net one wnich anyons can afiord te nogloct !
(Campbell) . The mevement wis intreducad by thom uot hicause it

wag requirsd by the gov.rnm:nt hut becauss 1t was desgirabls that

th: poopls should ke mad. sllve to the }o+3ntialiti;s oL an
“ind:ipsndent pesple’s movement, The szlf-gyvorning charactar of

the mevemsnt was usp:rmrst in their mindse, as is svitcnesd in the
administration Reperts »f the Csylon Heglstrars of bthat poricd.

They wers not dn a hurry bocauss the sovirnment did mt depond on

the movemsnt for the impl montabisn of any of its schomus of
develepment . Thoey went slasly but surcly. 55 in Ouylon frr

instance tho British Gevernment spread the erzdit sovom nt with

grzut succaess. The Ocylon mevam:nt wag started in 1912 z2nd by

1942 there was 2 very strong eredit moveomont. It wis strong by eocp.ri-
tive standards, for 1t was wall on the wiy tc deofficinlisatbion,

Th.r. were sudervising unions and cuenoretive Wanks. Thor: wis

an army f cooporative sub insgsetors padld from an indepondent
fudit und Supcrvision Fund and partly s:loect-d by 2 r gional
federation. Then came the doluge?! The wur conditions of 194
nieeseitated the startiag of the ceoporative stores moveom.nb, The
goveramont wid in 4 hurry. Tuey saw in tho cempcrative movemanh th:
best moans of compating tho dLIflC ultizs »f distribubticn and 8o,
without prep:r prop2ration of th: greund, four thousuni
cooperibive storas sceisztiss wors startad. Hencuforth the
Ciylon se Governmont looked upin coeperition as tht vosht me
implomenting 1ts schomes ef national dovialepment. b ster:s
myvemont was folliwed sceon aftzsr the war bv & drive for
Agricultural Praduction :nd 3al:s Srciztics for the puroisce of
issisting faod preduction. & fuw yeurs the ris 4 drive
for textile weavers” syeictics,

2

In this process the principls af volunbiry wisociatisn.wis averiarzsd
to a large sxtent, The government give thus: syci tics 2 virtual
menepoly in thuir partjcudar ficlds of «etivity by making ths
fieilitins «fforded for .condmie developnont z2vailable enly to ~decDpoTs-
tiv. socictics, The incvitable r,sult wxs thit membors

bscume intctlve and unintorested in their sacictics for hth
thopanegoment and the nombershio teok thinzs frr granted.

Today governments concoivs »f the consumoer mdvament
miinly in torms »f reducing living -costs, the ugricultural
moviment mainly as @ means 2f onesucaging food praduction

ste. Thsy hove therofors no hssitation te utilisc the movement b
serve ths entire n.tion mombers wnd non m mbors alike. They hive
ne zlternitive schermss for the implomont tion »f thoir policics
wherevor socicticzs f211 to deliver the gacds. Thoey 2lso cnnnet
w2lt until the coepiritivos srs eguipes d with the right
l:adorship for undorteking th sc dutis. 3o they svprly the moncy,
the sguipmont, the tichnigu-s ind the mniging prrsenncl, The
peanlo, b)th memosrs nd non momwirs, hiva no choics »ut to

&

- -

nbtuin tho ssrvices se provided Dy th; gtuts in th. nmo »f
Cocusration.
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The round factor horo 18 th desirs of oovornmonts
imolezment neotionzl dovilepm nt plins s which wim 2t L rivid
trinsform . bicn of the cconemy "nd wrz go:r:d to saert t.omm
programm s ol five, or it mest ton yoirs. =5 rishtly .sxod by
Migs Moarsurst Dishy "Oun cocoor.tive dov leimont Lo djusted

to such . time schome? Or will 1% losc rmost »y its conbznt ind
char.ct:r in th: ,rocoss?" Govornuonts. will coatinus to wuse tho
coopaerfive movemont for th. implomontation ef th.oir polici g of
ceonomic growth. It is wdl to roalis. this [et, s will os

th: inevitability er tho r_ sult »f such o tondency towirds
compulsion wnd the croation of cooporitive mocepolics viz., tho
membership bocoming inietive ind unintor stod. Whet medifichtions
shall we suszgest to this univors:l policy sc th:t only the
minimurn horm weuld ps don: to tho content ind chiaractor of
Coopertion?

2. Sscondly thore are 2 numbor ef buckground fictors which tro the

ovoll:rics of the govsrnudnt’s chunzed zttitud: tewiris the
mOchont, to wit:~ '
L]
(=) The atbempt fo =ff . ) nil dev
, baw coopurative i 'e s nees g:rt o & uh, gnv rn*ﬁnt

1to,lf ruinning the soc
of th: noced to proviont 4

gociztizs ruquired for
no w-tk link, If thoare s
conc :rn.d by 20V rrmznt sppointoss = 1s the miin r:isen why
r i

minzzod for

provision wis madc : ¢
of two to four yo: b\wnc the nocussity

to imolon: g 5 svalopm nt, JJVFSQQQiOH for
L uhort }/TLDQ +o rvc*lL m2titors tnd to hnd buck the ponrgoment

to the co would vo.ry well b: silutary
but thlo Dhou¢d bb doﬂu bJ thu socleby’s secondary union or
fodoration nd 2t the secisty’s request. The powers tkon by
the zov rament to superscds thoe conmitboe cinnot amount to the
sane thing. Legel provision for this exdcts in muny & country’s
2gislation wnd it is net lik:zly that this power will be given
up. whit is more, gov.ornuonte will tund more and morce to noMlnLtg to
such sup:rscding committc. s persons of thoir politic:l partiss
will inovit bly 1:24 to th. _xploitition of the
for politic:l _nds, not te spork of the furthor
intursst whien iy oven bo kill:d
o

MOV Glh 2t
doterior:tion of munboz

together by this D . t only will covernments be l:d to
nomin:ate porsons bto superseds committoLs whors the orsunisgation

h.s bocome wisik, bub tacy will svon bo lod te Sup;erd, whars thors
is really no need for it, merely to sitisfy politienl ST8

5
whose sole intsrsst is only tnt of tikingr
of th: «<lseted committss biciuse nf the litter net sucanrt
them 2t @ recsnt local or pirlitentiry sloction? all taxse
unhcalthy tendencics stem {rom the provision for
supcrsession of slected comnitbtoos witu goviornmont’s nermines
which provision is now in th: stitut: Fook nd will not be
removed, It will be tho unenvinbls t.sk of this confarcnce to
find o way oub of this imp:sse.




(b) Ihe chonge in thu pb of the sorvices ronderzd to ths
rovament by the I pxr oI Cocperitlve Dovolopmunt is

ancthor corollizry of thw chwnzc in Yovermmeont’s wttituds to Cenuuri-
tion, Tho miin duty of the D upartment of Ceopartion wis tho
Vduﬂltlon nd training of the memborship. fhe Instictars ttnded

setings of socis fi"b wnd tohught the monbors the aothods nind
pr.cticss of coovcrition. 2ut now ther. is ne time for such
touching, The issnectors :ro prooccupicd with moncgeritil functlons
such .53 tho obtaining, disturseomont and v covery ef lowns given
by the government. 5o the wiitir of prim- itortine:; cductieon in
Cooperition, is niglict:d., This 15 & bockaround f.ctor of tromendous
import. - The only solubticn te this situ-tion rig e bh.t
rsal coop 4 bs undartikon by

1

sis
ent

rotive supsrvision ond ftozeh
the supsrior unlons - the sscondiry «nd tertiary feof.r.tions,

(c) another bickzround icbgr of the prosont duy 15 the dosirs

of govirnments te byposs ﬂoo”;r&tiv; Lunks or h.nks for
cooperitives in the mittar of fin 1 the movemont, Yois undar-
mines the content and ch.r.ctzr of nh\ SOV O The dde d would b

~bivs bank

to supply =11 available governmaent “in’ﬁﬁd to the COUT
or to ths buink sst up by the goviermment far. functioning
bank of the moveament, and leave it te thoet b:nk to lond
socictios on thuir ccop.rative merits. The governmens prafors to lond
dircet to thoe soci:zties implsmenting the particulnr

schume of development ind in doing so ovorlooks tho noed to

observe ths stiundards of coopsritive crodit. all thb ths
govurnm-nut is concornzd with is the quick imploment.tion of policy.

lhis is = background f-ctor *o bz reckoncd with.

uC

d) M most szricus coroll-ry of_Gov;rnuont’s ol i3
per.tive moveament for its nwn curpo
of any d.sirs on the pirt.of *th: gover 'fnt to deo"'
moevzmont. The atten :hoquuick v ugh
lends to mismnagemant splbe of zove v”nuﬁt carvi

lzds to mor. officialidotion? Officials JA,’:~lV¢: wlll not work
for th:ir own climinatic T pfort te dacificiilise must come
from tn. government. RBut sent tendency is ouite *hs

o dmmandad the movement cin nsver

so officizls must coabinuz te bs in
20 for quich rosults nd so tho

opposite. When quick rasuli
d=velop to its full t,t
charze., Officizls will «

vicious gircle continu s, ficislisiticn wnloh wig meonb te be
tempor.ry rhise hasg coms to bo ragurdad s L oporminent

orr ung om ent .

(o) snothor bickground i
p.rt of the -ducited “nd beth.r pl.ced to t.ke wn intersst

in ths movemont. Th;ir-~.ft‘ riscs from the virtusl monopoliecs

which cooper.tives « ind the stringeancy of the law, Thersfore

the butter pliced ¢ int in trying to foster thz movamont and
risking thoir sood i

15 the contrid

cter of importince is the reluctines on the
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vOl mission: ry ol

~1

. : . e s . .
thsre e othor bickzround © etcrs in this rol . tionship:-

in the “ititude o) tno Insvsctor towrds wh.

3 is maothor dImportinit b ckground D .chor in the
urn”'ht GLV relotlonship ©otwoen the 5% t2 ont th, mevor.ng,
Time wis when tho ccopsrotive voetor weo oo brus zuldl,
rhilosophar .ad friznd to th: viil.g r wnd @ miscion .oy
of Cocperition. Th: importinc: r1<c;d cn r'rjd ~eonomic
arowhh ot the cost of cooperative vrineipl g has griduilly

o

=
-

turned thit missioniry inte i ordin ry govgrnm;u
officinl with no speeizl zeal for thoe movenent hoe is
gerving. Glven other omployment of oqu.l monctory vialue
m-ny will not h: glt b b 50 the fold. Tho old bz
e is fast discppoiring from the sconc
ir fiftoes, «nd the now insuoctors
se2en only govioramcat-inspired
t oovor coms up to the old standird. The
elves hove lost tucir missioniry szl
Tir too o ten to compremis: coopor.tive
principl.a with oliticnl dawomdg of the 4y .t the
bihost of the g tn;y gerve.  even o higasr
g 5

bzing now well
tknlq' thedir plec
cooperation o .nd
older genor tie
h:ving bizn con

&
o
f1

cfficials of the Dopartinsat would bocom: lukowirm to
rrinciples of cocrevition, for th: pith of lo.st 1zsistence
is thit of carrying yub orders witiwut oven frying o guide
thelr Minister to wmoke deeislens tht wre ecooviritively

corrant.,

In countrics wers O DT gtin ment s not yob bacoms

Ltruly peopla’s ¢ and @ I the inttistive has yst

to cone from tho offieci 1 15mﬂb:5 QL thiz povement, the

gr duzl disappstrincs he miceicnary spirit ond

of thz convietion th: 5 tion if v "Dherm to be

liV:d up to, 2 wiy of i us b CkJrhunﬂ I“ctcr
the development of the

(b) Tegether with ths forsgoing must he considered ancthor
squtlly scricus bockground Toctor influsneing the
2szocinticon brtwsen ths 3t:te wnd the c.-"r“tivu movarant,
viz,, ths gradul curtailront : andones of tho

fficizls chorzod with the tisk

ivu dawglcpmgnu.
The Fogistrar 13 no longor Mt %; ion of
wovmwvﬂt" 2g Calvort puts it ! in dictited to by
govornment and the ind ,;ndsnce iim by stotuts
buCJﬂGS meuningloss. boo the coop ,L_t\ro s subjecktsd to
political decigions svon in puraly Administrotive mittoers.

(¢) anothsr bicikoround factor is the tonde
to maks frequont changes in the 1

cy of sevoeran ats
istirar and

L

“to ovairleok the nosd to xppolnt mon with,previgus sxpericacs

o1 cooperative develosment to this post. Tae grostest

denger to the movemont is "the f:ddist 2nd the uninfcrmed



8

snthusizst." It is difficalt for ny perscn

to funeticn ascfully w8 2 Hezlstrar unless he hes
served dn thie Dep.oitnont of ~qbp\:rwtlve Doveleopment for
» numosr of yoars zoriicr as a deputy.

a Hegistrir should bu o men whe his imbibed cocporitive
prineciples motnods and practices ind is imbued with tis
spirit of cocperiticn and is alsc cne whe heg drunk dosp
of cocporitive cuxpirisnce bzfore his cppointmeat te bo the
houd of this "gr. .t cduchive b, (Cilvert). He
should be « "plekoo officor of cxperisuce and ruathority!
15 recommended in the Miclugun Hiport. Cne whe his not
gurlified in this runncr for the post will £.01 erey oroy

te politicel mincouvring and 41 to scs ths
incerrectness of instructiins which wre uncocporative pir ss
croare harmitl to bho movement, Thoers is the likelihood
ol goeveroment prelorring za insxperionced officor to be

2t the head of toe movement for it cwn politic:l cunvenionce.,
Wherever that hais hioppened the result has bo.n bt drift

wwiy from Goomeration, ‘

Y h

(d) ancthor bickgrcund f.ctor is th: zsaignmont of the subjoet
of cocooritisn to a Minister whe is chirgod with cther

« Thores 15 the natural tpni@ncy Sor

id cn Cuocperative Davclop aent in the Ti:lds

remes b 3o fi:lds

urvizw of "‘h*r Mlnvst~r o In this

thﬂt crivhisis miy et be

devel prment to whit is

m , : [ bust wrrongamo Ji:

thz subjeet of Cozpsriticn to be assignsd to o

with the

r the 1mplome

svelopment, It his

haive wsgigned ths

i «r of Finunce and in

ss to % _ himself perhops 2

1ng 35 hus bera done 2blve. Bub neitheor rf t

te find the Sdme to give dus attention &

porabive developmoas, as xlmms» ll

cnal dev l»gqﬁnt hove to be dmplemented th

sceisties, 21l Ministurs in churse :t

sumg Ztbtention from the Min

be igsured only if th

' 17 n:t resp. ﬁulblu for
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Minister fir Curparet
-any.spacial schums
divel pment «f ths oo
o osubjuct thait will ks: i 1
to 2ssizn ths subject of coiperabion
with cther subjscts ig, thor.firo, 2
-n which this O nfcerancs sh ula nadee o re



L. menti-n no 1.st

(¢) T w.oula bick:r
Lor thy ecooor tiv, novaemont
l 1o

In this = vould epir bt b
-n the erring side. I refor t ths dosire nothe part
Feisporstive unions and fodorobi ns it tho noti onl 1oval
t.o “btuin vr-nts frow the givermoont fop th furth.racs
& the wbjoets  f those instituti ns.ihis proetics 15 nt

new to the ,hupvr”tive movenent. Aoricultusl Croomis tin
socictbies in the UK receive zrionts from tholir o vornoont,
Likoswise the nll India C';v‘::p@r‘tiV“- Inin ("y w th Nti nol

cporitive Undion =f India) md the O pertive
cderatiin of Coylon. In svms coscs those 2tod b oths
g ount of ¢ atributions the t thoge instituti ns cin ”Jl set
from their merbor socictis In < the 28 thure is n such
pr-portiin 1244 4 wn. Alth-uvh this is » 1 n} astibliskcd
frct in the corper:tive world, thor. is o oadng.ying
ths gronts will tend to roduce in §.mo Lo eurs
the sanse of andsace f these notionadl coporative

TR muoh of th* indzrendence o f the

. pick up th: crumbs
%f It rmust be srontad ;t
the sime bims ocritive oovenent his onoogun
to recelve &:<wst nee fr m the stite wg other novom:
institutions hwve, for th? cpurotive movemont b 5]
nati ndl devel. pmont in ever hig: . r wiy than any othor
institution can. It is =ssentl:dl however, that the
roceiving of this tgsistancs froo the Stite showdd be so
wrranged thit the cooperstive movouont will net be oblized

mako anmusl wpplications for this grant, nor should it
ba possible for the annual grant to bo varied :sxec gt on

5

prirciplos laid down well in dvience and profersbly
A .

;"3 6]
?
o
2]
}_1
)
o+

P )

ight

Rgpgulationg mide und.r the Coopurative act. Lo ;
LT osovernnand malking chis grant oo fixed eritsria weuld bz tho
28t guirantee thot the notl nal Crsinisstion reprosenting
the movement 1 ot the nobi ol lovel virtudly ths
perliiment of the movesent, remains indepand:nt <0 government
c.ntr 1l whilst being »ntitlcd to rocelve thase grints,

the only reguirement being thuat the nati nedl crsnis tion

has its name on the Hegis t;r of errporative seeleties.

O‘H:

The asszeist zf the Stte wnd the e oopntive novament is o
sine qutr non of nati ncl devel o pmont in th. andzr dovaelopa2d
countriss. S0 grlubisns must bz found Lo the probl
from ths b&ckgrsund fietors snmerited abve in crds
ass eittion will 1s0d &0 thoe sucesss of notionll dovelop
schemes a8 well as the heslthy e¢rewbth ~f the eiopzrotive
moveront, with 211 the good that 1t entolls.,

s e]
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There are two schools of thourht in regard to the nart that the State should
play in relation to cooperative development, One view is that the Stabe should
keep 1ts hands off cooperation and being a voluntary movancnt, it should be
left to the initiative of the people themselves, The advocates of this

point of vicw cite the example of Western countrics wherc ccoperation
developed out of the need and urge felt by the neople themsclves and thore
was hardly any initiative or assistancc from the gide of the State. It is
contended that Cooporation which cmerges from below in this marmer can

blosgonm imto gtronz and healthy movement based an sclf-help and mutual ald,
It is such a noveoment that can goncrate truc cosoporative spirit among the mombers
and administer to their cconomic betterment as cleo to sozial well-being.
State sponsorship of cooperative movement mey militote against its voluntary
character and in this conncction, the following observation of Sir Horace
Plunkett arc relevoant :

I}
o
Fal
iR

" The widely spread and numerously supported Indlan Coopcrative
Movenent ghould morc undratoly o called a cooperative -
pelicye It was created by ‘resolutions” (Lo all intents and
purposcs, lawa) of the Contral Government ond has been
adninistered almost wholly by the ablest civil scrvice in
the world", )

This could bec read in the light of the importance which Sir Horace Plunkelt
attaches to what he considers a fundamental principle of cocperation namcly

"the immensurably morc effective value of orgonisoed voluntary cction uh“n

of state assistance, however, cssontial this might DC eeea”

A variant of this vicw 1s that in the soci“I ond cconomic conditions obtoining
in under-devcloned countrics it is ncccssary that the State should sponsor
Cooperation and initicte pcople into it buu thot it should go no further

by way of aiding cooperativese This trag the patiora thot was followed morc or
less by British Government in India, It was thought that an initial star
having been given, Cooperation would strike roots in the soil :nd would be
able to attract a large membershin ond provide o varic

The British Govornment in Indis closcly adhorcd to
dircet financial aid to the movemonte The Government g
disclain all finoncial responsibility for Coopcration and to cxtbten
nonctary support for it. They thought that this policy would hzlp in
the cstablishment of a genuine cooperative movenent which would be sclf-
conbained cnd sclf-supporting. This hope was, however, not fulfilled and
cxeept for some bright spots herce and therce, tho movorvnt on the whole

g
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longuisheds The verdict pronounced on it by o high powercd cormitbec in 1951
was that it had foailed, This is attributable o various couscc. Ono is thot
to which forccful cxpression has buen glven by Sir Horace Plunkoett, vize tha
official sponsorship rcinforced by cxcessive official regulation and intee-
ference inhibited th growth of Pon—o”i;cmu_ leadorship znd stultificd initiat
ond scnsc of responsibility on ite pa ru. Tho Indion vicw, however, is

that it wos over-administrotion ond under-finoncing of the movement thot

wos ite bancs The Cooperative Plomning Cormitheo 1945 gove the opinion that
onc of the main causcs of the linited progress of the Cooncra tive Movenent ia
India was the lodsgez faire policy of the ~¢1t1 sh Governmont. Another
cooperator obscrved "the work se far donc is not in aay woy cdoguate
irmensity of the problem, Nothing short of widcspread state nochinery
will reconstruct the villagzce and the Villagcr. It is only vhen this
objeetive has becn achicved, ot loast o an pruﬂvﬂolp citont, that volunioxr
cffort by the poople thamsclves can noke further headwny with adequate
grants and subventions {ron loczl bocrds and the govormment' .

ct

to thoe

This brings us to the socend school of thought which advoentos that in undud-
developed :cconociios, Cooperation can deovelop only wes part of an over-cll

state plan of devclopment end thet state ald and assistonce in various

forms shouid be nade available to it in the initial stoges till it

stabiliscs itsclf, Cooperation s i) VOluntary ond spontancous novonont

can originatc anong soclcetice which have alrcady broken. awey ot least to

somc cxtont fron traditional noorings and anong people who have atvbained

& certain neasure of 11t~rkcy well=belng and socurity. In Wesborn countrius
Cooperation cone in the woke of agricultural and industrial rovolutions.

In under-dcveloped countrics, it 1g too ruch to cxpect that Cooperation con
precede bochnological advonce in cgriculturc and industry unlogs on inpetus is
givon by govermnent agonceics. Hy view 68

is that in under-~developed countrics,
especlally in those where planned programmes arc 1ln operation, sponsorship
of Cooperation by government should be acceploed zs o means for its opeedy
developmente fue safeguards, however, should be taken in this recpoct,
Some of thesc are

le Sponsorship should not take the shape of

T 0 n with fulfilment
of targcts. Quality should not be sccrifice

io
the cost of quantity.

cl—

2+ Sponsorship should not taoke away initiative from the pcople and as
far as possible, the people thomsclves should be oncourarcd to setb
thelr socilotics on the ground and get them going. . Guidence and advico
moy be tendercd but it should not toke the form of d*rcction and
orderse

e Sponsorship of Cooperation by rfovorumc,nt uhOU d not take away volunto-
rincss from ite While persuasion cnd incentives for the pcople to join
cooperatives would be in ordcr, they should not be legislated or cocrecd

by othcr mecans to cnter into Coopcration.

Along with sponsorship, government regulation of the movement would also
appcar to be ncccssary in developing cconomics in order to prevent perversion
of coopecrative idcals and to safcguard woaker scctions from oxploitation,
Regulation nay toxe the form of resistration, audit, inspection, inquiry
and liquidation of socictics, Corc should boe tolien, howsver, that governmont
ogencics do not interferce in the day to day affairs of the soclctics and
also that progressively rcgulatory powers arc tronsierrced to higher level
cooperative institutions whose organiscation should be fostercde
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It is not cnough, however, for the oy to sponsor the movenont znd

to regulate ite There ic nocd -lso o 1t in o donedble and matert
waye In undur--deviloped ceononizs, there are rob wnough sovings oavniloblo
with the peoplc to cnable thun to sustoin cocichice with their own TOSOUrcCo.
It is rot possiblc, thorcfore, %o orgoniss visble nocictles right Zfrom the
beginning. It talkos some time Yor the socictioc to find tholr ngt ”ld
becone self-sufficionts For the interim poriod, theyr noud assistonce

to be able to hold their own and to koop coing. lssistonce from the
govermmont con be ron dw¢v\ in o varicety of woys. Some or these ore

ca

1+ Cooporatives may be cllowed romission of o1 concessions in
certoin baxes, For oxomplc, in India cooporitives are cxcupt from
stamp duty cnd rog tr‘tlon fou and upto o point Irom incomoe~toile

DO
.

They moy be agsisted indircetly. For cxanaplc, the govermoent noy
t\“k on tho TSpoL sibility of cudit cnd moy not chorge the ontirc
ot

The goverrsmont may provide thom with noncgon /gpc*vt ics ot
ites own cost,

W
.

Le The goveramont moy strongthon borrowing powcrs of the sceictics

=)
1

by contributing to thoelr shoro capital,

5¢ Governmment mey give thon gront-in-nid for spocific purposcs -
say for getting up o godowm or for cngoging cortain cotozorics of stonls

6o Govermacnt moy assist them with loans ot o eoncessioncl rote of intoerost.

7« The government moy appoint thom agents on o monopoly basis or
uthLTW'“‘ for distribution 5 cortain commoeditics in short cupplye.

o]

e}

utroﬂxno to them in othor forms ~ say by
from thom or siving thom controcts for

2+ The goverrment nmay oxtond 1
neking government purchasc

crceution of works ond so

As T an mainly concoerned in this paper with tnp "ubg ct of “EOMx other
forms of css 1st°ncp (gcovermment) to coopor ft orind onsuttotive

o

gervic >COo ptCo s I do not PTOPOsE
othor ferms ¢f assistance wXecpt o obsorve in
delplna a pattern for gevermnont asslistoncs, zor
sce thot it docs not bocors :udlctlvc; thoo 1t 1o
governnont nractically administering or controll
SJClutv I would like to soy soncthi >
regord to moncgerial and consuliative scrvie.se




Congsultative Scrvicus

oy

So for as I know, there arc no zovornnment consuli~tive sorvices os such
for cooperatives in ony doveloping countyy, In Indin, the proper rale

that was concclved for tho coanorctiv“ deportnent was thot 1t would et oo
fricad, philosophcr ond gulde of thid Movencent., In other worav, tho
departnont wos nicant o gulde the cooporotives ond advisce thom in thelr

1an

workinge In casc coappr thu qkr rtmpnts caniern to tho >lv cnvisagod
for tha, they will be functio: o8 consultonte for the rovanont. Souc
concrote crrongangnts in tLLD { 1sz be thought ofe It is

cormon for finoneing instivuvi: on orrecnent frov the borrowlis
socicty that o represcntotive oL thoirs would be on thoir ronoeging
CDﬁLlutvu who will p wwrticipnte 22 the discussions but will not owc
any voting riziit, Such o ripregontotive acts as o consultont for tho
uOClCtJo Sirilor 1y in cooperativ
steke, 1t nmoy noninote o repros.
the cloar understonding that he

whore govermmont hos o substontial
ive on the ponosing copmdd i

d not hold ~uny offico no
votc, In India, the Goveormmenty s the richt o nondnate &
third of the boord of nonocgonent whichover is l;ss, in socictiocs
which it buys sharcs. Gonerally, there is no restriction on those noninecs
as regords uhuiL right of votes Porheops, it would boe hooltiy convention
and would conduce to sound coonerctive dovelspriont if sovernncr

reo

Fea

norinces act nerely cs guldes and g?visczs. Of cours
ooy deeision of the nonogonont will ¢ pordisv the £
of tho socicty, thoy nay btoke uvn the ﬁ:ttcr rith hipghcr pove

cuthoritics.

As cooperative activity cxponds in diversc filclds and becomes conpl ,
in its working, it will stand morc and morc in ncoed of tochnical sdvice.
For example, coopcrative farming socletlcs mor hove to Loon heovily on
technical cdvice from.agr¢cultu“A deoartnent,  Simdllarly, lobour and
ig

e
o
1
P

construction cooperatives will nced technical support of cnzincorin
departments, If an arrongement con be nade whoreby cooperatives con

casily sccurc tochnical guidance from the concorncd goverment doportmoents, .
it would greatly help in thoeir opcrationse What concrally hmppchs is '

that thore is incdequate coordination betwoon ooopxratlvb soclctics
and cooperative departmonts who arc nomilly in ndministrative chorge
of thau on the onc side and tho micol doonrtaonts on the other,
To the cxtent the throc can worl ‘u collaboration, cocporatives will
be succossful.

Fis

It is well known th“t in developing countrics thore is shortoge of troined
n-powcr, soxt to financial, the JUVbrbut hoandicnp from which
is Irck of monageriol skill, Cooperative

cooperatives are sufforing, 1
monagoncnt nocds to be strengthonoed firstly at the level of non-officicls
JATOYTS ’

leCe clucted munbers of monnging commitice and office~be
and svcond‘y at the lovel of cooporative umml“‘u;g. Government

assistonce is requircd to gurunftpbu the vrenont on the non-officicl
o8 well as oa tho stoff side In Indin thp nrosroyme of cducation

cnd troining of non~officicl 1;ciu rs is ontrusted to the Yaotiona
Cooperative Union of India o This programme iz finonccd wholly by tho

Government of Indic, Under this progroamec there 1s 2 large body of ingtructors
who go to villoges and toke short-period clossce in which they Vfblwln

-cooncrmtlvc working on its practicnl side to nombers of max > coniittecse.




This progremmc wos started i since thon 000457 nnas
noumbers hove beon troined, Soo . this, the Hotioncl Coopuritive Unlon
of Indic ndopts certain other nongures also to build un non-offici~l locdershi

‘These are @

fte A Cooporative Congress is huld overy twe yoors which ic otbondld
by o large numbor of londing cooperators rrom w11 aver the cowtry
in which discussions are held on cooperative policics ond nrosrammos
in their broad perspoctives “ ~

be Sctainars ~re held ot notioncl, stote, rogiontdl ~nd district lovels to
3 b4
cnlighten and inform non-officinl load LTS ship

ce Study tours ore arranged under which working of succussful cooporatives
is denonstroted to non-officinl lecderse Notlonel Cooporative Union of
Indin 2lso sponsors deputation of pronincnt non-officinl leaders to
study the working of forcign cooperative novornts.

Staff Troining

“103 iﬁ

Indic is

e o o
[OX ,p’ur& ULV

The Notional Cooporative Union
arrongencnts for the steff of
departnents, For this purpsso
The Union, in turn, has cppointoe
this progrommc. This Cormittes is running o
level persomnel ond also undertoios roscarch on cooporative subjccns Ther
arc 16 Rogional Training Contres for Intermacdinte lovol pers wl under
this Cormittecce TFor junior lovel pursmnncl, ther. arc tr“L* ing centros
in various parts of the country. Thesc ccntruc e uAdp+ the chorge oF
State Ocoperative Unionse The intoermediote troining contres hove arro:
for instruction in specialisoﬂ coursus also, for
on narketing, land nortgogc bonking, 1ndustrikl cooperation and so on.

The GDVbrﬂAQnt of Indin is a18¢ ruu”li a cuonent Ingtitute for cnployucs
of conswnacr covperatives. Thesoe trodl n;nﬁ progromcs roncln under constont
roview of Govermment of Indis and arce re-cvalued perdodically by oxperts
cormittces

)

cf-\.o

Subsidy for Cooperative Stafl?

Apart fron troindins arrongorentes, the Governnment olso assists cooperative

cver 211 chargo of troindus

omple, thoy orronge courses

“erl C llux ﬂhich troins sonior

institutions with subsidy so that they can wngose sudtcble noncgenent pursonncl,

The subsidy is for o specific poriod ond tepors off within throe te five yoars.
o P F

It is presunicd that by the ond of that peried, the concerned svcictiocs will be

in o position tor
socictics nrc loft froc to chocse tholr own stoff,

goverment loys down ninirmum quelificutions that the stoff on which its subs
is Lx{pbndvd muast fulfil .

~
v
=
KR

Looning of denarti-cental officors to gocictics

In sone States, the practice of oificers of cooporative doportnonts bed
apex and othor institutions to worl: in respousible copocitics is 1a voguds.
departients scor to prefor 1t becrmse 1t appears to provide thon with thoe

¢t the cogt of thelr etolf frou Shelr own resourcose Norinlly,
thoush in somo Stotes the

least linc of rosistonce to cneure thot cooporative institutions work on risiit

lincs, The Board of iancgonent of sono cooperntive  institutions also scom Lo



$)

reaet favourably to this arroncuaont becouse it provides thoen with qua
and treined personncl to sttend to nonagerinl dutics and soves tho tho
botherntion of looking for sultoble porsons thonsclves. s o short-torm
crrongenont, onoe oy not find tho UT‘“tlbv cxceptionable but 1t connot Lo

cormendoed as o regular feoture, In India  the avﬂutthinQLu from cooperative
departonts to cooperctive inctitubions foll intc threo coteosrics, Firstly,
there ore vffici:.lu of the deportrent whe are opoointed by govermiont
apenelcs to hold cexceutive positions in so

sative institutiong. Thoy

reecive their poy and cllowsnces fron the Govornmont 16 tLv bqpb 1@ not
rccovered from cooperative socictics, This ormounts o Gove

nonagerial subsidy cquivalont to thelir ccet to those socictics.

of this naturc is 2pt to Lnpolr the scnse of reosponsibility of
dircctors of thesc socictics and vitisate thelr sutonony.

“is being discourascd, In the sveond cot :
who arc appointed to cooperative sscictics J” TOVOTTIION
whose casc thedir cost 1s reeovercd fron vhe 1nst~uut101 g
degree of dunlity of control is likely/ arisc in such aa T wnt 2lse/ho
The third course and the right cne would appoar to boe th cooperativos
should .be left f;cp to nale thoelr sclections oithor fron rov;rnngut
sources or frov: the open norkets In due ccursc, they should bulla up tholr
own nancgonent cadres with the holp of higher lovel cocperative lnstltuticis

t is “nly in the formotive stoses, wﬁrtipulk#ly in the case of speciall

S types of cooporatives like {(norke tine, r00g351n¢9 nenufacturing ote) thet
government officicls ncy be token on loan, But that should be only for o Iivdtac

and specified poriod. Whot 1s inportont is thoet the Board of Dircctors should

have the compotoned to hire ond firce their staff cnd if they have to

c+ "J ’U

T

surrcnder sone of thedr power in this rospeet, that should be dene, only
in the initicl stoges, in favour of Govermment -nd on o rogular basis, in
»l cooporative institutions.

Tovour o»f fod:

stonce to cuopbr bives on tHu
12l suppert o the nationnl lov

treining

To sun: up, the best form of
nenogenent side would boe to <
pronotioncl opox cooperative body to undortoke cducation

(O

(-

non~officinl ceoperators wd X offe Uhe movormont may olso
asslet nascent cooneratives with : v subsidy but without orffccting
thelr aubonony or diluting the control 5f the (lucted nonasoncnt cver

the pald staff. As the movencent dovelops, it should build up its owm

nanggoniic nt cadres.

Sonc Other Formas of Assistanco

aoke oo nention of

i ay appulnb¢np thom cg agonts for
f‘r vnking purchosos on buh&ll of

hing strictly, "coopoerative” whore

o on p;hulf of iuvurdﬂugt

Ls repords the "ote! port of
governmient potronage 50 coo
distribution of scarcc cor

Governaont, There noy no

& l——'w-
ot
=
?

cooncrative soelotios oyl o
but the advantoge te t tkhv 111 boe ~ble o bulld ug their

busincss ond cequire fino 1 "th Sd that bqu can fuco combotition
whoun freo nierket conditicns ore rbstur The cdvertose to thc Govermment

would be that thoy would be soved fron :p roting throush o huse posse
thob o

of smoverment staff with oll the drowbocke oo Anfloted
burcaucracy is hedr to,
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A word of coution thot I would like to
for on indofinite perlod ey not be eoo
ond so thuy shieuld be cxposcd to compoetd
permite

ig ot on Ju‘/ wont [ "':pwly
1o hvyltu of caoppr tLVLn
lon o soon oo conditions

There arc certoin other forms of assistonce thot the govermony cin

extond to cooperativess For caunple, in Indin in sone Stotos, zll
"unskilled works™ of the governaont crc rescrved for "lobour and constructio
cooperatives!, Sinilarly, in order to cnoble hondloon cloth produced

by WCLvors cauporutivov, to cunpote with 2ill-nnde cloth, the goverm
is marginelly subsidising the snle price. Tu ploce itsclf in funds
for this nurposc, o coss 1s Liposcd on nill-ads cleth.

These ncosures con be justificd clso on the sround that the boncfit
ceerucs to the disadventosed scetions of the corunity. The criticlsn
that is sorotines node is bhgt this cmounts te toxdne the coomanmity to
support incfficiont production,

v

Lostly, I oy nention thot in Indio in some Stotog for covermment

purchoscs o norginel price proferonce is ollowed for preoducts of

cettare and sucll spalde industricl cooporctives. ALl this fellows fron

State recoprdtion of Couporation, ag an instrusent for the ceononice

cnd socizl bvtuVr;ch of weaker scctions, which descrves State
sistonce in the carly stoges of its prowth.

)
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PATTERNS OF GOVERNMENTAL ASSISTANCE AND THEIR IMPLICAT IONS

-

Relationship between Co-operative Movement and government implies essen-

tially the problem of AUTONOMY, one of the basic principles of co-oper-

ation, There are various types of autonomous control of co-operaiive
assoclations, which may be classified into three;

A, Ideal type, in a sense, 1s shown in the thought of ‘colony' as
seen in Rochdale age. It aimed at constructing a closed self-
supplying community, though, of course, it was not realized in
ite complete form. Govermment was indifferent or unfavourable
or even oppressive toward the Movement. On gome occasions they
were obliged to resist against government, Remember that
educational meeting of member workers was illegal in those days,
Though it was very difficult to realize, such ideal of complete
autonomy was not entirely fantastic at least as an ideal.

B. B. Second type of expressioﬁ of the principle of autonomy can be
found in most Western Buropean countries, especially in their
consumers' Movement, They don't wish to receive almost no
assistance from govermment except legal recognition and little
fiscal advantages. They put themselves into free conpetition

with other enterprises.

C. It is doubtful if it is possible or good for the Movement to

remain in the second type, practically or as a matter of thought,

In highly industrializes society where there are many bureau-
cratic huge organizations of various kinds, including that of
govermmental administration ét the top, 'autonomy' can never

exist in A-type.

As the social differenciation proceeds on and on, wider phases

-1



80 as we may be able to 'educe' infinit latent possibility from mas-

ses of people. Such possibility might exceed the best of what we can

This is just the principle of evolutional growth, one of the

I

imagine,

principles of co-operation, and the genuine meaning of 'education'.
would conclude this paper remembering that education is the most import-

ant factor that should gover all phases of the Movement,
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'I. Introduchion

In the process of the development of capitalism, farmers and small and medium
ententrepreneurs always find themselves in a highly disadvantageous position in
their competition with capitalists and large enterprises. AS a means to overcome
this handicap, a movement has come to present itself - the cooperative movement.

Cooperative activities came to stand on a firm legal and institutional basis, and
have developed to the extent that an International Federation of Coopsratives came
into being. However, there has been a movement to oppose the development of coopera-
tives among business circles whose interests clash with those of coopsratives. This
trend has become a common problem throughout the world.

'This anti-cooperative movement is spearheadsed by a campaign to have the government
impose taxes on cooperatives in the name of "fair Taxation'". This being the case,
the isswe involving imposition of a tax on cooperatives remains i common problem of
cooperatives everywhere, irrespective of their nature. Therefore, common efforts
are required to seek a solution to this problem.

A solution to this common problem ##11 be found only through the correct understanding
of the mission and function of cooperatives as well as proper theories of taxation.

II. Econcmic Background of Coopcratives

1. Bmergence of Cooperatives

There are varying theories concerning the emergence of cooperatives. It is
clear, however, that the cooperatives of today have emerged as a means of self-
defence on the part of workers and small and medium entrepreneurs against the
oppressive pressurc of large capitalists. Cooporatives in modern times came to
be organised only in an advanced stage of capitalism, and the form and character
of cooperatives vary according to the cconomic, social and political background of

cach country.

In the case of England where the cooperative movement originated, cooperative move-
ment was for the protection of the interests of consumers. In france, it was in the
intersst of producers.. In Germany, the very firsy cooperative to emerge was a credit
cooperative. ‘



2.

The economic background of the birth of cooperdtiVUs in varying countries may be
summarized as follows:

First of all, the development of capitalism and resulting monopolistic tendency
on the part of » handful of large capitalists had tended to speed up the birth of
cooperatives. Angland was first to develop capitalism, and was also the first to
give birth to 2 cooperative.

T'he deveclopment of capitalism in Efgland was spcarheaded by the cotton textilc
industry, and the cooperatives of England we re_first organised by textile mill
workers .

Another major factor contributing to the birth of cooperatives was the emergence

of monopolistic enterprises which tended to encroanch upon small and medium onter-

prises. Under such circumstances, cottage industries and workers found it nccoss.

to organise for joint production and sale to oppose large manufacturers. A good

, xample can be found in France where the world's first cooperative of minor produc”
emerged. :

The third major factor was the exploitation of s small businessmen by usurers. A4
representative sxample of this is found in Germany where c”edlt cooperatives dsvelo
for the first tlme ( /

2. Comparison of Cooperative and Ordinary Company Managcment.

Since the cooperatives are organised primarily to protect their membors, the
management of a cooperative differs sharply from that of an ordLnary buozness enter
prlse. Characteristics of coopoeratives may be described as follows:

a. Cooperatives are pergonal organisations

Wheress in the casc of an ordinary company, capitil is tho major factor
and in fact such a1 company is a union of capitalists, a cooperative
represcnts the union of psrsons who compose its membership. '

b, Cooperatives ars democratic organisations

In the casz of ordinary companiss, the degree of participation in their

management is determined by the magn*tud” of investment, but in the case
of cooper-~tives, sach momber exereises ogqual rights irrespective of the
amount’ of investment,

c. Cooperatives ars non-profit organisations

N In the case of an ordinary snterprisc, its aim is pursuit of profit.
' In the case of a cooperative, however, its aim is promotion of the common
intersst and welfare of its members.

d. Cooperatives arc organis=tions for mutual assistance

In principle, each cooperative is self-governing and self-financing, bassl
on a Spirit of mutual assistance among its members. Therefore, non-membe:
cannot, in principle, participate in the function of a cooperative.



c¢. Cooper-tivaes are "opzn"

Cooperatives arce in principle open to 11l who meet the standard qualifi-
cations, but affili-tion with 2 coopsrative is not compulsory. Thus,
cooperabtives differ sharply from ordinary companics =nd, thorefore,
should be treated differently from ordinary cnbterpriscs.,

III. Purpose of [axation and Tax Sources

1. Purpose

In order to review the thooretical inconsistency of imposing taxes on coopera-
tives, it is neccssary first to review the purpos:e of taxation ind sources of tax.

Taxes , of course, rcpresent a major source of government revenuc, and the extent of
tax revenues has a serious bearing upon the activities of government itself. With
the establishmant of 2 modern stats, government activities came to represent a
greatar share of the national economy. This entailed a greater scnale of government
finance, and thus the national tax burden has becn increasing.

Taxes collected by government arec used, of course, to meet ordinary expenditures
) 5 3 P

of government. Taxabtion is =lso utilised as a policy instrument for zconomic and

soclal purposes,

48 an economic policy, taxabtion is resorted to for the protection of domestic
industry., This is reflected in the protective tariff system, commodity tax and
excise tax, 21l of which contribute to stabilizing tho economy. As a social policy,
taxation is utilized as an instrument for redistribution of incomz 2nd property.

2., Limit and Object of laxation

Che nosed for collaection of tax has been discussed above, and here ws must now
review the nccessity of a rational taxation policy.

It should be noted that imposition of tax to such an sxtent as %o jeopardizs simple
reproduction cannot be said to be a rabio-nal taixation policy. WNor is it appropriate
to charge corporabtion taxes or businsss taxes on non~profit corporate bodiscs, In
view of this, the principle of fair and proper taxation must be rigidly adhered to in
the impositinn and assessment of btaxss. ' '

IV. Basis and Problems of Imposing Tax on Cooperatives

Those who advocate the imposition of tnxcs on cooperatives cite the following
factors: '

First, cooperatives are engaged in business activities like ordinnry cnterpriscs and,
therefore, prefercntial measures. accorded to the cooperatives in terms of taxation
will tend to weaken the position of ordinary onterprises. In addition, preferential
tax treatment for cooperatives runs caunter to the principle of fair taxabion.
Second, cooperabives are independent corporate bodies and, therefore, should bs

taxed propcrly. :

Third, imposition of taxes on cooperatives will incrcase proportionately the govern-
ment's tax receipts.,
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Fourth, patronage rcfunds paid oub by cooperatives to their members corrcspond
to dividends on shares of ordlnary enborpriscs,

Fifth, rszserves of cooporatives arc the same as thosc of ordinary cnterprises.

Sixth, some of the cooperatives have engaged in illegal profit-seeking ncbivities
and, thsrefore, it is appropriate to impose taxes on income aceruing from such
illegel activitiss of cooperatives,

Seventh, it is appropriate Yo imposs taxes on geins of cooperitives from services
randsred to non-members.

2. Imposition of tax on coopsratives ani its bheoretical 1ncon31stﬁnCJ

As noted above, the advocatss of the taxation of cooperatives cite a number
factors, which stem from an ignorancc or misunderstanding of the fundamental spiriv,
of the coopcratives., Purthermore, the imposition of taxes on cooperatives has the
following inconsistent points:

First of all, being non.-profit organisations, cooperatives cannot earn incoms or
profit like ordinary cnterprises. Ihec aim of cooperatives differs sharply from
that of ordinary enterprises. Whorsas the former furnishes service in principle,
the latter's target is pursuit of profits,

, » : W
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 icbivibizs of their
members. The members of a cooperative are utilizers of their cooporative ﬁnd are
at the same time co-managers of the coopsrative.

Though a largc capitalist is in a position to engnge in and benefit from a mass
transaction with his own capital; members of a cooperative cannot @ngnage in a mass
transaction without pooling their financial resources. In this scense, ths activitis
of a cooperative represent in fact an extension of the activities of its members, alk
they cannot represent independent activities of the cooperative.

This being the case, it is difficult to underst nd why anyone should arguc in favowr
of imposing a corporation tax on a cooperative, asserting that a cooperative is an
independent corporzte body.

|

Third, it should be noted that the imposition of a tax on a cooperative will tend

to reduce tax sources. The source of tax is income, and incrcassd income wutomati-
‘eally mesns an increased soures of tax., The activities of a cooperative ars doSlgnGd
to promote the wslfarc of its members through increased income. This means that
activities of 1 coopsrative will actually increcase tax resources. ;

The imposition of 2 tax on a cooperative will adversely affect the income of its!
members and reduce tax sources. -

Fourth, the distribution of surplus to members of 2 cooperative represents the rofund
of the surplus of a cooperative to its members. It cannot signify the dividend of

profits ns in the ecse of an ordinary corporation.
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Fifth, rescrves of 2 cooperative should not be regarded the same as the profit of
~an ordinary cnterprise, The rescrves of an ordinary enterprisc represcents the
accumulatiosn of profit and should belong to the cipitil of the saild enterprise
The larger the amount of reserves in wn ordinary snterprisc, the greater will
become the value of its shares, and ths sharcholders will be able to promobe their
own intercest by selling their sharcs,

o

However, in the case of 1 cooporative, its members «<rs in no position to scll their
shares and the valuc of the shares is not influcnecd by the extent of its resserves.
It should also be nobted that the reserves of 2 cooperative remaining at the time of
dissolution cannot be distributed to its members.

Professor of cconomics Charles Gide of France said, "Wherc s public bonds benefit
the present gencration at the sacrifice of the futurs gencration, reserves will
benafit the futurc generation at the sacrifice of the prescnt gencrationg and,
therefors, no taxes should be imposed on rescrves of 2 cooparabive™,

Sixth, the assertion that taxes should be imposcd on income originating from illegal
profit-sceking activities of a cooperative also comnits a theorctical inconsistency.
First of all, as we have noted zarlier, no cooperitive can indulge in profit-secking
activities. Supposing that a cooperative has actually engaged in illegal activities,
it will suffice to invoke an appropriabte law to redress the illegal activities. 1In
fact, the imposition of 2 tax against an illegal acbivity will be tantamount to tacit
tolerance of vioiation of a law.

Seventh, the issue of imposing a tax on the activities of a cooperative involving
non-members merits o further discrset review, In principls, no non-member of a
cooperative can participate in the functions of a cooperative, unless specifically
authorized by a law. The utilization of a cooperative by non-members is, in fact,
restricted by law in order to protsct the intersests of its members.

Finally, it should be noted that cooperatives must be protected and developed with
the assistance of the government. One of the mebhods that may assist for the
development of cooperatives .is to give them privileges on taxation. Imposition of
a bax on a cooperative is contrary to the policy of protecting and developing
cooperatives.,

V. Imposition of Taxes on Cooperatives and Activitics of Cooperatives in
Foreign Counbries '

1. Status of Imposition of Tax in Foreign Countries

Generally speaking, tax privileges are granted in foreign countries for
cooperatives in their early stage. Due to the lack of adequate data, it is difficult
to fully review taxation on cooperabives in forcign countrics. One of the data
available for this purpose is "Thc Tax Position of Cooperatives in Various Countries!
which was rclecased by the Federation of Coopsratives in Canada.

This report chiefly deals with England, France, Germany,and the Netherlands, wherc
cooperatives have been developed remarkably. According to this report, characteris-
tics of taxation of cooperatives in the cleven countries covercd by the report can
be grouped into the following three catoegorics:

a. Cooperabives are taxed generally in the sams manner as ordinary enterprises.
Under this cabegory are the Netherlands, the United States, and West Germany where
cooperatives have been most higihly developed. This does not mean, however, that in
these advanced countries no privileges in terms of taxation are being granted to
cooperatives.
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In the. caso of the Neth’rlqnds; for cxample, patronage refund to cooperative members
is exempt from taxation in accordance with a Corporation Tax Law enacted din 194R2.

" Similar tax privileges are granted in West Germany and the United Statos,

b. Cooperatives arc granted generally favourasble tax privileges

Under this category are Japan and Norway. In the case of Japan, cooperative,
are exampt from various taxes up until 1940. Thereafber, cooperatives in Japan havs
been subject to the application of a1 spoeial corporation tax law under which taxes
are levied on cooperatives, ~t lowsr rates than on ordinary cnterprises.

-In Japan, patronage refund to coopsrative members is exempt from tax., .lso, income
tax is waived on part of the income of cooperatives. No baxes are chargus on
reserves provided they are used for education or rchabilitation projects. Partial.
remission is also granted on property tax, stamp duties and registrati-n tax for Q}
cooperatives,

In the case of Norwqy, coopaeratives are exenpt from income tax, though they are
subject to property tax, just as ordinary enterprises. Gonslderable tax. praferences
are granted for. cooperatives in Sweden. In this country, only a 32 per cant income
tax is charged on cooperatives, whersas a 40 per cent income tax is chargad on farm
cooperatives, o

c.. No Taxes are charges on cooperatives in principle

: Under this cqt gory is Fance In this country, no taxes are levied on

CoooerthV“S, prov1dui they abide by their basic principles. In Prance, in order
to be eligible for 100 per cent tax remission, farm cooperatives must always meet
the following two conditions: '

(i) The cooperatives must be agricultural in their
composition and activities; and

(ii) They must be cooperative in methods, nature
and intent.

It should be noted, however, that even in the countrizs whzre taxes arc currently
imposed on cooperatives in principic, tax privilagce were granbted to cooparatives
in their early stage of development. Ailso, it should not be overlocked that
cooperatives in these countr .28 date back to several decades ago.

2. Pactors Influencing Taxation of Cooperstives

Let us now review various factors influcncing the 1mp051:1on of tax on
cooperatives, which may be grouped into the following three major categories:

a. Development of cooperatives;
- b. Pressure of anti-cooperative movoment; and

c. Dlsoratlo o)

T thu government subhoritics concerncd with
imposition of ta
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Of coursec, thesc throe groups are closcly relatsd. For cxamrle, bhe more devaloped
a cooperative is, the groator will be the pressurs against it from orgnnisations
pposed to the cooperative duc to o clash of business intercst. 3uch pressurc will
tend to influcnes the government in determining policies thit Affect the cooporative,

What we should note hers is the dovelopment procuss of cooperativos. If 1 coopera-
tive has developed to such an extent that imposition »f tax will not sidverssly
influence its growbh, taxation will pose no problen. However, should tax privileges
be withdrawn from cooperatives in their develosping stage due chiefly to an anti-

cooperative movement or a mistaken juddwent on the part of bhe Government, it would
decisively undermine the develnspment of cooperatives,

This being the case, sound judgment of the government on any anbi-cooperative move-
ment is important. In fact, in almost all of the countries where taxes are being
imposed on cooperatives, +herp has besn a growing anbti-cooperative movement.

Another major factor influencing imposition of tax on cooperatives in idvanced
countries has been the need to tap greater tax sources. In fact, imposition of taxes
on cooperatives will be inevitable when their activities account for 2 major share »f
the gross nati-nal product.

3. Relative Importance of Coonorabive Activitics in Countries
where taxes are Imposs d on Co peratives .

Generally, taxes on cooporabives arc charred in ndvanead countriss. In the
case of the Nethorlands, savings of coopsratives :ccount for approximitely 40 per
cent of the total domestic savings. Morcover, over 70 per cont »f the tobal -utput
of milk in the country is proccssed by CDDP“T”thVS. Also, coonerative products
account for aboub 80 per cent of the tobtal domestic productisn of starch,

Agricultural cooperatives of Norway have the world's most powsrful organisation.
Farmers in Norway make purchases of all daily nccessitics and agricultural supplics
through their cooperatives, »nd disposce of their products through ths coopsratives

as well, Thus, cooperatives control about 70 per cent of the total meat supply in

the country, about 66 per cent of eggs, and about 50 per cent of fruits and vegotablos
In addition, the cooperatives control almost the cnbtire supply of potatoss in Norway
Cooperatives in Norway 2lso h-ndlc 85 per cent of the tobal animal furs, and 65 per
cent of forestry products,

In the case of Japan, cooperatives play an dimportant role. Famwcooperatives in
Japan hold 63 per cent of totil formor deposits, and supply 90 per cent of the
total capital reguirement of the farmers. The cooperatives 2lso handls 65 por cent
of the fertilizer, 45 psr cent »f thz agricultural chemieals and over 30 per cent
of consumer goods nesded in the rural communitics in Japan. Also, the Japanoesc
farm cooperabives handle 94 psr cent of the rice nd 75 per cent of the barley and
wheat , respectively.

VI. Role of Government in the Devoelopment of Cosporatives

As viewed above, the imposibtion of Laxes -n cooperatives in Korea not only runs
counter to the fundamental spirit »f cooporatives bub violites the basic theory of
taxation as well.,

The Gavornment should not be swayed by the growing snti-cooperative movomert among
business ecirecles opposed to the cooperatives. Rother, it is desirable that the
government cnergetically implement the following policies to develop cooperatives:
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First, the government must protect and foster cooperatives for the sake of the
promotion of the welfare of the poople and the balanced developmont of thoe .
national sconomy.

.
Szscond, the government must correcctly recognisc ths irrationality of any anti-
cooperative movement. There has besn a growing anti-coopzrative movement to
impedzs the development of cooperatives. The government should carefully weigh
all the alleged justifications of the anti-coopsrative movement, and not fail to
understand the ulterior motives hchind the anti-cooperative movement.

Third, in casc cooporatives devinte from their proper mission, the government
should take steps to correct and properly lead coopsratives, Should the coopora-
tives grow to such an extent as to influence the national cconomy. and arc placsd
in a position to successfully compete with large enterpriscs, thon the government y
may withdraw its support from the cooperatives and implement a2 ncw policy on -
cooperatives. : »
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‘Taxes, of course, revresent 2 major sou:ce of government
revenue, and the evtent of tax revenues has a serious bearing
upon the activities of government itself.

In recent years, particularly in the developing countries,
government activivies came to engage a great shaie of the developmer™
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 coursec, to meet
ordinery expnenditures of govermment., 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 =o¢
to jeopardize simple reproduction cannot be said to be 2 rational
taxation policy. WMor is it appropriate to charge corporction taxes
or business taxes on nonprofit corporate bodies. In view of this,
the principle of fair and proper taxation must be rlglaly adhered
to the imposition and assesswent of taxes,

1. Taxability and Coopcratives

Those who advocate the imposition of taxes on cooperatives
cite the following factors:-

/..‘.



(1) Cooperatives are engaged in business activities 1like
ordina-y enternrises and, therefore, preferential
measures accorded the cooperatives in terms of
taxation wi 11 tend to weaken the position of ordinary
enterprises. In addition, preferential tax treatment
for cooneratives runs counter to the principls of fair

taxation.

(2) Cooperatives are independent corporate bodieg and,
therefore, should be taxed properly.

(3) Imposition of taxes on cooperatives will increase
proportion~tely the govermment's tax receipts.

(%) Patronage refunds paid out by cooperatives to their
members correspond to dividends on shares of ordinary

enterprises, '

(9) Reserves of cooperatives are the same as thosec of
ordinary enterprises.

(6) Some of the cooperatives have ensaged 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 geins 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 resoclution was
made at the House on December 1965.

Before a nev act was passed Korean Agr. Co-op Act reads in
the Article &, :

"The pusincss and the prorerty of the Cooperatives and the

federation shall be exempted from taxes and other public
assessment of the Vational or local governmment except in
cases of custom duties and Commodity Tax."

/...0
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However, Bureau of taxation of the govermment sent a bill to
the FHouse recucsting to abolish the Article & of the Cooperative
Act, and to impose income taxes on Cooperatives under the neme of
"Tair 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, wrich stem from an ignorance and misunderstanding of
the distinguishing natures of the cooperatives.

National Agr. Co-op. l'ederation had started campaign to amend
bill and recuested to stop imposing tax on the earnings of coopera-
tives, pointing out the inconsistencies as follows:

"irst of all, being nonprofit organizations, cooperatives can-
not earn income or profit like ordinary enterprises. The aim of
cooperatives differ sharply from thet of ordinary enterprises.
Whereas the former furnishes service in principle, the latter!'s
target is pursuit of profits.

Tt is difficult to find apnropriate criteria for taxation
of cooperatives as they lack income or profits. It is indeed
not nroper to impose corroration or business taxes on cooperativesa

Second, COODLT&thbS, and farm cooneratlves in particular,
are 1bgally independent cornorations whose activities constitute
part of the nroduction activities of their members. The members
of a cooperctlvc ere utilizers of thelr 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 & mass transaction with his own capiwl, members of
a cooperative cannot engage in a mass transaction uthout pooling
their financial resources. In this sense, the activities of =
cooperative represcnt in fact an extension of the sctivities of
its members, and they carnct represent 1naependent activities of
the cooperatives.

This being the case, it is diffiailt to understand why anyonc
should argue in favor of imposing a corporation tax on-a cooperativ
asserting that a cooperative is an independent corporate body.

fovon



Third, it should be noted that the imposition of a tax on
a cocperetive will tend to reduce tax sources., The somce 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 thet activities of a cooperative vill actually increase tax

sources.

The imposition of a tax on a cconerative 1will adverscly affect
the income of its members ond reduce tax sources,

Tourth, the distribution of surplus to members of a cooperativ:
represents the refund of the surplus of a cocpcrative to its members.
It cannot signify the dividend of rrofits as in the case of an

ordinery corporation.

1"ifth, reserves of a ccoperative should not be regarded the
same &s the profit of an ordinery enterprise. The reserves of an
ordinary enternrise rerresent the accumulation of profit and should
belong to the capital of trc said enterprise. The larger the amunt
of reserves in an ordinary enterprise, the greater will become the
value of its shares, and the shereholders will be able to promote
their own interest by selling treir shares.

However, in the case of a cooperative, its members are in no
position to sell their sharecs ard the value of the shﬁres is not
influerced by the extent of its reserves.

Sixth, the assertion thet taxes should be impesed on income
originsting from illegel nrofit-secking activities of a cooperative
also commits a thecrctical inconsistency. Tirst of all, as we have
noted earlier, no cooperatives can indulge in profit-secking
activities., Supposing that 2 cooperative has actually cngaged in
illegal activities, it will suffice to invoke an appropriste law
to redress the illegal activities., In fact, the imposition of a
tax against an illcgal activity will be tentemount to tacit toleranc:
of violation of a lav.

Scventh, the issuc of imposing 2 tax on the activities of
cooperative involving non-members merits a further discreet review.
In principle, no non-member of @ cooperative can participse in the
functions of & cooperetive, unless specifi cally antkorized by &
law, The utilizetion of e cooperative by non-members is, in fact,
_restricted by law in crder to protect the interests of its members.

Iinally, it should bc noted that cooperatives must be protected
and developed with the assistance of the government. One of the

/'..0
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methods that may assist for the development of ceooperatives is to
give thom privilcges on taxation., Imposition cof & tex on a
cooperative is contrary to the pelicy of protecting and developing

cooperatives.

Ve attempted to amcnd the bill at cur best: adveritsement to
the gencral public, continuous persuesion te the congressmen,
organization of members! voices and mebilization the pressures,

Iinally congress amcnded the bill, and the new act has becn
passed,

At present moment, Koiean Cooperetives and their federations
are exemptec¢ from income taxcsy corporation tax, business tax,

property tax and acquisition tax,

3. BRole of Government in Co-cop Taxation

As viewed above, the impcsition of taxes on coopcratives in
Korea not only runs courter to the fundamental sririt of cooperativ.:
but violates the basic theory of texation as well.

The government should not be swayed by the growing enti-
cooperative movement amount business circles onposed te the
cooperatives, Rather, it is desirable thet tre government cner-
geticelly implement the following policies to develop cooperatives:

First, the government must protcect end foster cooperatives for
the sake of the nromotion of the welfare of the neople and the
balanced development of the netional economy.

Second, the government must correctly recognize the irration-
ality of any anti-ccoperative movement. There has becn a grovirg
anti-cooperative movement te impede the development of ceooperatives.
The govermment should crrefully weigh 211 the alleged justificeticons
of the sntiecooperative movement, and not fail to undcrstand the
ulterior motives behind the anvi-cooperative movement.

Third, in case cooperatives deviate from their proper mission,
the government should teke steps to correct and properly lead
cooperatives. Should the cooperatives grow to such an extent rs
to influence the national cconomy, and cre placed in a position
to successfully compete vith lerge nterpries, then.the government
may withdraw its supnort from the cooperatives and implement 2 nov
policy on cooperatives. '
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FORMATION OF GOOPERATIVE EGLICY $ ROLE OF VARIOUS aGRAICLDS
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Pakistan hLidme for Rural Development Comillz,
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Introduction

Cooperatives have been and ars beinz used 28 muans of solving problsnms: of

people in many parts of the ~lobe, They can be used eirc 1y in brinzing
about economic emancipation of vast wmassez of poople in the
countries dlso, My associ.tion with the Comilla experiren
hopes in its efficacy in modernisins an wrarizn socioty o
sub-standard living throush aze old wmethods of agriculture, Trey

85% of the population of the country and it is they who ultinmstels
the rate of growth of the Natien’s prosperity.

Bvery country has problams peculinr to its own situatien, Things which hve

succeeded in one country ﬂny'no+ he transplanted in another country with
equal success, Certain principlos however which are universal in thoir naturs
can be used successfully sny where, OCooperation is onc such oprincipic, It

is joininz tozethesr to do things which are boyoend the moons of the individusnl

to acconplish,

People say the farmers arcresistant to chonso is

who are resistant to chanic, the policy mal no exccption.
assertion that certain systorn will work wo certrin situntions my
not convince themof ite «Ifficicy, They woant teo e sure that it will work,
Nothing convinces the poch* mrkers more thon domonstrating the succecsful
application of the system in 2 particul.r situstion, ‘
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The Comilla experiment is one such attempt at using cooperatives ﬂs'u
vehicle in solving the problems of rural Zast Pa {Lvtmp, particulirly the
problems of small farmers who form the vast majorily of the Nations
population, (i) : :

The objective of the Comilla Experinent ¢ lelfined in words cf

Dr. Akhter lameed Khan, Director of tk " 1: ;cademy’LOf Rural Developront
who is the nmotivating foree bohind th

e think thot we a2re in ~ position to initiat
and Economie Dovelopment wivich may be very eign G
objective of the oxperircnt would be tu provot thv
cooperative roups of fnimo ]
and machincs, Small srowup coop;r&tivu

£c of
ed mctn'ts, implo
hes

T kN
sorf sust

1o

3 would -

The merbors womld lenrn to ¢ave and colloet thelr own L'il cad or
invest it in better far-ing, A cooperative croup would ovorcom. the

caps of swmall holding, It would he possible for the mexbors to us: inp
ments and mnchines which they could not own individually znd on this b
it moy boe possible, to huild a bizoer structure of Loup:r‘tle eredit «
marketing, The ¢cademy'dould be happy to sponmsor this oxporinenty to hoelp
in its ploanning and exeention ........" 115

4 stasnant society tend s
ting forec doss not stir
Men with powerful ideas ¢

stasnant $o long as some powcrful 11071V -
the mental staqmation of thoe pecople in the soclsty.
coptures the imaginction of the people ~nd nobi-

i+ o ot
3O

n]

3

lise poopls to murch towards the path of prosperity, Bishop Grimdtviss,
Raiffeisens heve come throush igas to ploy this vitel role, It does dot

orce always nliys the decisive role, It
that Dr “Khtur Homeod Khon in Comilla is
~msrime:

come 2ubomntically, Some motive
would not bo flatterin: him to suy
that towering personality -nd motive force behind the Comilla

(i) Administrative structurs of Bast Pakistan
Province of Esst Pakistan has 4 Divisions, Zach Division has
a nurber of districte., Thore are in &l 17 :Luifict‘, Bach dig-
trict has o numbor of sub=divigions wng oo sub-division has a

nutber of thanas, There arve 413 thenas, Bach thant has arain a
number of unions waryin: froz 10 to 15, DIoch wnion comprises a

1dnras

o

ot

0 ¢

nurber of villases - zenerally 10 - 15 villos

o ,bt oq>

“ﬂ“ber to

& population of 1,000 villazs

union council, The <lected menbers constitute
the union council,

(ii) Excerpts from o letter to the Chief Sverctrry of Zhst Pikiston fron
Akhter Hamneoed Kh 31, 15-1-60



Comills Cooperitive Bxperimont

In Comilla the Leadomy ut irted experimentis 2 fwnndred 8a, milos of
rural aret with villare - based cooper: tiv. They 1~tor formed - Contral
hssociation ot tho h“m lovel, scot up C.E‘.,OJ_U, norketing and or"vcos\fjn'*
activitics and t gCtOFISLwthn vith repair shop, thoen seroad to 3 otho
thanas and more rccently to 7 more, Comillh, an do othoc rtrt of ;:wt
Pakistnn, hos problems of unbolivvable dincnsicas, The dontity of popult-
tion is one of the hirbost in the world, 157,855 noople hv, in 100 sq.
miles, make o livins on ~beoubt 50,000 acrca or cultivell: lond, the nvorase
sizc of fanily holdinz is 1.61 ncres, Paddy i.dds per icre ars only

14 - 18 nds per crop., The 1“@d gencrally crows two crops durin: six months
from Junc to Docember, and 1 s idle durin: the rest of the tine,

Dr, Arthur F, Roper (1) ably dopicted the picture of Comille preveilin @ ot
the tim: whon the Comilla exporinent wae storted townrds the end of 1959
thus "peoplsy are ﬂontlnuoupl"'ﬂdw usting to vrohlems posed by the weathers
cyclone disturbances before wmd after £he lonz wonsoon with its heat and
humidity snd then five months or more of draushit each year when no farming
can be done for lock of dependnble gup ly’ﬂf irrisation woter, which reguired
noney cnd oranication the peeople ai » have,  The formores hod bocone
accustoncd to ineffoctive wan : living, Farming v '
= paddy wdth
st }J hvxa -

"

traompled it out by cattlesy t
any small farm surplus t1‘“ could
on an annuil per capita ineovc of Rs 235/ = il
Most of them werec in dobt to loenl ﬂoney lenders pqyi
of 60 to 90 percent leavin: the princip-l swill to

"More thon four-fifths of the rural peopl: woro illitcratc, ﬂnd 108t
lics woere isolated for lack of boatable water ways by
season., Poople had generallly concluded th o nothin: c~ulo 1o ad;u,
cceeptad as dnevitoble their dsolation, inadoamate nutrition, poor hozlth,
and the near absonce of modern medieal foeilities, The villese life was
shot throu:zh with lethar:y, despondency, and fotolisan, (ii

NACEERY) _y.—

seurc the netive prriicipation of th: mony

villores which clustersd in the devolopmentol procrss which could

raise ﬁOP”‘ and aspirations of o hettor future for them, It wes onrly doci-
ded thot the vil 200 pr*tlv would qualify for the opprovel of the

The Comilln uXU’rluunt wes o

iy 00

Acadeny only if ea dﬁﬂldvj to cave overy weok towsrds bulldin

Jup their om enpit saving o hoble with them, This wog not an
casy job for the pov%rty St“lﬁkon people, Pﬂf*iCllﬁrWU 80 when the »nooplo
expocted the outsiders comin: to onquire about ticlr condition woudd ive

then 8ome gratulty. But oﬁVlth did come, 2y the widdlc of Novembor 1965,

Dr, u*trur F. Raper visitin: irofi:
Senior idvisor for Michi-an 5t to
Rural Development Comilla from

-The contribution of Villnro Development o Medernimation of Notions by

arthur F, Raper, The piper wos presentod b hisa 2t the 60th annuid
meeting of the Lmericon.Sociolorienl Associn ticn on Luugt 31, 1965,
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7657 wombers belonsing to 200 socictios h

B ! 13,284 l,J,U/ - in
shares and Re,188,674/~ in sawvin- with the contral associ
b

ﬂtion.

The sceond condition was thrht the total membership of the soclety neot cnee
a weck, Yot another condition was that the socicity would sclcet from onmons
thﬁm, one member 28 thelr mnnuccr who would be required to cons to the
scadeny once overy weel on o rixed doy round the yﬂﬁr ot this tinme he
would brins the savinvs collocted ~t the wac tln tc_doposi, with
the centr2l as uOCluthn’ to discurs problg*
visory staff of the contrnl
carn nore from the mont cers
ticns to hic rroup in the noxt woskly mﬁeting
selocted by cuch soclicety to tke troinin: in
and techniques and to tsach ac to hiz -
used to com: onee o weck., Now ho comes onco

S
*

4 Feeder Schocel Procrarms wis added, FEuce szleeted o wchor,
who is onerally the Ivan (o porscon whe : ayor in thoe ”\pnue,
the villase to teach *he boys and sirls in the cornins and the adllt" in
the evenin:, He ncuded trainin: to hocoms tho qubUL, Sow hoo o SIN Gt
ocnee every wee  to tho seadey for trainin-,

Inother dirunsion his boun added to the cooperctive, o wonen’s pro oo
hos beon sob up,  Women TOINL 43T of the o n of the -rea, The Muglin
women obgerve strict Purdah, They remain in thelr hones nd fanily compounds,
If they +» cut they nre Su“]:cto to ridicule, With th: sent of the
nernhers of the villaise soeic tlv~, it has now boeone poosit c

(L_; -~ £

.

Do thoelr wom
teoeins to the Lcadomy. o lorze nunmber of z o tho leadenmy
nt malkin- an ﬂfd@q¢n , poultry

: Pbp1n< nee ©owosk

at tho Lend

(1)

rceecgivins trainins in sewin -, arm
inv, ehild eare and 8 n., With the dirfur
nn oo thousond porple now come te the tend

When the cooperative started formins in the cariy sinoo
lems, 4n immedizte one was that thoy ncedod croedi :
from the money lender and he could ive them v noy t“‘i nooded
short notice, in effcctive systen which c udd roplace the
nenexistont., The ineffective use of ecredit alse did not brin:
to the farmer, His farm practices werc culdated, his pr o ductiom
and when 2 flood cone, the er p wes very bodiy dame cod,  Ho v
prsition to repay his leans unless throush disinvestoon

\

To neet the eredit noods effictively 1t woe decided that a credit
tion should be bullt up which could b at least as efficiont as th
lender in its cperation, Thiz wn

of the villase ¢ -perotives wis -

ossible nly 1f o central crod
dsod with sufficiont fupF“ mmd
sufficicnt wuth-rity in v vokidn coand - supcrvigory and training
syston bullt up to help i sroduective utiliss tl‘ﬁ of croalt.
The use <f ivproved imploments ond nachinery was cmsidercd ossonti”l for
n elzornte crranlsoe
ticn, The farmers c 2 : T Aneo such on’
Srf“ﬁiS?tl~n,lhﬁy needed > ione; : 7oeould dve, srd
réunditi'n wnd ths Govornm s Ru.*,864 000/ -
thiz R8,951,000/- wis & 1 ond
tralnln‘ aetivitics and 2
R5,800,000/ - was W"rkln;j

improved ﬂrwducti:n.

neodsd oo orun

4

20

1lrﬁ4‘

rant for

118 OOQ/— WS f r o 1can of which
tal repayanle in i ht inetelucnte fron thoe




5,

6th year =nd the remainin® repayable in 20 yours be-innin - fr s thoe

fourth ysar. Of the t tnl R5.4,869,000/~, x&,3,933,000/— cune {r m the
Ford Foundati-n ~nd RS_936,000/— was from the Grvornoent -f Boot Prkistan,
The miney cun: thr u:b the Ledony for the Contril Joocel bl noundor o

five yoar plan (1961—66). The Contral Lse ceinti n wes rodistorsd in
Fobrunry, 1962 with =o' orship extended t 25 © cicties which wors roniscd
by them,

N

In order £or the acndeny to have survlcl\nn wath o rity in plunnine ond
execcuticn, the Redstrar «f Coperntive 3 L8 nominated Or, aktor
Homeod Khan and feur others fron the deadon 7ot bho Zonred o f Mann e
rment of the Central Associltin, Dr. .khto d Kl wes to roruin
Chalrrmn and another faculty was to be the ¢ 1uf sxecubive: of the contrsl
asscciation 111 such time when the primiry scciotics would held ro than
50% cf tho asgets thr urh purchasc o f shore ‘C the coentrtl ass.cinti.on,

after rozistraticn of the centrnl asscciati o, it started functionins with
the credit or anisati n, o fizld supervisi n sceti n £or educati nzl,
trzinin- and orcanisatisnal work cnd o tract e ostatiom,

Scen ofter tho savin o devosits started eoming
we wore in sre not o eompetont torun, Lt othis
very oarly stase the sorvicos -f a privats ronlk wes sccurcd, Ty werc
willin: to wirk with us a8 “ur bonker orovid.d they were nt inv-olved in
the credit risk with the wmenber s Clbtlno. With the rocoi t of the rrants
froem the Govornment ond the Ford uncation, we could Awe the bank cncuth
sceurity to 2ive cverdraft t thoe vcntr‘l oo elatin B Lo wsed for credit
functions and financin- cther activitics »f th. centrail <ss cizati n. Ths
bank has boon workins with us $ines then nd okin: - 4 orofits in ite
banking cperation and 2t the o : idin- 2 weful scrvics 0 ous.
Now with new areas comins inte operaticn, othir banks 2re coupetin: to be
a part of the prosrance,

[

Running ¢f the tracteor station posed many probloms, ricl and tochni-
cal skills wers lackinz ond sprnro parts t koep the michi unnin g wors
not available, A rvu_‘nlnlb stock of spare pirts could not be tullt up as
there was none to propars a list as to what was necossary, Villocers did
net know how ©2 use and Cp T t the mochince, Outsiders wers nct intersated
in wrrkins hurd £r them, Brenk dewns of the wichines weroe quits freguent,
Villaosors were bocerming wors o nvinccd thon ovor thet the whchines could not
work in East Pzkistan.,

¢

The scrvicss of Amsricin Perce Corps Voluntosrs woers sceured €0 rons e
the troctor staticon and 21s- t0 train loesl poople., Lfter four yeors of
hard wirk by them, this yonr we have Lesn hle B0 take up the nans ~caent
of the machine shop with cur ~wn troined hwds, L11 this was costlyy we
were losins heavily in the cporati-n of the Tractor Stati-n, Bub now wue
started makins profit, '

Formers would not lis®en t. th: advice thot sh-uld foll-w C~rt'in
1mvr”vcd prLctlcos and techniquos to 1ncrv,vv :r'ductifm. Hoowoula not
use chonienl fertilizer hecousce he thousht i1 wouldd destreoy the cr-p and
land, H was sure hs knew 211l about asriculture and he had n thin - t~
learn, On ly throus h effective demonstrotion he could be eonvinced, 4
team of Japanese experts hedped the contral asscciation run o six ncre
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demenstration farm around the heudqu*rtefu of the contral associations
where the pe-ple come for trainin:, after tw: yoars of demrmstration f
unifermly zood ylelds, the firmers were convinced that the Japaness were
retter faruors and that they could learn frow them, Onec they were cone-
vinced it was not difficuidt t persunde them to use improved mothoe ond

techniquss

The Japanesc were srowin: ¢ ncistantly thres cre by irri stion with
water from the tank we have in ~ur campus, Tlllh ers wors tila thet they
alss could vrow an extra crip durin: winter if tney hirod o low 118% cunp,
They tried but the water in ths villsce tanks was not sufficicnt £ rrewy
irrizated crops. u depeondable source of irrvi-ztion wobtor wns not thore,

Ne ¢roonization which had the ability ond rés.urces wes willin: t° try

t» tap the wndersr-und witcr, Troy thousht it wis 0t w rebh tryin: 25 it
would not succeed, .. youn @ Ponce Corps ensincer, Mr, K hurb Suras stirte
explering the area for undersround water, He nvinezd that thore was

plenty ~f water, Ho storted with twe inch dizvcter tube wells. I oroved

inefficient and crstly, We had t° zet a drillin: foroman frow Wost Zrkistan

with drillin: squipnent. With loenl labour the frreman installed tue first

g-.

u (u

6" tube well and it proved a success, This £ oreman has now trained ton teams
wh can werk independently. Three teams sre workin: in thros aroas which

were openzd in three divisins and the drillin: frremon, who is nw our
drilllrj enineer, with the ~thor teams arce drillin- tu>w walls in ~ur ~rea
and the seven new areas,

Nothin: succeeds like succcess, We are now rotting the coope from oll
the Govt, departrnents, JThe Zast Pakistan Watcr and Power DDVDlPDqUMt authie-
rity is n-w working with us on 2 progsramme of rural clectridicatl n =ndg
sivins us sxpart ruidance in cxecution of o ~ro n Schene,
With 200 tu ¢ wells nd the -ravity fl-w lrriti-n system it is okpocted
that four fifths -f the area W1ll set irrisatl n ocovera o,

We have now 41 tube wells of 6" din in Comilln and 15 in three arezs of
Gaibtandha, Nat re and Gauripur, We cre havin. 20 more 6" tule wells and

+

100 Nes, 2" - tubs wells this yoar, With 2 low o8t punp Since imporbed,
2" tube wolls are provin: ocinomic, '

Mere provisi n of water for lrei-nti o does not brins tho
Perple must be teu-sht how they con use water pro [itably.
varietics noed to be found and intre duced., The Jopancsc meion, Holland
ond Burny variety petats and Taipeh 127, a poddy br,u,ht & Jopnnese,

are nﬁw srown extensively as dirriated.cr o, Adoption o0 drrication water
can T tbr nly if hl o oyielliin: ereps are introduced, The hicher the
yvicld, th, fasver 1s the wd-»ticn. If the frormers interest are t be keopt
alive kis offrrte must be suppeorted with upt- date rescarch findinso,

L s ) -
Lo LAINT

,_J

wirkin: £ r the lact tws b three ssas ns have

6 tue wells which have b
25 n, Our cxoecta-

irri -atad on averace of 58,28 8RIeS  durin- thi past
tirn was 60 acres when fully utilised,

>

erius 2 oorobhlem t> the frmers
Ty

Fle:ods and the abscnee f roads wore as

~5 thz obswunce cf dependui:le ilrrisation sys tw Pc“h f1-ds submer:sd the
poAddy plaats md killed then 1if they renained undor water fur more than
three days, If the fl:;d culd bo oquickly incd off and the <n

i
o

(

j§iew A
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‘rush of ymter int~ the Llow lyin: 2reas thr u b the net w rk «f stroams
which flcw from the hills could be stepped, the farners wore surs

save their cr-p and would ropny thoir leans Letter. o PIl T Fro jg T wes
undertaken t ~pen up the clo-:ed channcls ano to put dykes =21 .n: the
Streams, The farmers tock an octive part in ,l@nnln for thoy kntw
which channcls mest neoded - be cponed and winich stroams wore 1
first, The loeal basic demscracy councils sw.orvised the execution "f
projoct throuth project committecs and mobilis:! the 1 el 1lohour, whlch
practically remained idle durines the dry scas n, for the oxecutiin ¢ f the
woerk, Their success in huildin: w» need cioitel w rks throu'h m 2ilisstin
of otherwise 1dle labour cneccura-ed the Grvernnont to launch o w.rks pro-

sramne which has now bec me a Nati nal Prooroanme,

Increased predueticn docs not always mean inecre-sed ineome to.the farmer,
Increasad proluctin, particularly of perishable eomuoditics tent to lower
the »rice tv uneconomic lovel 2t horvest time. Unloss the price onn Lo
maintained at 2 level which is profitable for him to produce he weuld ne

be induced t+ increasc pr-ducti n., Processin: industrics can hel) in such
situcticns, The central assceizticn has n ow a cold storaze, o milk pro.-
cessins plant and 2 rice mill, Prﬁc“ssin" mits not only help in marketins
but alsc help in brinsin: extra inc-ms to thv farncrs frowm the srofit and
opsns up additicnal avenues of umal~ymbnt. L opart of the inec from the
Soriculture sector 1s apgain lourshed back b the asriculture and additi nnl
invesuvuent in asriculture help increasin s pradduction,

Like the machine stati n, ¢ 14
milling pose problems cf jaRRe ey

storase, the nilk proccssin unit, ond rico
sent skill and tochnieal knowhow,

A British velunteer is helpin: us trainin: cur cwn pergdznnsl in the mana e-
ment and maintenance of the ¢ 1d storase plant, in amqucan v Wunt-’r is
helpins in the manazemont of the milk [ rocegssin- unit W avl

expert wnder the Colombe Plan attached with the Gevernme
is assistin~y in prcduction techniques, Rice processin:

lom hecause we now have our own trained mechmnics.,

klstan

cnd ori e

The Comilla cooperative experiment started with the farmers cooperabivos
and it has as its cohjective the economic develorment of the farm populeti n,
Heowever it coull not holt its dvor clesed t0 .« thers, thoush at the 1nit1¢1
sta-e, the town area was kept rutside the f;or;ti n cf the project.  Seno
rikshaw pullsrs and artisans shiwed thdr intercst in forming cooperatives
and onlistinz with the cent l W°"<cmﬂt1 n. It was cbserved that rate of
capital fermaticn with tHva ccleties was much faster and they neeldsl vary
little external ncnetary halp t ¢ nluct their businsss, The fchb rikshaw
pullers scciety which started their eroperative in the last pe «f 1960
with nine members each s~vin: ~ne sixteenth ¢ o Tupes 2 ‘“y new owWns
95 rikshaws, two trucks, ¢no ncere and elhteen deeimal of lond, or fficw
building, a rikshaw FArras onil last year invested RS, 200 OOQ/- in brick
burnin ., Their last ysar®s balance sheet showsd a not orofit o f R6.49,000/-.
The membership; has hy niw increased to 180, Thare are othor urhon 8¢ eliotics
wse prosress 1s as fast, Last October it was therefore decilel to huve a
separate Fvﬂ:ratl n of these sccictics, c nyorisin: of rikshaw pullcers,
truck and bus drivers, butchers, corpenters, [ress workers ete, nunboring
50 sceictices, This Fuﬂ crati n by Nevember 30th has a shore capital of
Rs,150,00Q/-, Such an urban federaticn ean functi-n without nuch elabh rate
establishment, m re cc ﬁLllC&lly and can boe me self-sustainin - in much
sherter pericd of ti

e
~



The
tive,
else where -~ in places wher: therc

Cemille
Ths questi n was whethor what was
waS no

8.

in Comilla c‘ul” he Aone
LA.C&.\L,L xv- ald 11

haﬁ devel:

R }Ttv

exporiment has sh wn reas-nable success in attainin: its objec~
dine 5

Honeod Khan,
gocd working

arsas

The answor should be yesg; nrovided C nilln

and depen“ible systemn,

Our Ge vprﬂ“*qt was willin~s &~ find cut in +»rae cther areas of the throes
Advisi ns of the provines if the Comilla anorinch would wrk, Three
were <pened, ne in e¢nch ‘ivision in 1963 inc pre - ress in these throo
areag was <ncrurazing and c nsidared by‘.wny ~bsevv rs to be fagter than

m

b

on

" Cemille, Th ar,
have becen - senad and

13 nore to

aroe

financial year to Jive coversge ©

Te vive an idea of the nasnitule « f
Conilla Thana Central © ';or&tivb ;
the finﬂnvi 11 year 19€4-65 cndins
tirns of
lecan coeration st
from the tract r serviess
o net profit of Hs.,92,144..57.
”SS”Ci tin has built in o deprecinti:
2obt reserve of Re,36,000/-.

(/J

in BOtF

©1oat ReL,867, 24,4/~ At the

nLnuntvb

nre

The present v.olume of minthly tr

Rs8.,25,000/~, that of the mtohlLu staticn avern es Rs.30, ooq/- the
milliny unit averares H8.10,000/= an’ the 1-cn tronsactione Rs.75,000/ -
and -ut), The ccl! storace which has the et celty of lOOO tons is 0
to brincv L, fit f 38,200,000 per annum, The water lsvelspm sechi

this year will be insta llln“ 20 No

The Less ng We Learne? In Crmilla

The lessons we lerrned in Crnills can e

1. Ce veratives provids
ani rural econonmy in

wenth of July, B3
to the anti:
seln 'Erl
the assceinti n amcunted to Rs ¢,973 750/ -,

to Rs,159,
Its total ass

rangsacti ns of
rn

. 6" tunho wells

S

b

I yoal
NG 65 the mn

its iy
closo of the the carain:
365/~. The wubfpl tin eorast
ste etnod ot R8.8,536, 697/_. The
serve ~f As 24¢,/33/— nt oA tad

rice

an’. 100 Nos 2" tubo

f=1lowss

N s e D
frr Jdovelopnont of

2. Frr cooperatives t- fleurish and succced, the infragtructurs for
ufriculturu Lovel: ment has to he built u.. The loeal council can
mobiline the rural labour f ‘urin c lry season bo builld s the

ncensgnry capital u”rks

are made avail o ble

1real 1ivel,

thp creamary scetion sver:

(in

aetod

R

wlls .

azriculture

ans plonning

md executi ns arc “ecen trﬂllzﬂa
3. 4 stunl crolit system s ctins and precessing prfvios
a2 scun? seonrmic kase ve tc bee me sclfesustaining,
4. in cxtensive and intensive traiqinv Srooramne in acronomy, tochnienl
an’ mana;crial sliills ar2 neslel to have o breik throuzh in o-ricul-
turc secter an! £ nake arriculturs cr operatives functional,

~ut what w rks
re

It is better to fin?
reoresentative ares onl then to
sawhere,

220t the

whot -
te Stbi su

no &8 n"t work in =

cagsful incs

smaull



It "dways poys v toke help fron thooe who ocon hel: “ub it is
neeessary o oknow fqut whot hel> is nosied,

Once the suitable croonisati nal pattorn 1o 5.t w, r Ploas of

henlth, elucati n, illiteracy can o offocetively teellel,  The vork
of the cxtension a2 -oneles hee mes easicr,

Cooperatives often eomplain of n t recelvin: sufficiint ¢ oratin
from cther asencics, But it is t,VJ tht the nnin job of croporo-

a T
tives is t:¢ teach how t0 wrk toscth

Conclusions

- On the hasis of ur experience in Gemilla wn” the lesgone we have le.rnod
I can c¢rnelu’c as £11lowes

1.

Determinatisn of the policy on ecrperatives Ly any Governnent woull
depenl on what the Gevt, wants - achicve, 1o wse cveritive effoct-
ively for asriculture svelswacnt Govi, shull he willin - bt orovid

the initial ca ital for roanisins crelil service andl cthor nllic
gservices mn a lone term ere’it tasis, Thoy shoul! o willin: t~ subsi-
Ase the c~reanisati nel and sluentd nil ~ctivitics ot the initial

sta e,

o willins to pay for Suilins the infrastructure
ent which are lnckin: in =lm-st 211 the lovele

Govt, shoull b
sulture develo
c-untries

Covperatives are often ¢ nsiterc! as  hilmnthr yie or mniscti ns which
have nothins to - with Lusiness ot cortrin policy mukin: levels,
C -veoratives, to b2 an »fficient croanisation in problom s lving, shouls
bz cperatel as scun’ husiness or-anilenti-ns thouh nat Jivorce! of the
huran asucet of cooperation,

¢

The Comille experirent is .n off vt in internati-nal cooperatin in

tlishin: that ¢ oceration throush v Luntary associatim o0
of 8mall reans whe nmoks ineffoctive livin: n asticulturs can in
their ~wn cnliti-n anl can inerense the “roluctln f o Matiins 0l

an’® fihre,

It is here that 2l
intesrated an roact
their respactive

aovt, ~rtrents are wrkins throuch an
' roftive in tockling the probloms
1t tacgkle,

4

Here the rarce skills borrowel from the develoro
t  train lcceal skill, Once skill is croztet it ean roroluco,

cruntrice arc usos’

Comills is 2 model which sh we $hat con e done, The Comille o

ment is considerct by many to he ¢ stly. Experinentati n is olways

a erstly affair but the result which has heen achizved anl its entri-

buticn to future is worth tho cxpenliture or not 18 2 matter to L
nluated by Indepenient experts,
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8, 48 cne who is invelved in the administrati n of the rojeet I w ull
1like tco state the bare facts how ani to whft extent the results of
Comillz experimgnt, an offort in rural sceic cernonic Jevel rent
thrcush a cocperative methoed, has attractel the attention of the
policy makers an! has beon influsncin: the Jevelopment policies of the
Governmént, ‘

.

coveln el

a) The headquarters of the Coemilla Corperative Projucts
ice, c¢lags

intc 2 traininz an? scervice certre with n+hysﬁn91 facilitice (cof

r.om, quarters, work sho,, bank cte,) whore the Thona officers of the Nation

builiine Jdeartments an’ the seml zutentmeuws wcencics live an’ wrk, L

such, it roviles a ¢ nvenient loce for the cons o husincas or
for instructicn, an’ als. ai s the o rrlinotice cetivitics oy rovil
tem with lceent facilities in close [ roxindity &o ne an th;r”(i). The

- Tha

centre has assumesd the nime of Thona Trainins and Dovels omont Centre, 1
Provineial Government hes now unlertaken t2 muil’ w. sinil r contres in 21l
the Thana Healdguartor «f the “rovince,

b)  Ths r-joet is ¢r¢vi‘in: data for stuly an® roscarch in rursl
dovelopment te speelalised ajoencies, The Corperative Cillerse, which iz o
wrevineial institution ¢ thv Government of Boet Poekiston, is usin: the
vreject for training an! rescarch, The Dacen University, o promior olucoe
ticnal 1nst1tutl n of the c~untry' has uwn’ertokeon a stuly sn medernizntion
cf rurcl cetdomy in Cemilla o find cut what Jiiference the Comills tius
Lr?;rammc can brin: over o ~urlc’ of time in on arca compore’ o anothar
area whore the rooramme has n't hbeen introlucedl,

¢) That the Nﬁti nal Plonners are sayin: sufficicent attenti-n to the
Comilla rojcet is “crnz cut by the fact th-t in the ch pter on worke
procrante in oart 17 of the cutline of the Thir? Five Year Plan, it has “oen
menti-nel thut vrovineis ;r~‘r”mﬂ;s are ”rzwf on the hasis of mo el onorae
tiens tric” cut in The Comillq Expcrimental o The stitemmnt has Lia
recorion thus.

"Eernende zrowbh needs an infrostructurce <f Capdtel works an!l
cial institutions snd® vros-surcss which stinudotes cntre renours ami
nokes the lesirel doveloiment sossiblos, I his is what rursl Pokistan
lacks, 4an? it is this the w«rks ir'““‘n s ogecks tooswo 1oy,

Pakiston, Cemilla is usel os the exoo W; wal aren in which
tirng are tricl cut «n the hugis wf which the 1rUV1H01u1 e
are creanisodn, '

Thz chrytor on coeoperation alsc takes &um n.tice of whnt 18 bein- trind
in Coemilla, urticle 5 of chanter on e cperation runs thus "The cxorionce
caine! from the cperations of the c:;;-rmtle foroin- “olzui' ot Multnn
an! C'nilla inlieates that the srcozramme can he cxtenlel Juring the thir!
rlan ;criced, Corperative farmin-, with the farmers retainins indivi ual

(1) Thane Trainin-: Centre by Jomes Hen'ry, Morher Hervar
Plonnins iviscry Growy in Pokistan,
in article Lublishe) in the Jourmal of P,,‘
Rurnl Develcoment, Oct lor, 1963 Vel, IV -~ W 2.




hollin-s will 'e starte’ in other ~ress b aceslerate the v Dornizstion on’
nochanignti n of cultivati n  roctices, il-rly 2l
nent of milk rciucers” cooorati with iry olents will Yo cneupnocadt,

d)  Cenilla iroject hos 2ls roesive | the dus ntlom L the Prosid
of Pakistin who, in spite -f his heavy en 2 -ouonts Torrerceu Bl ns, wos
kind oncurh o pay visit to the srojeet arca 2lon - with the Provineinl
Governer an®t spare sufficicnt time © clos. The f

y ootuly the (v ject, The
Minister of Pakiston an’ sems othor ministors o f bHoth the Contral ond
Provineial Govornrents als~ o all visit t- the nren.

The preject is recelvines sufficisnt atienti-n of the 1o 20
policy wrkers S.metines we fecl we nre receivin: o little

We nre really in the nidst of our oxorinont an’
y :
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This peper tries to picture only our experiences in the Philippines
on "the role of government in cocperative educution and trainingls It
makes no attempt to speuk of the experiences in other pluces., Its

“purpose is merely to introduce the subject thru the Philippine experience,
It is hoped thereby that it will druw similur stutements from the deleguates
themselves, of taerefore « more wuthoritautive charucter, about their
actual experiences in their own cauntries.,

Philippine Cooperatives

A separation of the government ugencies regulating cooperutives has
cuused 4 division of Philippine co-ops into (a) augricultural and (b) non—
agricultural,

"As of June 30, 1965, there were reported the following agriculturazl
CO-0pS:

Co-ops: A1l Co-ops Active Co-ops
Loculs | - sl . 153
Special 13, 11
Federations (1 Netional) 22 ‘ 5
Totul . 547 169

Membefsnip ] ' 310,751 Nedo

No. of barrios covered 15,158 n,d.

The agricultural co-ops are generally multi-purpose, performing credit,
murketing and purchesing functions. They ure orguniged usually cover
4 municipality.



-2 -

as of June 30, 1965, there were reported the following non-ugricul-
tural co-ops:

Nutional
Co-ops Reporting Co-ops Membership Federation
Credit Unions ‘ 6l 107,100 1
Consumer Co-ops n 142 L5,222 1
Industrial C,O_Ops. el e e T 15 S . 2 707 _
Service Co-ops 3 Nethe 1/ -
Co-oper:tive Bunk , ) . . BT = 1

;/Co—ops Society members as of June 30, 1964,

The non~agricultural co—ops -ire primarily single-purpose, They are orgun—
ized usually among personnel in offices amd business establishments,

Philippine Government

" The Philippines hus « COHStltuthHdlly unitury system of vdvern ient,
National government wdministrution is carried out primarily through,DeDurt—
ment Secreturies/deuds of offices all under the President.

There .re four rcgulur types of locul government institutions falling
under three (3) levels:

4) the proviice, «nd (b) chartered city
¢) the municipality
d) tne burrio

(The churtered city wnd the province ure on the same level). In addition,
there aure two speciul types: Subprovince und Municipul district, A4s of
October 15, 1965, there were the following numbers of locul government
units: '

CCoprovinces - = = = = = - = 56
cities = = = -~ = = = = - = 48 (8 not yet formdlly inaugursted)
mnicipalities — = 1,365
mnicipal districts - 37
‘burrios = = -~ ~ = = 29,500 (approximate)

4 set of primurily historical and culturul factors have mude the
Ph¢llpp1ﬂt governmental system. very highly centrelized, with the local
governmsnts serving in practice us mere administr.tive units of the

niational goverrent.

The nuticnal govermn kent ugencies concerned with cooperative education
in e way or another ar

(1) igricultursl Credit administration (ACA)

(2) Commission on igriculturul Productivity (CAR)

(3) Cooperatives administration Ofiice (CAO)

(4) Agricultural Crodit & Cooper tives Institute of the
University of the Philippines (ACCI-UP)



-3 -

Bureau of Public schools (BPS)

Presidenticl Assistunt on Community Development (PaCD)
Philippine Ccconut administrotion (PHILCOA)

National Cottuge Industries Development authority (HACIDA)
Electrificution Administruation (BA)

Philippine Fisheries Commission (PFGC)

Philippine Virginii: Tobucco Administration (PVTA)

Asian Lubor Educution Center (ALEC) and College of agriculture (CA),
both of the University of the Philippines,
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The local government units wnlch ure somewhoat more concerned with
cooperative educution ure the barrios,

Other Voluntury Bodles Concerned With Cooperctive Educuation

Cooperative educution work (contributions are in one form or another)
is performed both by the co-operutives sector, by government und by various
other voluntury bodies.,

" Among the voluntury bodies (nen—co-ops) eontributing to co-cperutive
educution work are: '
(1) Philippine Rurul Reconstruction Movement (PRi)
(2) Operutions Brotherhood Internutionul,Inc, (OB)
(3) Consumers Federited Groups of the Philippines, Inc,
(4) Knights of Columbus Community Services
(5) Institute of Social Order
(6) Philippine Federction of Christian Churches
(7) Barungey Sang Virgene

Gooperutive Education Work Clissified.

For our present purposes in the Philippines, we classify the areus
of co-operutive educution, to witich contributions are mude by the various
sectors, into:

(a) Government co-operative officers truirdng

(b) Co-oper tive socictics! staff triining, and

(c) Member educi.tion (which ineludes truining of
committee members/directors)

The contributions to co-operative eaucation work by the various
sectors! ugencics we h.ve ulso clussified roughly us falling under:

(a) Finuncing of co~op. educition expenses
(e.gs, of muintuining trainors und truinees,
und of uveiling training fueilities)

(b) Reseurch to support truining

(¢c) Administration of truining and education progrums
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Government Agencies: Structure, Resources, wnd Actual Contributions to
Co-op hducution work,

Among the goverhmcnt agencics involved with co-op educuation work, the
more importunt ones from tne point of view of uctuul contributions and
evolving direction of interest wre: (1) C40, (2) CAP, (3) ACh, und
(4) accI. :

The CAQ is the govermment supervisory agency for non=agricultural
co-ops, Besides its regulatory work including «udit, it.conducts promo-
tionul wnd propagunds cuiwaigns wnd guldes newly sturbking co-ops! stuffs,
These functions wure performed primurily through o field stuff of about
65 men distributed «ll over the country, It «lso undertukes the direct
administration alone or Jjointly with other ugencies of vurious truining
courses far society stuffs rid ite.own officers, For this purpese, it
msintains an Bducation «nd Troining Division couposed of three (3)
men and dr:ws on personnel of ites other speciclist divisions as needs
arise for resource persons, The division hus hud yearly allocutions of
between #14,000.~~ to #R1,500.~ during the Liust four ye'rs. The Ca0
was able to obtiin thru lta budgetery reguest tue sum of #200,000,~
fa co-op education work, It hus since then turned over ‘the dmount
to the 4CCI for co-op education work, The C40 h.s ulso been instrumentul
in the formtion wnd finuneing of the Cemtral Cooperative Educational
Bourd (CCEE) (« co-op) which is concerned primarily with co-op educution.
The CCEB at present muintiins three (3) regionul co-oper.tive educution
officers .und publisies the co-op maiguzine "Philipines Co-oper:tive
Advocate!, preparstion of meterials for which is done primurily through
CAOQ stuffs., The a0 hus likewise prer red severul informational
pamphlets .nd muiteri.ls including model by-liws, multiplication und
distribution of which being Jldo by CCEB,4CCI and other dgeICle.

The CAP 1s the :gency under the n@w4y enucted Lund deform Code
(R 38&4) chorged with the function of promoting and guiding lgrlcul~

tur.l co-ops.

7 At present, it is still in the process of getting stuffed far its
" co~op educ.tion work, It undertukes tile training of such hired stuffs
through arrangemert s with ACCI and by tuking advintige of scholurships/
trovel grints wbroud ufjorund by intern.tivnal technical assistunce

agencies,

Its stuffing putiern envisuges co-op officers on congressional
district busis (102 ull over the country) but it also pluns to utilize
tie services of stuaffs woriing at the burrio level for co-op promotional
and proposande purposes,  1n designeted Land Reform Districts, its
co-op officer st:ffe work together with menbers of Lund Reform Project

Te:.uns,

The aC4 ot present still h.s to be a m:jor support for agricultural
co~op educition woris becouse of its accumuluted experience in this

fiseld over tne pest decnde although under the Land Reform Code, member
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education work ce:ses to be its responsibility but that of CAP., ACA
nevertheless cuntinues to play the importunt purt in the truining of its own
field stuffs (speciulized government co-op officers) in collaboration

with ACCI, It ulso avuils its own technicul men .S resource persons in
training progrums,

The ACCI is unlike the other three agencies which have responsibilities
other thun co-op educution work, Its principal job is education work being
a purt of the State University. Also i1ts concern includes both agricul-
tural and non-ugricuiturul co-ops und, 4s such, serves to integrate the
two divided sectars, ACCI, wihile o government ugency, hus and advisory
couheil druwn fram the served ugencies und concerned with poliey for
ACCI's truining and reseurch programs, ACCI thus enjoys the stability of
regulur government funding while freed from the ordinury political
pressure in its policies on programs. ACCI haus undertaken extensive
colluboration with the vurious wugencies, govermment und voluntury, in
its education work., It hus been undertaking reseurch in support of
training and maintains supporting fucilities like o librery, dormitory,
bus, etc, 4CCI mdnteins a staff of ubout thirty five (35) and has a
yeurly appropriction of ubout P350,000.~, The ACCI conduct regional
ard residential troining courses alone or jointly with other agencies
for discussion group leuders, cooperuative society staffs, directors and
committee men, und government cooperative officers. It also finunces
truinee expenses like bourding wd lodging.

Among the other government ugencies, the BPS and the PACD appear to
huve great potentials far performing co-op educution work but these
remain largely unexploited, Both offices huve field staffs even ut the
barris level, Among locul government units, the barrio appears to be
of potentiul importunce. A new luw, the Revised Barrio Chuarter, men=-
tions co-ops as o mutter of concern for the burrio governments.

Concluding Remurks

Over-all we might say that compared to the volume of needed co-op
educ ation work, the efforts so far of government while credituble ure
unable to muke up for the deficiecney of the voluntury sector in co-op
education,
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Introduction

Yhe subject of future relationsghip between Govermment and the Cooperative Movement

is of & nature which will defy <1l attempts to evolve norms for all countries and in
all situations, The relationship will depead upon several factors and local conditioi
in each country. The most important factors will be the strength of the Cooperative
Movement itself and the place givea to Cooperation in the cconomy of a country. It iu,;
therefore, possible to discuss only a broad pattern of relationship between the two.
also it is expected that the paittern of relationship will evolve itself during the
deliberations of the confereace, and it will be premature at this stagc to state
definitely what this pattern should bec. Only certain basic aspects underlying the
problem of relavionship can be briefly stated in this document.

The bagis for present relatiocaship between the
Govermnent and the Cooperative Movement

In almost all the countries of South-kast agla except Japan, the relations betwecn
the Cooperative Movement and the State arc very close. 'The governments in almost
21l these countries have evolved a pattera of administration, finance and supervi-
glon for cooperative socicties. During rceceant ycars, the relationship secms to
anave growa thicker maialy owing to the fact that Cooperatives are belng promoted
204 developed by the Goverament as a part of their planned economic development.
‘‘he planned economic developmeat has put on the Cooperative Movement the onus of
developing at a rate much faster than what normally they would be able to keep.
The result is that the necessary leadcrship, techaical kioow-how and finance

needed for such rapid development and wialch were not readily available in the
Cooperative liovement, had to comec from the Goverament., 4s planned economy is
soing to be a regular feature of economlc development in most of the countries,

1t is inevitable that the Cooperatives are assoclated with the process of econouic
development and coatribute taelr shore of efforts to achicve the desired results,

Government Initiative

The reasons for the very closc relatiocaship between the Cooperative Movement and

the Govermmeitt are oartly nistorical cad psrtly, as stated earlier; due to the
deliberate policy of the Goverameat towards cconomic development, In the early
days when voluntary orgailsations were aot o common feature of the society in
developing countries, any initiative in formulating organisctions on the basis of
~o1f=hel, and were voluntery in character had to be promoted,cxcept iu cortaln caces
where local leadership was aVullablb9 by goverameat agencies. Hence, cooperatives
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zlso came to be initiated through goverument cfforts. Later, cvea the rolc of
promoting and supervising the cooperatives had to be with Goverament and spon-~
taneous cooperative growth was not possible. dowever, things have changed and
instances of spontancous cooperative growth are not lacking., “he process of
transfeyof powtr, howsver, to the Cooperative wmovement has not yet gathered
momentum and it appcars that unless the Cooperative MHovement itself rallies
round 1ts forces and becomes aua integrated force in the national economy, the
Government will remain in the picture for many years to coms.

Coopsrative Legislation

io implement the coopcrabtive policy of the goverament involving extensive
adninistrative and finaacial responsibilitles, the goveraments had to ensct
cgislation ecmoraclng almost all aspects of cooperative activity. The majority
of cooperatives draw thcir strength more from cooperative legislation than from
the body of members. Ior svery cooperative actioir or initiative the Cooperatbive
look to the various sections of the Coopsrative .act, It is ratibor uafortunate
that in som¢ counatrics the Latroduction of planacd economic development has
enlarged the scope ol cooperetive legislation and has increasced the administra-
tive machinery for implemcating the verioug schemes of the govermaont incorpo-
roted ia the development plans. It may be nccessary to have cxtensive coopera-
tive legislation to administer toe Coopiratives, but it is not necessary that
the admiaistretive authorlity be nccossarily with the goverament., tThe federa-
tions of cooperatives in vorious sectlons could be entrusted with the regponsi-
bilitvies reaging frow cducation to audit with regerd to thelr affiliatced
Cooperatives, The most sulteble patberin in this respoeet should be the iavolve-
neat of federations in the implementabion of various sections of the Cooperative

act and Rulcs.

the Regisirar

From out of tic vorilous ssctioas of the cooperative legislations ia diffcreint
countries, a very powecrful wpersonality emerges. This personality is of thne
Registrar or the Commissionsr responsible for thc exscutlon of various powers
vested in hin by the Cooperative ..ct., The Registrar is the pivot of the entirc
cooperative gtructure., In additlon to tane suatutory powers, ne enjoys several
cxtra~gtatutory powers which zive hin wide discretics with regard to registra-
tion, development, iaspection, supervision, ..ad dissgeolution or the
Cooperatives, Some of the non-defined powers of the Hegistrar leave very little
incentive and initiative i1a the hands of the Cooperatives and thelr Federations
4s for most of the important decislons they have to approach him from time to
time. The Hegistrar has becn described by some as the creator, preserver and
the destroyer of the cooperative societies, by others as thelr friend; philo-
sopher and thc guide. In wietever way one pubs it, the fact is thav the
Registrar still dominates the cooperative scene. the basis for evolviag a
fubturc patiern for sdmiaistering the post of the Hegistror is to gradually
tronsfer his cutra-statutory powcrs to the business federations and dNational
Cooperative Ualoas leaving to tiae iegistrar oanly the minimum statutory powers

whlch .s a public servant nc 1s expected to cxecute towards public bodies.



ihe dgture of Govermmcatl ..osistance

1he various aspucte of Govermicat aseistance and the very atuce of it will

be discusced 1o various other sessicus of the Conicrence. Howcver, it may bo
relevant to meation here the verious areas ia wiich Govermacnt assistaince coula
be legitimatel; asked for by cooperavive socicties from the Governmeats. 7These
arcas are:

(i) Loans for various siort~ter:a requlrcicints of the Cooperatives;

(ii) Subsidics, i.c. permancnt graats to Cooporatives for undertaking
initial construction cr for mecting managerial cxpenscs or for
undertaking an activity which canuot be financed by the
Cooperatives;

(iii) Guarantces for responsibilitiecs undertoken by Coopcratives in the
shape of repaymcat of loans, or interest, ctec.;

(iv) Extension of contracts to Gooperatives for public warks;

(v) Tax concessions on iaccne as the Gooperatives rcbura the profits
Yo their wcubers 1a proportiocin to ths scrvices rendered;

(vi) iiscellancous escistaancc in the rform of allotncat of land,
building, etc, for cooperative activity.

The Govermment should discourage the preactice of dealing in above matters
directly with the primary and sccoandary cooperatives. The asgistance should
invariably be channelled through thelr Federations. 7Yhis will help integrate
the cooperative structure.

Recommendations of the Ministers! Conference

The Conference of lMinisters of Coopcration on "'he Role of Cooperatiocn in Social
and Economic Dovelopment? held in Tokyo during april 1964 recommended the
following as the basis for collaboration betwecn the Government and the Coopera-
tive Movement in developing countrics.

"while the importance of the Cooperative rovement as a voluatary Movemcnt cannot
be over-emphasized, it would be aecessary for the movement to accept Government
assistance espcclally in the iaitial stages. The role of the Goverament should
be cssciatially proamotional ant the atcessary juldance and financial assistance
should cease as soon as the rvoveneat is in a position to look after itself but
no sooner."

"Governnent policy should be dircctcd to sceuring fair trading conditions ana
if the Govermment itself enters into the ficld of trading, preference may be
given to the use of cooperatives for such operations. the implementation of

a fair trading policy reguires not only the passing of the recuisite laws, but
more particularly a proper eaforcement of such laws. .ny legal hindrances to
the dcvelopment of the Movement, as for example arca limitation or inability to
trade with non-members, should be removed, !

"Po obtain a coordinated approach to cooperative problems, it is most desirablc
that goveramcnts should review their policies for providing machinery for colla-
boration between dificrent linistrics and Depertments, as for example, by
cstablishing joint commitbecs or other satisfactory means of liaison.”



Recognition at the International Level

I'he need for drawing upon the resources of the Government for cooperative
activity wiich alms both at social and economic development of the people,
has been recognised by tae Cooperators all over, The International Coopera-—
tive »lliance through its Central Committec which met in Zurich in 1946
expressed the following vicws on the relation between the Government and the
Cooperative Movemcnt:

"The Central Comalttes of the I0u. recognises that there is identity
of alas betwecen coopirative actioa and the action of the otate,
provided that the laticr be freed irom any coalition of private
interests, and that it corresgponds to the ascessity of an organi-
zatlon which places an cconomy of service above an cconomy of profit,
botir from < natioaal and an iateraational point of view,!

"The Cooperative Moveucnt is awcre that the Stute is being led to
take mcasurcs 1ln order to assume the direction -of tic whole spaere
of ceconony. (ilowever) the action of the State necessarily has
limits, and in 1ts efforts towards the gensral organisation of
econony 1t cannot do without the colleboration of cooperative
institutions of all kinds. Cooperation being an organisation
built up from below, and walch groups in federated orpanisations
units of a personal and family character which are at thc basis
of economic ana social life both in towns aad in the country, is
the only organisation capable of linking those uwnits organically
with any plan embracing the whole sconomy,

Wnee this iz recogniscd there will be no oppositlon, bubt rather o
judicious distribution of tasks and o rociprocal collaboration
between the activities of tne otabte and those of Cooperative
orjanisations that nust be associatced with the State activities,!

"he Cooperatbive iovensat 1s, thorcfore, cntitled to claim from the
public authorities the liberty of its full developnent in the large
ficlds of economic life where Cooperation succceds in reconciling
order, efficiency, end liberty, by a freely acceptcd discipline,
and the putting lato gractice of tae principles of self-hclp and
nutuality. ! '

sasis of Futurc Bolationship

betweca the Cooperative dovement and the

ihe basis of future relatiocnshi
n the following naln factors:

o
4
Goveranmcnt will lurgely depend o

(i) The streagth of the national federations;
(ii) 'vhe availability of cooperative lcadership;
(111) The intcrnal rusources of the Cooperative Movement;
(iv) Competonce of tine cooperatives to cffectively mect the
challenge of other agencics in the field;
(v, The extcat to waich the Cooperative covemeat has been able to
bring epouvl an active participation of thelr nehbers in coopera-
tive activity througn a process of educatlon;
(vi) The nanagerial cfilclcicy which has becn developed amongst
the meabers of the cooperative staff through training,

decmonstration, ete.
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Sone of the Taportunt asveets to be Jdorie in

pind in Considcering the Paticriy ol Futurc

Relationghip

(1)

(i1)

(1i1)

(v)

(vii)

(viii)

It is ncccssary to casure that while enacting cooperative legislation
and administering it through the Govermment machincry, the Gooperative
principles are not violated., The ultimate success of Cooperatives
depends larpcely oa its ability to prescrve agaianst all odds the
integrity of cooperative character ana follow the priaciples of
Cooperation.

While it may be accessary (o undertake in the earlicr stages of
development gsevoral meosurcs by Governmcnt to promote cooperative
activity, 1t 1s also accesscry simultaneously to undertake action
eiming at developing federal agencles which will take over these
responsibilitics for impleneating certain Sections of the Coopera-
tive dct and only thc bare statutory responsibilities of Government,
nanely, registration, audit of certein types of socicties, liguida-
tion, ete, should be reteined with the Reglstrar,

“he Government action in assisting the cooperatives should be based
in such & way thct intur-cooperctive rclations are strengthened, 1
other words, the Cooperatives should be allowed to grow as an inte-
graved structure.

Prioritics should bc fixed for the gradusl transfer of responsibilitics
to tho federations. o beginaing in tne immcdicte future can be made in
this direction by transfcrring respousibilitics for cducation, promotiou,
supervision of the cooperative sociectics to the federations.

The financial assistance to be given to cooperatives should be as far

as possiblc ia healthy proportion to the flnsnces raiscd by the Cooperu.
tive Movenont itself. Ia other words, if a section of the Cooperative
Lovenent dovs not have a chance to raisc its own resources through 1ts
anrael trading, it would be a futile cffort on the part of the Govern-
nent to load such cooperative scction with enormous amounts by way of
loans, subsidy, etc. The organic strength of the cooperatives should
not be impaired by Goveranent cssistance,

Governacint assistance givea ia the forn of finance, personncl,
guicance; ste., should ia no way give veto power in the hands of the
adninistrotors wiich mey rem 1t in over-riding the decisiouns of the
cooperative socictics.

The policy of the Governacnt for cocperative acvelopucnt should alweayo
be evolved in consultation with the Cooperative iovement, In scime
countries bodies like Cooperative Councils have been cstablished to
formulate cooperative policy. These bodics consist of representatives
of Cooperatives «s well ae the Registrer. This rorum has proved to be
of great usc in formulating cooperative policies, and

The Registrar has several adninistrative and cxceutive functions. It
will be wrong ia principlc to give him judicial functions also. Erfort.
will have to be made to take out the judicial functions of the Registrar
snd enbtrust them to an indcpendent body such as a Cooperative Tribunal
as has been doas in o fow cascs.
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1. Promotion of Cooperatives

1.1, Western Countries

Promotion inveolves organisational and educational work.
In the countries of South-East Asia, this function is largely
performed by government agenciss. In many western countries, in the
past, and even today, croperatives were sponsored by the members
themselves or by thelr secondary organisations, or by other social
welfare organisations.  The members and also the sponsoring organisa-
tions undertook educational work among the members to ensure the
success of cooperatives, Cooperatives being voluntary organisations,
it is argued that government should not come into the picture in
the promotion of cooperatives and get directly inveolved in the
working of cooperatives. In these countries, the role of government
was largely restricted to enacting a law for recognizing and providing
legal status etc. to the cooperatives, This is a traditional method
and it 1s believed to-be the only method that should be adopted in
the development of cooperatives.,

1.2 Developing Countries of South-fast Asia

Because of ths high literacy level, promotion of co-
operatives in the western countries did nct raise many problems. In
the countries of South-iast Asia, whers s large mejority of the
people were illiterats, a number of difficulties werz zncountered
in the promotion of coopsratives. Though Cooperation in the sensc
of joint working of two or morc persons is as old as human socicty,
in its modern technical scnse of a consclous activity and as &
philoéophy of life, thc concept was modern to tha bulk of the
population in the region.  Therc was, therefore, a nead to educate
and train. the persons in thc formation and the working of co-
operatives. Members, and ospecially committee members, had to beo
taught the meaning of Coopuration, its principles and practices,
and methods of conducting coopcrative businsss. In the village
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particularly, it was difficult to find qualified secretarios and
accountants. All this work, therefore, involved: considorable ground
work in cducating the members and also in training thc office bearsers
in thc working of coopcratives.

1.3 Role of Govcrnment in the ™ast

The couhtyies“of South-iast Asiz are mainly agricultural and s
large mejority of the population live on egriculture. During the
later part of the ninctecnth century, the conditions of the agricul-
tural community deteriorated to a great oxtent. In their attempts to
find a solution to the prokloms of agriculturists, the governments of
these countries thought that organisation of coopsratives among the
agriculturists, as was boing done in the western countrics with grest
advantage, would help to solve the problems of peasant communitics
and contribute to tholr saclal and economic uplift. . Cooperative
movement in these countrics, therefore, was first initiated in the
agricultural sector. In fact, in many countries, serious attompts
in the organisation of cooperatives werc launched particularly after
the 1929 depression. In the organisation of socictics among the peasant
communitics many problems had to be faced., Majority of the agri-
cultural population was i1lliterate and thcir industry, both production
and markcting, was largely controlled by a host of intermediaries.
There was, therefore, a great nsed to educate the population and in
generating consciousncss emong them about their low social and cconomic
condition and the improvement that thoey -could bring sbout through
joint and organised zffort. 1In this cfiort, it was not possible to
expect any initlative on thy part of the sgriculturists. Again, duec
to various rcasons, social and/or political. leadors and other
organisations, did not evince adequate interest in the education and
organisation of the peasants for their cconomic and social betterment.
No doubt some efforts wersz nmade by a few individuals and organisations,
But, by and large, they wsre scarcs and sporadic., It became, there-
fore, necossary for the governments to shoulder this rosponsibility of
initial cducation of members snd organisation of socistics. For tho
purpose of undertasking this work, in zlmost all countricss, sepzrats
departments were established under the charge of a rogistrar/commis$ioner.
Governments also encouraged thi soclotics through the provision of
financial and other technical assistance.

1./ Registrar/Commissionsr and Cooperative Departments

In thess coﬁntries, thercfore, the part played by the
governments was much more sctive as compared to western countries
znd constituted the main spring of cooperative development. 1In
Indie, for cxample, when Cooporation was first introduced, registrars
of coopcrative socicties wore appointzd in the provinces (now states),
whose dutics wero expscted to correspond to thosc of similar
officials in Aurope and to reslate mainly to registration and
dissolution of societics. In practice, it was found that, both in
Indis 2nd in other countries, the departments were busy in cducating
the fermers and the craftsmen to the possibilitics of the cooperative
mothod znd later actively promoting the formation of cooperatives and
providing all assistance.

contd.....3
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The working of the dopartments involved nat mer ly suditing Lut
frequent inspoction, «tt.ndance ot coopurative mectings and corntinuous
help with book-kueping and clerical work. In carrying out 211 this
work, thc cooperative deportments in thes. countriuvs hove grodunlly
built up considorable stuff of regionul officors, zuditors, suporvisors
and inspcctors. Many of thom are stationsd in the country far. from
the capital city or tho principal officus of the departs nt.  ufforts
wers also made for croating facilitics for tho training of porsomncl
of thu department in organising cooperativos and in suporvising
their functions.

Government sponsoving of coopsratives had also its drawbacks.
Since in many cases, the cooporatives were not the outcome of the folt
need of the people, a number of cooperatives founded oy the administra-
tion did not have the popular support and wurs not strong. Often the
benzficiaries considercd these cooperatives as government bodics
or welfarc esgencies intendsd to provide financial and other assistanc:
to members.  As a result, in meny cascs the cooperatives were mercly
paper cooperatives, Being largely initiated by government, tho
departments concerned wore also given many powers to control the
movement. In the process of working of the cooperatives, membors,
not being given adequate training in-the disciplines of cooperative
prineiplcs and practlices, committed a number of mistakes, The
governnents, thercfore, went further to arm the departments with mor:
powers for cffectively controlling the socictics., In gencral, howev:r,
it may bo observed that during this period, governments did not adopt
a systematic and constructivs approach . in the cencouragement and
development of cooperativis.

1.5 Role of Government Today

After the achievement of political independencs, thesc
countries have launched upon developmont plans. In these plans,
emphasis is laid on the organisation of coopcratives in difforent
fields of cconomic activity. The governments in thess countries,
thorefore, have started sponsoring coopuratives as a matter of deli-
berat: policy. In the field of agriculture particularly, farmors have
becn persuaded and in some cases even compelled indirectly to organisc
thomselves into cooperatives so that they could derive the benefit
from organis:zd action and also of government financial and other
assistance which is being largely routzd through coopsratives., Becausc
of the moral and finasncizl support, coopcratives have succeeded fzirly
well in certain ficlds in a2 fow countries. It is hoped that though
in the initial stages, those cooporatives rely on ocutside agencies
for educational purposc or Iinancial assistance, in the cours: of
time, they will becomc complotely autonomous and indepdemt. The
experience so far gained suggosts that given. the necessary positive
approach, it is possible for the government administrative departments
to promote sound and viable cooperative organisations. Simultancously,
attempts are also being mede in thesc countrics to pass on as much as
possible the promotional work of cooperatives to non-official organisa-
tions. In Japan, for examplc, the National Union of Agricultural Co-
operative Associations and’ the Regional Unions look aftor the
promotional work. In India also, promotional, aducational and

contd....4



propaganda work is being gradually transferred to the cooperative
organisations. By and large, it may be observed that, in =211 thousc
countrics, cooperatives or other voluntary organisations have baen

rathor slow in assuming this function.

1.5 Reasons for Slow Trensfcr of Pouers to Voluntary Bodics

(ne of the important rcesons for the slow transfer of thusc
functions to thc voluntary bodics is that few of such bodics have
adequate funds for the purposz. This problem is to some cxtent boing
overcome by providing financial dssistance to such bodics and also by
raising their funds from the existing cooperativaes. Besides, the abl.
men who could provide lcadcrship to the ccopiratives are also very fow,
From certain points of vicw, as indicated earlicr, 1t would bo morc
correct to say that cooperatives or other voluntary organisations
have been rather slow in sssuming this rosponsibility.

Another reason is that the developmont plans for the co-
operatives are buing largely drawn up by the governments, In the
oxecution of the plan projects and in achieving the plan targets,
governments mainly rely on the departmental machinery. This is

scausc of the difficultics involved in coordinating the cctivitics of
the departmont with those of the voluntary or cooperative organisations.
This ‘has also partly contributed to the slow transfer of the promotiona
function t» the voluntary orgeanisations.

1.7 Summing-Up

In conclusion it may be observed that thers would be nothing
inhers=ntly wrong if the state takes up the wirk of spousorship in
order to ussist the coming up of & sound coopsrative movemont, That
the stat. did not do so In the past nor doos 1t oven today, £s in some
of thv western countrics, cannot be an argumcnt for not doing the
sam: now in the countrics of this region. . Bicausc of the abscncc of
a2 yell thought out constructive policy and finsncizl ond cther nced:d
support, a fow cooperatives might have failod, With = constructive
approach, the state should be ablc to tuke up the work of sponsorshis
in the interost of the community till cooporativ:s or other voluntary
organisations are in a position to tak. upon thomselves this
responsibility.  Simultancously, <fforts also should be made to
sncourage voluntary organisaztions to assume the responsibility of
promotinsnal work so that, in course of time, these organisations
will b in a position to shoulder this responsibility and discharge

it cffcetively and cfficicntly.

2. Supcrvision of Cooporative Socictics

In countrics whers o largs majority of the poople arc
illiterats, oxtornal guldance, control and check over the cooperatives
and cducsting the membors, office boarcrs and cmployzos of the
sociztics in the theory and practics of Coopuration for sccuring
sfficicnt and smocoth working »f the cooporatives, nccd hardly be
cmphnsisod.  Sxtornal guldance, eontrol wnd chock over conporatives

is undurtakon by the spocicl machincry provided £or supervision.

comtd....5
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Supsrvision covors finoncinl, administrativ. =nd promoti nal o
cducationzl zspeets. It has the importent ain of promoting and not
merely tosting, the officiincy of 2 soci ty. Sup.rvisin 4iff.rs froo
dqudit in the scnso that it doos not aim mercly at tosting the
officicney of o socicty but at holping it to bo _ffieint. Tt s. ke

to ensurc that the defeets noted at the sudit have boon roctificd

and that thu operations of the soyeicty wre unlortzken o businoss-

like and on gonuincely cooporative lin.s, Tt 2lso comprehoends the task
of instructing the mombers and office boarcrs in cooporative principloes
and the propagation »f the movement by the organisation of now
socicties. 1In this sonsc, supervision should also b distinguishod from
that of »ffice inspection ~f cooperative organisations usuilly undor-
taken by the staff of cooperative department 2o o pnrt of thoir nornal
administrative dutics, Iffcctive suporvision, therefore, is an
gssential ingredient in bullding up a strong cooperative mevemont,

2.1 Supervision and Agricultural Credit Sociotics

The functions of a supcrvisor might o some cxtent diffoer
according to the typoe of the soclety superviscd. For cxample, in
respect of an agricultural credit socioty, financial supervision would
include assistance in the preparation of loan statements, maintenance
of loan ledgers and other rogisters of societics and roctification
of defects in its management pointed ou by th: auditors, It further
embraccs certain functions which are of varticular intorest to
cooperative financing banks., These include, among others, ensuring
that the loans drawn arc within the maximum credit limits of the
societics and that they arc properly divided as between short-term
ana nedium-term loans according to the purpose for which the locns
arc borrowed and that the society has repaid its dues to the bank.

It would elso be necessery to supervise, in a gencrel way, that thoe
loans are utilised for the purpose for vhich thoy are given; that tho
overducs do not accimulate and extensions aro given with the approval
of the central financing agency. Many of those are the dutics of thu
secretary of the society, but it is the rosponsibility of the
supervisor to ensure that these dutics arc preoperly carricd out.

Rendering assistance to the soecictiss in its administration
so as to ensurc that the affairs of the socicty are conducted in
strict conformity with cooperative principles and in accordance with

thz bye-laws of the socicty falls within tho scope of administrative
functions of the supervisor. The supervisor has to sco that the
office besrers work in & spirit of hormony and justice without toking
undus advantage of their position. In shert, the scope of function
of supervision not only includcs inspection and cadit of socicticis
but goes bayond that and covers education ~f office bearers and
ordinary members of the socicty and providing constant guidance in the
administration of the socicty both in respect of cooperative and

business aspects.
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2.3 Functions of the Suscrvisor
éroadly, the functions of the supervisor include :
2,31 to szo that tne rzsources of the socicty arc properly utilisud,

~

2.3 to check the aceounts of the society and to sec that they =rc
properly maintaln:d, :

2.33 to ecnsure that the socicty operatss in 2 busincss-like mannor
and maintains its cooperative charactsr, and

R.34 to remedy the weasknessoes and deofeets indicated in the sudit
rcport.

In performing his functions, the suporvisor would got the
neccssary guidance from tho latest audit report »f the socicty. It
would be the duty of the supervisor to intervens and provide prompt
assistence so as to cnsure that 1ntbnt1dnul or unintentional mistakes
ar: not committoed.

The supervisor should also be helpful in the organisation of
ncw soclictlics. Since he 1s in the intimate knowladge of the arca and
the poople, he would definitely be in a position to look out for
ocpportunitics of fruitful cooperative activity in differcnt fields.

He might also bo helpful in the reorganisation or revitalisation of
socistizs and in proviiding advice to the local people in the formation
of cooperatives and in succuring assistance, if at all there is any,
which gould come from the govermment end othor sourcos.

2.4 Suvpervision Machinory

In India, ag also in mony of tho countrizs of ths region,
there is howsver no uniformity in the agency ongaged in suporvision
work, Supervision work is undertak:ﬁ by different agencies; by
fedural cooporatives, by cooporative unions, and by government. In
fact, in nany countrlus,,lt is ususl to find all these agencics
engaged in supervision work in varying dogroos.

2;5'Sup¢rvision by Departmental Porsonncel

Supcrvision work undortaken by the departmental staff has a
number of drawbacks. Tris is barticulsorly so in these countrics
wiiore the plans for cooperative development are formulated by the
government snd the cxecution »f the plens =lso largely rosts with
the governmont.,  With roefercnce to Indic it has boen said that where
supurviscers arc departmental officers and are controlled by the
dopartments, the departments have largeoly utilised the scrvices of
the suporvisors in the organisation, registrotion or cmalgamation of
the soci tics &0 as to zachicve the plannd terget of »~rganising

Ll

socictics in the plan period. It is 2lso complainzd that in meny
- . . . o ~
casus, tho suporvisors arc mainly cngaged in other routine work of

contde.....”?
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the department such as ¢:li ctin of stotistics roquirel by th co-
operativ. dopartment. Und.r such circwsstenc. s, the suyorvisors ar
not likely to porform th .o b ;5 wxXpectod »f them in o fficiont and
sffeetive munncer.,  In fact, the authoritios clso julg the o orf roons
of the supoervissory staff by thoir suce b
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wehi vl in the srgoniso-
tional work znd in carrying o other routin. looartmontel werk.,  Thodr
contribution in-imparting cooporative cducuti n and in gonoroting
cooperative conscisusnuss smong the ~rdinary mombers and offic.

bearcrs of the cooperatives, which, in fact, is vory importent is not
given the importance it duscrves. It is said that oven whore the
functions »f the supcrvisor arce clearly and jrociscly indiceatel, ho iz
likely to got invelved in the routine des-rtmontal work and neglect his
main responsibility. Supervision by governmont officials, thorzfore,
is not likely to meet the domands of the situntion. Though it has:
been claimed that cooperstive unions or foderctions are well suited

to undertake the work of supcrvision, in very fow countrics znd that
ton in certain scetors of the movement, th - unions or fodorations have
undertaken this work. With the oxception »f Japan, it is )
doubtful the extent to which this functi-n is being discharged by
the unions or federations offectively.

2.6 Noturs of Suitable Supsrvision Agency

The neture of the cgeoncy that shoull undertaske the work of
supervision of cooperatives has baen a controvorsicl issue sinc: long,
In India, the nature of the supervision machinory has bien cxamincd
by a number of Committecs of Enquiry appointed by the central and
the statc govermments. All these committecs wore unanimous in
suggesting that the suvervision work of the societics should o
undortaken by the respective cooperative folderations in Jdiffsrent
sectors of cooperative movement, For example, the working of
primary credit societies ghould be supervisod by the central cooporative
bank, and that of industrial cooperatives should be supsrvised by
the federal zgency of the industrial cooporatives at the district
levels., In 1954, the A1l India Rural Credit Survey Committec
recommonded that the central finencing agencics are the appropriate
agencics for the work of supervision. This suggestion was upheld
by a numbar of committess appointed by the government ir the subsco-
quent years. It is said that in the dovelopment »f the cooperative
movement znd in providing finecnecial and othor assistance to the
members elther in the ficld of agricultur: cr smell industries;, thoe
central foderal agoencics are oxpoctod to ploy =2 cruelal role and it
would thercfore be difficultl for thusc fodiral agenciecs to offccetively
administer the cooperative system in the cbsoneo of control over
supervision machinery and its clege association with 1t. It is also
natural for the primary coopcratives to scok guidance, zdvice =ni
instructions in all metters affecting their business from the feleral
agencices which would support them with funds required for thelir
business.

The assumption sy the foderal socictics of the responsibllity
for supervision work over thelr affiliated constituents will also
contribute to the building up of sclf-relience in the -cooperative
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movement. The arguments in support of this arc :

.61 this will provide a sense of belonging to each othor so thaot
the primary, the contral and the apox level socizties, fucl
part of onc integrated structure,

2.62 = each higher body through the mcdium of supervision can take
promotional intcrest in propagating tho movement as woll =s
protective dInterest in locking after the constituunt socictics
in distress, and

.63 this would pave the way for the sventual transfor of somoe of
the statutory functions of the reglstrar of cocpurative

societics, which the federal socistics are best fitted to
dischargc.

In India, in many statcs, the responsibility for supcrvision
has been transferred to the central financing sgencies, anl in other
states, attempts arc being made to transfoer the work of supervisizon to
fedoral agencics as early as possible. It might be indicsted that
even in the ecerlicr group of statves, promotion and supervision
work is to some extent still being handled by the departments. This
is duc to the fact that cooporative federations arc not uniformly
strong irn all the regions and they lack adcquats rasources for the
aypointment of quealificl suporvisory personncl. In overcoming this
‘difficulty, in the initi=al stages, the governmonts might consider
the pnossibility of providing adoquate financial assistance to the co-
operative foderations so thzt they could shoulder the rosponsibility
of supcervision work.

2,7 Organisation of Cocpecrztive Fedeoraticons

If it is agresd thet the eooperative federations arce the
appropriate agenclss for und:rtaking supcrvision work, zs 2
cornllary to this, 1t is also nccessery to wuphasisce the formation of
central and >x socicties in thosc cooperative scctors whore tacy
do not 2xist at present. Simultancously, «fforts als~ should ko made
for the building up of cadres of qualificd =nl tralncd porsonnsl at
apex and central laovels go that the task of supervision is. lischargcd

in an ¢ffcetive and efficient way.

3. Statutory Functions of the Registrar/Commissioncr of Coopecrative
Sociatics

The statutory functions of the rogistrar/commissioner of co-
: registration, audit, inquiry and
dissolution of the cocperative socleties.
However, only two cspects namely,
dcalt with here,

operative societics include
inspection, arbitration and
All those functions are important,

registration and audit <f conporative socictices, are

3.1 Hegistrotion

-

P rogistration is thoe acquisition by 2 co-
z]l purscnality with ceortain attendant
tration, th: socinty zcguires the right of

The main value ©
operative socicty of o lig
alvantages.,  Through regis

I
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representation by officiuls and the right t5 su. and to rocover i-bts.
This 2lsc carri:s an :tlipgation n th STt T e socioty to koo,
proper Looks of accounts cni th ir _rosntation annuslly toothe
Government cuthoritics, d

The function ~f registration is omorolly roesemis @t b
the rosponsibility of tho state, ani th. < lministrativ. - athority
cencerned is created ny the lsw for the urpos.. This ,owor is found
vestel in the registrar/c mmissioner of cH. rotive s ol tiog.

3.2 4ulit

i3 Audit aims at checking the accounts and books of a businocss
in such a manncr that the report submittod thoeroon roflecets its
correct condition and progrsss.  Audit invelves a systomatic sxamina-
tion of the financial trensactions of o businoss os rocorded in its
books which will crnable tho cuditor to satisfy himsclf vhothor or
not the balancs shset has boen drawm up properly so as ts cxhibit

a truc and correct vicw <f the state of affairs of on onterorisc, I
includes @ skilful and diligont serutiny of tho genuincenoess of the
transactions recorded in- the books of accounts., Thoe moin objoct of
the audit of o cooperative socicty is to insurs that it has carricd
out the roquirements of law governing the working »f cosporative
societics as also that it functions on sound lincs in zceordance
with cooperative principles snd practicos. a4 well-doslgncd systen
of regular and efficiont audit is as necossary asg continuous and
effective supervision for the sound growth <f the coosperctive movoment.

197]

3.3 Audit Agoncy

In all the countrics in the region, audit »f cooperative
socictics once a year is thoe stotutory function »f the registrar/
commissioner of coopurative socictics. In e state in India, namoly
Uttar Pradesh, audit of cocpoerative socioctics is thoe responsibility
of the chiof audit officer working undor the control of the finonco
department,  In India, as woll os in som:e other countrics ~f thi
region, thes practice of cntrusting audit of cooperatives p
of large societics, to cortificd auditors is also provalent,
auditors are generally olected by the rogistrar/commissioncr and
put on a pancl, In ono or two states in Indin, for cxample, co-
opcrative societies arc auditod by rotired doportmental officors.

contd,....1l0



3.4 Suitable Agency for audit

The agency that should be responsible for conducting the
audit of cooperatives has also been a controversial issue sincoe long.
The controversy has two aspects. The first rolates to the question
whether audit should be the responsibility of the govornment and if
so, whethsr this rosponsibility should lic with the registrar/
comnissioner of cooperative socicties. Some cooporators arguc. that
cooeratives. should have their own arrangements for providing audit
services to them, as is being dons in somoc of the western countrics
where audit is in the hands of federal coopcrative institutions, In
Germany for zxample, towards the ond of last century, cooocrativas
sct up their own audit unions., It is ncsiless to add herc that tho
governments in such countries reserve thair right to have 2 test audit
and to teke other neccssary measures for the proper working of tho
socicties in the intercst of the community at large.

The controversy whother the responsibility for the audit of
coopcratives should lic with the rogiStrar/cqmmissionur has assumed
particular significance in thesc. countries but particularly in
India becausc of the role played by the government in the promotion
and supcrvision of cooperatives and also in encouraging the develop-
ment of cooperatives through provision of large smount »f financial
assistance. In cortain scctors of the cooporative movement, the
cooperative departmonts in thesc countries are decply involved in the
nanagoment of the socictics. For examplce, in India, in some sncietics,
the registrar or his nomince occupies an important place as president
or vice-president cte. of the society. In view of the deep involve-
ment of the cooperative depertments in the promotion and dovelopment
of cooperatives, it is argucd that the audit »f the sncietles by tho
registrar may not be impartial and objcctive snd help to providing
a truc picturc of the cooperative movement., It is, thercefore,
saild that auldit work should be undertaken by a department indopondent
of the registrar. '

In India, for example, the All India Rural Credit Survey
Committee (1954) obscrved that though zudit should contiru: to be'in
the hands of the govermment, the chief auditor of the conperative
department should be rasponsible to the development commissioner and
not t2 the registrar. The Commititcos on Cooperative La (1956) ~bsorve?
that the registrar of cooperative societics is responsible for tho
propor conduct of cooperatives and that ho cannot fulfill his
responsibilitics unless he kseps in celosc touch with the working of
the socictios by keeping their accounts audited under his direction
is argu:zl that objoctivity and inlependence of audit
arc not impaired by making the rogistrar rosponsiblce for this function.
Independence and objectivity can be achicved by having within the
cooperative movement a scperate wing exclusively for the purpose of
audit under the chief auditor who woull be directly responsible to the
rogistrar. Secparation °f rudit enl edministrative staff would
contribute to securing inle; enicnce »f asudit work. This system will
21s> have other advantages. For cxample, when 2udit work is under-

cken by the cooperative ldepartment, through interchange of staff
between awlit and administrative sections, it is possible to have

and contr:l. It
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aulit staff with the right backgrouni ~f - iministr tiv. . x..ri.nc
This is nccessery because coogerative ouldit invelves just not foult-
finding tut it is cxpoctel to provide, in th orocoss, clucntion
towarls avoidance of such fuults in futur.. TIhis can be achiovel if
audit staff have also the backgrrund of administrotive cxperionce,
It is n2t, howevir, intmlcl to indicate hor. that thore shoull bo
constant intcer-change »f stoff botween the tws wings. On the eontrory,
in the day-to-day work therc should be a strict livision of work
botweon the aulit and olministrative staff an! the intor-change ~f
staff between the two wings should be offectel as and whon nocossary
from the onint of view »f roviding the aulit staff the necossary
experionce in administrative work., The argument thet aulit by the
registrar connot be objictive alse loscs much »f its validity in
vicw »f the generally agro.d plans for the transfor of the work of
promotion ani supcrvision to cooperative unions and fulerations,
When this is largely achicved, the department of cooperatives cannnt
be considered as having steke irn the working of the cywoperatives in
the scnsc In which 1t is considered at prosent.

Cn the other hand, it has been ergusl that at present, tho
work of promotion and supecrvision has not boon ontircely tokoen over by
the coopcrative organisations themsclves, anl the cooocrative
departments still play an important role in tais ficll, Buosilos,
oven now, this is particularly s> in Inlia, in meny socictics, the
registrar or his nominaeos srce »ceupying on importort place in the
gociztivs., Unider theso circumstances, it is lifficult to say the
extent to which audit can bo »bjective anl impartial if the aulit work
is undertaken by the registrar himself. For the purposce of securing
an inlepenlent scerutiny of s the financial activitics of the desartment
and also of the cooperatives and also in assussing the gencral trend
of the working of the movement, thore is a niod for scparating thoe
function of audit from thoe registrar. The inlependent audit will
have the following advanteges :

3.41 it will inspire greator eonfidence in its findings,

3.42 it will facilitatc teking of an objeetive view regarding the
trend of the movemont,

3,43 the registrar will be froe from audit function and will hav:
grecter tims to attond to the promotional and regulatory
functions, an1

A this will als» cventuzlly pave the way for taking over of
aulit by the cooperstive socictiocs thomsslves by ocrganising
separate audit units ~r by assigning i~ the state coosporative
unions or the natisnal cooporetive unions. Simultancosusly,
offorts will have to be made for organising scparatc audiit
unions or cncouragenent might be given in the form of
financial assistance anl other facilitiss to the oxdlsting
gooperative unions so that thoy could gratually take
over the responsibility of aulit work of cooperatives.

contd,. .12



It is not, however, suggested here that this should in
any way mean that the government should cease to ultimatsly own
its responsibility for cerrying on the test audit of the socictics
wheraver necessary in the interest of the movement, and the community
at largs,
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Comrigaioner of Coop. Development,
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Chief Executive Director,
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TOkYOQ
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Head, Public Relations Center,
National Agri. Coop. Pederation,
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MALAYSIA Mr, Prancis Soosay,

Hony. Secoretary,
Cooperative Union of Maly a,

Kuala Lumpur,

H!‘. S.D. L’-W”'
Asst, Commigsioner for Cooperative
Development,

Deptk of Cooperative Development,
xma wro
Hri B‘“ D‘V Pm&l [}
General Manager,
Cooperative Bank,
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PAKISTAN Mr, M,Z, Hussain,
& Project Director,
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INDIA

JAPAN

KORZA

NEP AL

Development.,
Comilla, E.Pakistan,

India, SINGAPORE

THAILAND
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PARTICIPANT

PHILIPPINES Mr, Lueiano E, Lactao,
Assistant Director,

Agricultural Credit &
Cooperatives Institute
Oollege, LA GUNA.
Mro Mﬂk Kam Ho’g’
53-4 Jalan Buloh Perindu
Singapore-15,
Mr, Tham Sﬂtraphai »

Dy. Under Secy. of State,
Ministry of National Dev,

Bangkok,
Mr, Chamnien Saranaga,

Dy. Director-General,

Depto of co@p. Credit &
Marketing, ‘
Min, of National Develop- i
ment, |

Bangkok,
Mr, Pramoon Vidhyananda,
Chief,

Coop. Teochniques and

Promotion niv,,
Ministry of National Dev,

Bangkok,
Mr, Chern Banroongwongse,
First Grade Coop Officer,
Ministry of National Dev,,

Bangkok,
Prof. D.G, Karve,

I. c.A.

New Chairmgn,

Delhi ICA mdvisory Council,
Mr. M.V, Madans,

Dy. Director.,
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